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patents. A m o n g  numerous other right4 the Act provides th.^ each patient has a 

right to have an individual treatment piap setting forth a program which will develop 

or restore his capabilities. (G.S. 122-45.1-7; 122-36: and 20-17,1.)
•—  ------------------------------—  /  c - ' " “

Ne w b o r n  Infants— Mandatory Insurance Coverage-Enacted a.statute to provide 

mandatory insurance coverage for newborn infants from “the fiiomem of birth of 

such child” in ail policies providing coverage of minor children.

T h e  Act provides that “benefits in such irwuiahce policies or plans shall be the 

same for congenital defects or anomalies as are provided for most sicknesses or 

illnesses suffered by minor children which are covered by said policies or plans.” 

(G.S. 58-251 A .) ____________________

Nurses-^—feipanded Scope of Practice—Am e n d e d  the Nurse Practice Act and the 

Medical Practice Act to allow nurses to perform certain medical acts.

A  joint committee of the board of \iursing and the board of medical examiners

govern the performance of medical acts

te responsibility for securing compliance 

90-162; 90-167.1, 90-170(2)c; 90-18,

is to “develop rules and regulations 

by registered nurses.” 1

T h e  board of medical examiners has! 

with the regulations. (G.S. 90-158(3); 

and 90-6.)

Also, the Hospital, Medical and Dintal Service Corporation Acts, and the 

Insurance Act were amended to providejthat reimbursement shall not be denied to 

“any agency, institution or physician nroviding a service for which payment or 

reimbursement is required to be ma d e  . i.” under a policy or contract because such 

services were provided through a registered nurse acting under the authority of the 

above legislation and appropriate regulations. (G.S. 58-259.2; 57-3.2.)

Oplometry—Enacted a ne w statutcj governing the licensure and regulation of 

optometrists.

O n e  provision states that a patienUshall not be denied “the freedom to choose a 

d u ly  licensed optometrist or duly 1 tensed physician as the provider of care or 

services which arc within the scope j>f practice of the profession of optometry .. .” 

through any action of any state, county or municipal agency or board. (Chapt. 800, 

L a w s  1973; G.S. 9-117 to 90-12^)

Rate Review-Enacted a resoluaon authorizing and directing the Public Health 

Committee in the Senate and the (House of Representatives to study the need for 

and means of review for regulation of hospitalization rates and charges. (II.J.R. 

1244.)

Rural Health—Enacted a statute creating a Rural Community Health Assistance 

Division within the Department if H u m a n  Resources. (Chapt. 627, Laws 1973.)

W o r k m e n’s Compensation— A m e n d e d  the law to provide for increased medical 

benefits, including rehabilitation ̂ services for injured employees. (Chapt. 520, Laws 

1973.)

- i V J r L  ,
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Abortion—Adopted a resolut 

propose an amendment to the I 

will guarantee the right of the

on requesting the Congress of the United States to

S. Constitution for ratification by the states “which 

unborn h u ma n to life throughout its intrauterine 

development subordinate only tb saving the life oi the mother, and will guarantee 

tnac no h u m a n  life shall be dcn'ed pioteetion of law or deprived of life on account 

of age, sickness, or condition ofldependcncy."

T h e  Resolution noted dial ‘̂ 7 %  of those voting in the November 7, 1972 

general election in North Dakota^rejected abortion as an alternative to solving the 

problems of maternal and prenatal and natal health . . (S.C.R. 4069).

Alcoholism—Exacted a resolutiorArecognizing that “alcoholism is the third largest 

health problem in North Dakota" and "expressing support and encouragement for
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te^ovidingKidney Disease—Enacted a statute providing for the establishment of a program 

relating to the prevention, care -and \reatment of chronic kidney disease, and 

creating a Division of Kidney Health Care within the State Department of Health.

Under the Act, kidney care services|are to be provided ‘ directly or through 

public or private resources”. The repayment of certain treatment costs, as well as 

the expansion of educational programs ctnceming chronic kidney disease are, also,

provided for in the Act. (Vernon’s-Ann Civ. St. Art. 4477-20.)

Medical Student Loans—Enacted a statjite creating the State Rural Medical E d u ­

cation Board.
viding “loans, grants or scholarships to 

agreeing to practice in rural areas.”

Duties of the Board will include pro 

students desiring to study medicine and]

Th e Act provides that I
if the applicant practices His profession in a rural area as defined by 

this Act the Board is authorized and shall credit one-fifth of the loan, 

grant or scholarship together with interest thereon to the applicant 

for each year of such p/actice as certified by the board.

At the end of the second full year of practice in a rural area as pro­

vided for herein, the applicant shall be privileged to pay off the balance 

of the loan, grant or ^fcholarship as the case m a y  be with accrued 

interest thereon, and uoon such payment shall be relieved from further 

obligation under his ̂ contract, should the applicant default under 

his contract at any time the full principal and accrued interest plus 

a penalty of 1 0 %  o f the outstanding balance plus attorneys’ fees as 
defined by said contract shall be due and owing to the state. 

Applicants must enter into a contract agreeing to practice in a rural area before 

being granted a loan. The statutory provision is as follows

Each applicant before being granted a loan, grant or scholarship shall 

inter into a contralt with the Board which shall be deemed a contract 

within the State ol Texas, agreeing to the terms and conditions upon 

which the loan orcscholarship shall be granted to him, which said con­

tract shall includd such terms and provisions as will carry out the full 

purpose and inter! of this Act, and the form thereof shall be prepared 

and approved b> the Attorney General of this State, and shall be 

signed by the Ch: irman of the Board, countersigned by the Secretary, 

and shall be signe 1 by the applicant.

For purposes of entering into contracts under the Act, applicants under the 

age of 2 1  m a y  do so with the s|me authority and validity as applicants 2 1  years of 

age or older. \

T he  term “rural areas" m o a n 9k“a county of the state of Texas which according 

to the last preceding Federal Census had a population of less than 25,000.” (Ver­

non’s Ann. Civ. St. Art. 4498c.)

i tie—kc/'’Newborn Health Insurance Coverage—fsnactcd a statute prohibiting the is- 

mPmbw-ui1 d t l i v c i U R y a C C n r e r a r U  s’ctcness insurance policy within the state 

“which provides for accident and sickness coverage of additional newborn children 

or maternity benefits” if such policy “contains any provisions excluding or limiting 

initial coverage of a new born infant for a period of time, or limitations or exclusions 

for congenital defects of a newborn child.”
A n  insurer “m a y  Charge such additional premiums as arc just and reasonable 

for the additional risk incurred by compliance with this Act.” (Adds Subsec. D  to 

Article 3.70-2, V< m o n ’s Texas Insurance Code.)

Pediatry—Enacted a statute authorizing;the creation of a College of Podiatry 

within the University of Texas educational/ystem. (Adds Subchapt. J to Chapt. 74, 

Education Code.)

73

\

W o r k m e n’s Compensation—A m o n g  r&merous amendments to the W o r k m e n’s 

Compensation Law, one grants the cmpliyee “the sole right to select or choose the 

persons tr facilities to furnish medical aid, chiropractic services, hospital services 

...” (Vernon's Ann. Civ. ft. Art. 8306, See^7.)
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Citation Date
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C o m m e n t s

A l a b a m a

Alaska

Arizona H. .2185 1974 Substantially the m o d e l  bill V- : " I
A r k a n s a s

California 1973 * ) t * " l% * . *

Colorado

Connecticut H. 5040 1974 M o d e l  bill in substance
D elaware I . * j /•'/-' ' j

Florida S. 76 1974 M o d e l  without notice paragraph
Georgia H. 995 11- 1-74 M o d e l  w /  we ll  baby e x c l u d e d
Hawaii H. 2915 6-12-74 M o d e l  bill

Idaho S. 1316 7-1-74 Interpreted as the m od el  bill
Illinois

Indiana

Iowa S. 1290 1974 M odel bill
Kansas I-I. 1795 ' 1974 M odel bill
Kentucky

Louisiana 7-2-73
M ai ne

M a r y l a n d H. 498 1974 M o d e l  bill
Massachusetts

Michigan

Minnesota 1973
Missis sippi S. 1829 1 974 Deviates from m n d o i  bill
Missouri H. 1487 1974 M o de l bill
M o n t a n a  ! 197 3
N e b r a s k a  :

N e v a d a  1

N e w  H a m p s h i r e  I

N e w  Jersey

N e w  M e x i c o  I

N e w  Y o r k

North Carolina i 1973
North Dakota 1
Ohio S. 330 1-1-75 Substantially m o d e l  bill
O k l a h o m a

O r e g o n  i

Pennsylvania 1

R h o d e  Island •

South Carolina !
* ' ) c-l t-\ I

South Dakota 1 H. 1818 7-1-74 M o d e l  bill
Tennessee ill. 1 3.8 6____ 7-1-74 Substantially model bill
Texas 1973
Utah

V e r m o n t  i

Virginia i „■ •

Washi ngton 1 H. 1144 2-16-74 Model bill.
W e s t  Virginia

Wisconsin i

W y o m i n g  i

.Viv-**"*-
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World Medical Reports 

E V A N S T O N ,  III. — Legislation .equir- 
ing all health insurance policies to include 
coverage for neonates from the moment of 
birth is now on the books in 21 states—14 
more than at the beginning of the year 
—and the advocates of such legislation 
expect favorable action in a dozen other 
states in the next 1 2 months.

Leading the campaign to eliminate the 
exclusion of coverage for newborns arc 
the American Academy of Pediatrics, its 
Committee on Third Party Payment 

Plans, and the a a p ' s  state chapters.
Coverage of newborns from the time of 

birth is now returned in the insurance laws 
of Arizona. California. Connecticut. 
l-'lorida. Georein. Hawaii. Idaho. Iowa, 
Kansas. .Louisiana. Maryland. Min­
nesota. Mississippi. Missouri. Montana,
North Carolina. South Carolina. South 
~Uukoiu. i ennessee. I exas. and Washing­
ton.

In the states where exclusion of new­
borns from insurance coverage has not 
been prohibited, instances have been re­
corded b;. Mate chapters of the American 
Academy of Pediatrics in which parents 
have found themselves confronted with 
hospital bills ol'SI2,(H)t). $2 7 , 0 0 0  ami even 

larger amount s. In Akron, Ohio, a $50,000 
hospital bill for a newborn's intensive care 
was reported,

14 Day Exclusions

Dr. Donald W. Schil'f. of Littleton, 
Colo., chairman of the a sp's Committee 
on Third Party Payment Plans, told this 
newspaper that the period of exclusion in 
maity insurance policies was the first 14 
days of life.

A  com mo n practice of health insurance 
companies is to "extend the exclusion of 
the newborn until the child is discharged 
from the hospital" if the child needs 
above-average care during its first 14 
days, saiil Dr. Schiff. of the University of 
Colorado Medical School and senior 
pediatrician at the Littleton Clinic, Den­
ver.
"As an example, a newborn with diffi­

culty on its first day who must be kept in 
intensive care for 311 days mas be under 
the exclusion from coverage for the entire 
30-day period." said Dr. Schiff, who is 
also the chan man of the Colorado chapter 
of the American Academy of Pediatrics.

The Committee on Third Party Pay-

I
mcnt Plans has drafted a model bill and 
circulated it to all state chapters of the 
sap. This action was taken after a mass of 
information had been assembled about the 
~ iancial calamities striking parents as the 

fusion of newborns limn 
sillh insurance coverage.

The model bill is used by a a p members 
in the various states in their efforts to ob­
tain remedial legislation.
The committee, in a letter sent to the 

state chapters, scored "the continued ex­
istence of exclusionary periods of cover­
age for newborn infants in a large number 
of health insurance plans."

“Failure of these plans to provide 
coverage tor infants from the moment of 
birth is a valueless, discriminatory prac­
tice that results in the risk of needless po­
tentially large financial burdens being 
placed on young parents," the lelte said.

I he model hill or state insurance .egisla- 
tion amended to conform with the model 
bill "is the way young couples can be 
helped in meeting this expensive situation

Dr. Schiff

through their health insurance,’* Dr. 
Schiff said.

" W e  think young parents should not be 

(Continued on page 72)
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(Continued from  page 2) 
penalized for having a newborn with a 
-ater problem."
The u p ' s  model bill provides that the 

ccverase of dependents in policies shall 
include coverage for infants from the m o ­
ment of birth. The draft calls for treatment 
fe* injury, sickness, congenital defects, 
and birth abnormalities.

O f  the 29 states that have not yet 
enacted legislation making the inclusion of 
newborn coverage mandatory, efforts to 
obtain such legislation were underway this ‘ 
year in 24. said Albert C. Stoiper, an aide 
to the Committee on Third Party Payment 
Plans.

Insurance carriers in Texas, Louisiana, 
ar.c Georgia provided estimates of the 
cost involved if newborn coverage from 
the moment of birth were to be added. The 
figures were as follows: Texas. 45-55 
ce-.:s ner month per family~contract; I 
Louisiana. 50 cents per month per lartiiy ;

"tract: and Georgia, lo-JO cents per
month per family contract.

'-------------
A M A  Backing

In California, Blue Cross discovered , 
that the cost of adding coverage for new- 1 

f: ~.s was so small that it was unnecessary 
t: -.cease the premiums "lor either indi-
• c.a. policies or group policies." M r . 
v.clper said.
The American Medical Association has 

given its backing to the efforts of the 
American Academy of Pediatrics. After ( 
listening to the testimony of a a p  represen- , 
tatr.es. the a m a 's House of Delegates, at 
its N e w  York meeting in June. 1973, 
adopted a resolution that said the Ameri­
can Medical Association supported "the 
trauication from health insurance policies j 
sold in various slates of the 'first 14 days’ 
and other exclusionary clauses affecting [ 
children." i
Dr. Schiff said the Committee on Third i 

Party Plans, in developing its model bill, 
worked closely with the Health Insurance 
Msociaiion of America.

Our objective has been to obtain the 
cooperation of the insurance companies 
and to use the legislative process in the 
states to solve the problem of newborn 
exclusion from coverage in a constructive 

the committee chairman said.
There can be no question that cover- 

-ce for newborns is very important, but 
-- ess this kind of experience has touch d 
o-e> own family, chances are that y .<
- on': be aware of the problem.

It has been assumed, not only by 
mercers of the public but also by many 
p-eCiatricians and other physicians, that 
:cv erase for newborns is always in effect, 
in over half of the states this is not so. 
v. we are trying to do is to obtain the 
ieriTation that will take care of the many 
people who are not covered for newborns 
it the present time." Dr. Schiff said.
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T h i s  b i l l  w o u l d  r e q u i r e  t h a t  a n y  i n s u r a n c e  p o l i c y  o r  i n d e m n i t y  
t y p e  c o n t r a c t  p r o v i d i n g  h e a l t h  c o v e r a g e s  on an e x p e n s e  i n c u r r e d  
basis, i n c l u d e  c o v e r a g e  for n e w l y  b o r n  c h i l d r e n .  T h i s  p a r t i c u l a r  
hill i3 n e a r l y  i d e n t i c a l  w i t h  a  n o d e l  bill p r e p a r e d  b y  the A m e r i c a n  
A c a d e m y  o f  P e d i a t r i c s  w i t h  t h e  a s s i s t a n c e  o f  t h e  H e a l t h  I n s u r a n c e  
A s s o c i a t x o n  o f  ^'jserica. This b x l l  w a s  e n d o r s e d  b y  the M a t r o n a l  
A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s . As o f  June, 1974, t h i s  
b i l l  w a s  l a w  in [2,7 3 tates a n d  p e n d i n g  in 19 more. C o n s i d e r i n g  
t h a t  the n o d a l  y a s  d e v e l o p e d  in ITovsraber, 1973, its o o o u l a r i t y  
and p a s s a g e  i n /this m a n y  s t ates i3 remarkable.

3 * / o * ? r

H e w w  H e ? ? * *  Hes;-. - a / r  U U I W -550 ***■
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The Honorable Helen Deirne
Alaska State House of Representatives
Juneau, Alaska 99H01

Dear Dr. Jeirue:

!, - -

,T\>-

R I I C E I V B O  V'o.’

A W  2 1 1 2 7 4  feJi

'-’. I Atask'l l̂ iViS'oa 
• -*\ [nsuranca r,.

\://7t t t T a V '
. : I 'f:>y

The Alaska Chapter of the American Academy of Pediatrics is very concerned 
about the frequent lack of health insurance coverage for newborn infants.
Very exciting new advances in the care c f prenatures or ill nev/borns has 
resulted in a significant decrease in deaths and serious life long dis­
ability in these infants. This care obviously is vary expensive.

i’robably the M a j o r i t y  of families in Alaska carry health ins u r a n c e  hut 

ma n y  are n ot aware that this policy will not cover n newborn infant. This, 
we feel, is grossly unfair to these infants and can be f inancially c r i p p l i n g  

to their families (often young couples with marginal incomes).

The attached resume’prepared at Providence hospital demonstrates that many 
of the significant insurance carriers in Alaska do not cover newborns except 
after a 1 4 'day oxclusary period. V.V particularly call your attention to the 
groups such as laborers, carpenters, and teamsters where the insurance io 
probably an employment: benefit and the average employee would assume that 
their family is protected.

The Academy of Pediatrics lias been active nationally in bringing this to 
the attention of legislators. In Alaska wo are asking that you consider 
regulations that would require a ll hue it:: insurance policies to cover newborn 
infants without exclusion, inclosed ir. r. oodcl lav;, drafted by Mr. Jaroll 

Calloway, Assistant O.ncral (k'nnsn! for r.'r.e Health Insurance As sue inf ion of 
America. Jim liar legislation i.as been by 7 status and is being con­
sidered by 2(\ others.

1 have discussed thin problem with the tn iurur.c.e Commissioner in Alaska, Mr. 
■ToIkm, and he ir. well informed about the proble.u wgd wo e lTHV'./pi-•n red to 
testlfy i.J called. ’* *.'»/T l f t f X

are. aware that uir.ilar legisl-u*.Lsu ... elating to mental health prob.tens is
abvun: cover;;:*.**. for noci”* rev s.usuld 
‘ v n m  tills L:> yc-wr ju ks.ur.::.

beliy; cons I dare:: i-o feel cur concur: 

be -wi..reseed a*,* .. se.p.’.rata j.s m  r. ■ ,»i.:c

B*>]



W e  c a n  s u p p l y  f u r t h e r  i n f o r m a t i o n  i f  n e c e s s a r y  f o r  a n y  t e s t i m o n y  i n  th 

n a t t e r ,

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

S i n c e r e l y  y o u r s ,

2

j,  K e n n e t h  l ' l e s h m a n , ::»D. 

C h a i r m a n ,  A l a s k a  C h a p t e r  

A m e r i c a n  A c a d e m y  o f  P e d i a t r i c s

R i c h a r d  P e t e r s o n ,  M . D .  

A1.1:emate C: 1 a i m a n

A t t achments: 2

c c :  R o d m a n  W i l s o n ,  M . D . ,  AS.dn o f  A l a s k a
J o l m  O ’S h e a ,  I n s u r a n c e  C o m m i s s r o n e i , t». -

S a m e  l e t t e r  to S e n a t o r  L o w e l l  T h o m a s ,  J r.



' STATE 
of A L A S K A

F r e d e r i c k  H c G i n a l a  
T°- r  C o i m o i a s i o u a r

T I Q U :  D o n a l d  K .  F r e e c L y a a ,  b i . D . ,  H . 2 . H .
D i r e c t o r ,  D i v i s i o n  o f  P u b l i c  H e a l t h

D a v i d  A .  S p e n c e ,  i i . D . ,  C h i e f  
from . S e c t i o n  o f  F a m i l y  H e a l t h

DATE : S e p t e m b e r  2 7 ,  1974

subject: P r o p o s e d  l e g i s l a t i o n  f o r  t h e
1975 L e g i s l a t u r e .

I n  t h e  l a s t  l e g i s l a t i v e  s e s s i o n ,  S e n a t e  B i l l  359 w a s  i n t r o d u c e d  o n  
F e b r u a r y  1 1 ,  1 9 7 4 ,  b y  S e n a t o r  I >w e 11 T h o m a s .  T h i s  B i l l  w o u l d  h a v e  
r e q u i r e d  t h a t  n e v l y - h o r a  c h i l d r e n  b e  i n c l u d e d  i n  g r o u p  h e a l t h  a n d  
d i s a b i l i t y  i n s u r a n c e .  T h i s  B i l l  v a n  t i e d  t o  i n s u r a n c e  f o r  a l c o h o l  Las* 
a n d  w a s  3 t i l l  i n  c c c a a i t t e e  a t  C h a  c l o s e  o f  t h e  l e g i s l a t i v e  s e s s i o n .

T h e  n e e d  f o r  t h i s  l e g i s l a t i o n  i s  g r e a t e r  t h i s  y e a r  b e c a u 3 a  a d v a n c e s  i n  
n e o n a t a l  c a r e ,  w h i l e  p r e s e r v i n g  i n t e l l e c t  a n d  l i f e  i t s e l f  f o r  t h e  
p r e m a t u r e ,  a r e  r a r a  e x p e n s i v e .  V»e r e q u e s t  t h a t  t h i s  B i l l  b e  s u b m i t t e d  
i n  e 3 3 e n t L a l l y  t h a  s a m e  f o r m  a g a i n  i n  t h i s  n e x t  l e g i s l a t i v e  s e a s  i o n .  
Y o u r  s u b m i s s i o n  o f  t h i s  l e g i s l a t i o n  w i l l  i n d i c a t e  i t s  i m p o r t a n c e  t o  
t h e  l e g i s l a t o r s  a n d  t h e  p u b l i c  a s  w e l l .

D A S / l b

•/

/

c c :  ' D r .  c a r o l y n  B r o w n ,  L e g i s l a t i v e  C o m m i t t e e ,  ASHA

m m



MEMORANDUM December 5, 1973

TO: GARY WANGSMO, C o n t r o l l e r

FR OM:  B o b  H a r v e y ,  B u s i n e s s  O f f i c e  M a n a g e r .

S U B J E C T :  C o v e r a g e  f o r  i n f a n t s

\
’ <

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

p r o v i d i n g  c o v e r a g e  f o r  n e w b o r n  b a b i e s  u n d e r  g r o u p  h e a l t h  i n s u r a n c e  p l a n s .  

T h e y  a r e :

1 )  C o v e r a g e  f r o m  b i r t h ,  l i m i t e d :  I n  t h i s  c a s e ,  t h e  i n f a n t  i s

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

i n j u r y ,  c o n g e n i t a l  d e f o r m i t y  o r  h e r e d i t a r y  c o m p l i c a t i o n s .  

P r e m a t u r i t y ,  p e r  s e ,  i s  n o t  c o v e r e d .

?.) C o v e r a g e  f r o m  b i r t h ,  f u l l :  T h e  i n f a n t  i s  c o v e r e d  f r o m  b i r t h  

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

c a r e  f o r  p r e m a t u r i t y .

3 )  C o v e r a g e  a f t e r  a  c e r t a i n  num ber  o f  d a y s - ~ c o m m o n l y  14 d a y s :

T h e  i n f a n t  i s  c o v e r e d  o n l y  a f t e r  t h e  f i r s t  8  o r  14 d a y s  o f  l i f e .  

T h i s  i s  f u r t h e r  r e s t r i c t e d ,  i n  some p l a n s ,  t o  r e q u i r e  t h a t  t h e  

i n f a n t  b e  n o t  o n l y  a  c e r t a i n  n um b er  o f  d a y s  o l d  b u t  a l s o  f r e e  o f  

c o n f i n e m e n t  ( n o t  h o s p i t a l i z e d )  b e f o r e  t h e  c o v e r a g e  w i l l  t a k e  

• e f f e c t .

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

p l a n s  p r o v i d e  f o r  n e w b o r n s :

AAA A u t o  C l u b  o f  W a s h i n g t o n  B i r t h  f u l l

A n c h o r a g e  C o l d  S t o r a g e  B i r t h  f u l l

A n c h o r a g e  D a i l y  T i m e s  B i r t h  f u l l

A l a s k a  S t a t e  E m p l o y e e s  B i r t h  f u l l

A l a s k a  B a r  A s s o c i a t i o n  B i r t h  f u l l

A l a s k a  L u m b e r  a n d  P u lp  B i r t h  f u l l



Alaska Medical Laboratories 

Alaska Methodist University 

Alaska National Bank 

Alaska Pacific Assureance 

Alaska Painters 

Alaskan Seafoods 

Alaska State Housing Auth.

Alexander and Alexander 

Anchorage Borough School 

Army and Air Force Exchange 

A. 0. Johnson 

Arthur Young and Co.

Automotive Parts and Equipment 

B ft C Auto Supply 

Bekins Moving and Storage 

Carpenters

Carr's

City of Anchorage 

Community Hospital 

Crawford & Co.

Culinary Employees 

Fairbanks Municipal Utilities 

Fairbanks Plumbing and Pipefitting 

Fairbanks Publishing Co.

Federal Employees

First National Bank

Anchorage Borough

llickel Investment

Hotel and Restaurant Employees

I. B. M.

Ironworkers

Kenai Penninsula Borough and Schools 

Laborers •

Hatanuska Maid 

f-leadowmoor Alaska Dairy 

Herder, Schaible, Staley, ft Delisio 

N. B. of A.

North Star Borough Schools 

O'Neill ft Sons 

Operating Engineers 

Petersburg Fisheries 

PI limbers

l,rovidnece Hospital 

Retail Food Clerks 

Sheet Metal Workers 

Teamsters

University of Alaska

Birth limited 

Birth full 

Birth limited 

Birth limited 

15 days 

Birth limited 

Birth full 

15 days 

Birth full 

15 days 

Birth limited 

Birth limited 

Birth limited 

Birth full 

Birth limited

14 days (coverage from birth 

under major medical)

Birth full 

Birth full 

Birth full 

Birth limited 

Birth limited 

Birth full 

Birth full 

Birth full 

Birth full 

Birth full 

Birth full 

Birth full 

Birth full 

Birth full 

Birth full 

Birth full

14 days (from birth under 

major medical)

Birth full 

Birth limited 

Birth limited .

Birth full

Birth full

Birth full

8 days
Birth full

Birth full

Birth full

Birth full

Birth full

14 days and free of

conf i nembVi t

Birth Full



These different coverage options reflect efforts to reduce claim 

costs and premiums. Basically, an insurance company will sell whatever 

coverage a policyholder is willing to pay for but there is a trend toward 

making coverage from birth— ful1 the standard benefit. Of course,

"full" coverage does not necessarily mean 1 COS coverage since there may be 

deductibles, co-insurance and policy limits.

Following are some examples of NBSCii bills incurred at Providence 

over the past six months which reflect the variations in insurance benefits 

and coverage:

Pays Hospitalized

32

19 

88 
7 

10 
2 
4
3

4
17

46 •
15
3

3

23

22
2
55
3 

11
5 

2
20 
17

1
4

12
23
6
4

TOTAL

Amount

$5,470.30 

3,926.65 

19,130.95 

1,171.75 

1,563.63 

166.00

644.00

318.25 

1,100.00
1.790.25 

8,934.90 

2,859.10

245,13

255.50

3.072.25

2,187.88

195.75 

10,527.00

531.25

2.470.50

440.00

204.75

5.492.50 

2,900.00

39.50

700.75

2,604.25 

4,137.05 

1,113.50 

657.75

SOI,859.09

Insurance Arnt. Pd. by Ins.

Teamsters 

Teamsters 

Chainpus 

Blue Cross 

Medicaid

Aetna thru Fed. Gov't. 

Equitable thru Standard Oil

— 0 ~  

~ 0 ~  
$19,130.95 

937.40 

1,563.63 

22.50 

644.00

Fireman's Fund (Liability) 310.25

Chainpus 

Equitable thru N. C.

Medi caid 

Aetna 

Medicaid 

Medicaid 

Teamsters

Aetna thru Fed. Gov't 

Medicaid 

Chainpus 

Sears 

A. N. S.

Med i ca i d 

B. C. thru Cordova Hosp. 

B. C. thru State 

Westcoast Life thru Reeve 

Aleutian 

B. C. thru Providence 

DoubIo coverage: 

Teamsters

llote! ti Restaurant 

F>. C. of Louisiana 

Blue Cross 

R. C. thru State 

Mod i cai d

1,100.00
1.708.00
8.934.00 
2,680.53
245.13
255.50 

Written off to 

Chari ty

1.750.30
192.75 

' 16,447.00
425.00

2.478.00
440.00 
123.80

4,747.68

--0--
39.50 •

«-0—
— 0-- 

1,292.75
3.911.30 

850.40
657.75

$647895" 12

Difference to he paid By patient o: aL"orbed by hospital:



J U N E A U  ALASKA

HESS COMMITTEE MEETING 

3-10-75

Members Present:

B e i m e  Parr
Davis Sullivan
Haclmey Swanson
Osterback

Chairman Sullivan called the meeting to order at 3:15.

The first thing 1 would like to discuss is pertaining to the confirmation of Dr.
Williamson. I would like to know your feelings of maybe getting together with him 
informally, perhaps in the evening on Wednesday, March 12, on a social basis at 
my house. Would that date be alright with all of you?

B e i m e  I would request we act on the Commissioner today?

Chairman Sullivan Personally, I have a few more questions to ask him before making 
my decision. I know that Mr. Hackney and Mr. Swanson feel the same way. I would not 
want to call another hearing for these few questions. Our hearings on his confirmation 
this weekend in Anchorage showed tremendous support for his confirmation.

Are there any other announcements?

IIB 120

B e i m e  Gave a briefing of the bill. Its purpose is to include Optomotrists under the 
Medicade Program Act. The Fiscal note indicates the cost of $38,500 for 1975 year.
Presently their are not enough opthomologists to care for all of the needs throughout 
the state and at the present time they are the only Doctors under the Medicade Act.

Hackney Where did they get the figure of 1150 people that would use this service in the 
position paper in front of us?

B e i m e  I cim not sure of this. This bill will not change the Medicade Act in any way.
I would request wo ask Mr. Lnrry Sullivan frcm the Dept, of H&SS to testify on this question 
and perhaps we could take up HB 128 until he gets here.

Sullivan gave briefing of her bill. Intented to nuke insurance available 
from the moment of birth. I am interested in it because of my own experience. 

Before nay son was a week old we had thousands of dollars of medical bills and could not 
get coverage. This seems to rr.e a very logical form of insurance. The bill does not say 
the state should pay for it only that it should be available to all residents of the state. 
The increase in the premium cost would only be 5 or 10 cents more.

Hackney I am in favor of this bill.

J M a s f e a  J i i s t g  ^ l e g i s l a t u r e

Z  HB 1 2 8 xMs
m s



Page Two
HESS Committee
3-10-75

Don Cooke Div. of Insurance
This bill would require that any insurance policy would include care for the newborn 
infant. This bill was endorsed by the National Insurance Directors Assoc, and on 
June 1974 it was law in 17 states and pending in 10 more. We didn't prepare a fiscal 
ncfe because there wasn't any. The inpact on the general fund xould be nothing also.

Hackney Insurance is presently provided on the basis of what?

Cooke Fran day one on Blue Cross for state employees.

B e i m e  I vould presume this would be an option?

Cooke No, I read it as mandatory coverage. Meaning mandate that they have to offer 
it, Line 15-16.

B e i m e  I favor this bill and for no cost to the state it seems most worthwhile.

Hackney= This bill would also give the tax payers alittle break.

Parr I move wo pass HB 128 out of committee with a 'do pass' recommendation. 
Chairman Hearing no objection, so ordered.

Cooke I would also like to add that. SB 14.1 is exactly the same bill.

HB 120

Mr. Larry Sullivan Dept, of H&SS

B e i m e  We have the position paper and the fiscal note. Would like to ask you how 
you arrived at the figure of 1150 people who vould take advantage of these services?

Sullivan This is the approximate number of people that would require these services.
It would involve a $33,000 increase in our budget. We do not provide glasses. The only 
service they wd.ll receive is the refraction. Glasses are available on a very limited 
basis. Available to children under the Medicade Act for early treatment. Eye, Lar, 
and Teeth Care for Children up to the age of 21 is mandate under the Federal Program.

Parr How much of this bill is new? Just the Opthologist?

Sullivan Yes, the original bill says 'physician services'.

Parr  To v/hat extent are private agencies making glasses available?

Sullivan There is a fair chance of people getting glasses. We refer them to their 
local Lions Club etc. That is limited however.

B e i m e  The BIA and USPHS also will buy glasses. Explained difference between opthomologist 
and optometrist.

Hackney How was it that you arrived at the 1150 figure?_



E n g s t r o m  a n d  E v a n s

A T T O R N E Y S  AT L A W A LLA N  A. E N G S T R O M  
G O R D O N  E. EVA N S

202 NATIONAL BANK OF ALASKA BUILD ING T E L E P H O N E  ( 9 0 7 )  5 8 6 - 1 4 4 5

J U N E A U .  A L A S K A  9 9 8 0 1

F e b r u a r y  19, 1975

Ms. S u s a n  M o s s
H e a l t h  E d u c a t i o n  & S o c i a l  S e r v i c e s  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: H o u s e  B i l l  128

D e a r  Ms. M o s s :

I n  o u r  r e c e n t  t e l e p h o n e  c o n v e r s a t i o n ,  y o u  i n d i c a t e d  t h a t  t h e  
H o u s e  H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  C o m m i t t e e  w a s  i n­
t e r e s t e d  i n  t h e  a p p r o x i m a t e  c o s t  i m p a c t  o f  H o u s e  B i l l  128, 
as i t  r e l a t e s  t o  c o v e r a g e  f o r  n e w - b o r n  i n f a n t s .

A l t h o u g h  i t  is d i f f i c u l t  t o  b e  p r e c i s e ,  B l u e  C r o s s  W a s h i n g t o n  
A l a s k a ,  I n c., w h i c h  a l r e a d y  p r o v i d e s  s u c h  c o v e r a g e  in  all of 
it s  p o l i c i e s ,  e s t i m a t e s  the e f f e c t  o n  p r e m i u m  to b e  a p p r o x i­
m a t e l y  o n e  p e r  c ent. T h i s  is b a s e d  on a c o m p e t i t i v e  b e n e f i t  
l e v e l ,  i n  u s i n g  b i r t h  as an e f f e c t i v e  d a t e  as o p p o s e d  to s t a r t­
in g  c o v e r a g e  a t  a g e  30 days.

L e t  m e  t r y  t o  b e  m o r e  p r e c i s e  b y  m e a n s  of an e x a m p l e :

1. A s s u m e  t h a t  c o v e r a g e  A  c o v e r s  c h i l d r e n  at  b i r t h
a n d  c o v e r a g e  B c o v e r s  c h i l d r e n  a f t e r  30 days.

2. A s s u m e  t h a t  all o t h e r  a s p e c t s  o f  c o v e r a g e  A  and
c o v e r a g e  B are i d e n t i c a l  w i t h  r e s p e c t  to b e n e­
fit s  .

3. If t h e  m o n t h l y  f a m i l y  r a t e  f o r  c o v e r a g e  B w a s
$6 0 . 0 0 ,  t h e n  t h e  f a m i l y  r a t e  f o r  c o v e r a g e  A  
w o u l d  b e  a p p r o x i m a t e l y  1% h i g h e r ,  o r  $ 6 0 .60.

P l e a s e  l e t  m e  k n o w  if y o u  h a v e  a n y  o t h e r  q u e s t i o n s .

A L L A N  A. E l ' l C ^ R O M ^ ^  ^
L e g i s l a t i v e  C o u n s e l  f o r
B l u e  C r o s s  W a s h i n g t o n  A l a s k a ,  Inc.

A A E : rhrn



. STATE 
of A L A S K A

F r e d e r i c k  H e G i n a L a  

TO: r  C o m a i s s  i o n a r

T H S U :  D o n a l d  K ,  F r e e d » a n ,  M . D . ,  H . P . H .

D i r e c t o r ,  D i v i s i o n  o f  P u b l i c  H e a l t h
September 27, 1974

D a v i d  A .  S p e n c e ,  M . D . ,  C h i e f  

f r o m : S e c t i o n  o f  F a m i l y  H e a l t h SU3JECT: Proposed legislation for the
1975 Legislatures.

In the last legislative session, Senate Bill 359 was introduced on 
February 11, 1974, by Senator Lowell Tho»a». This Bill would have 
required chat newly-born children be included in group health and 
disability insurance. This Bill was tied to insurance for alcoholism 
and was still in cooaittae at the close of the legislative session.

The need for this legislation is greater this year because advances in 
neonatal care, while preserving intellect and life itself for the 
premature, are more expensive. We request that this Bill ha submitted 
in essentially the same fora again in this next legislative session. 
Your submission of this legislation will indicate its importance to 
the legislator* and the public as well.

DAS/lb



P r e p a r e d  by the A m e r i c a n  A c a d e m y  of Pediatrics 

with the assistance of 

T h e  Health Insurance Association of A m e r i c a  

N o v e m b e r  21, 1973

1. All individual and group health insurance policies providing coverage on an

2. expense incurred basis an d individual and group service or indemnity type

3. contracts issued by a nonprofit corporation which provide coverage for a

4. family m e m b e r  of the insured or subscriber shall, as to such family

5. m e m b e r s 1 coverage, also provide that the health insurance benefits ap-

6. plicable for children shall be payable with respect to a newly born child of the

7. insured or subscriber f r o m  the m o m e n t  of birth.

►

8. T h e  coverage for newly born children shall consist of coverage of injury or

9. sickness including the necessary care and treatment of medically diagnosed

10. congenital defects a n d  birth abnormalities.

11. If p a y m e n t  of a specific p r e m i u m  or subscription fee is required to provide

12. coverage for a child, the policy or contract m a y  require that notification of

13. birth of a newly bo rn  child and p a y m e n t  of the required p r e m i u m  or fees

14. m u s t  be furnished to the insurer or nonprofit service or indemnity corporation

15. within 31 days after the date of birth in order to have the coverage continue

16. beyond such 31 day period.

17. T h e  requirements of this act shall apply to all insurance policies and

18. subscriber contracts delivered or issued for delivery in this state m o r e

19. than 120 days after the effective date of the act.

M O D E L  N E W B O R N  C H I L D R E N  B I L L



P R O B L E M :

Health insurance coverage in Alaska frequently does not provide 
for health care for newborn infnats. Such insurance policies written 
in Alaska presently specifically exclude coverage for infants in 
the first thirty, sixty, or ninety days of life.

The newborn infant is vulnerable to many health problems. 
Prematurity and congenital defects often require medical care of an 
urgent and sophisticated nature.

The cost of this care is presently borne by a combination of 
families, health care providers (such as physicians and hospitals), 
governmental agencies (federal, state, and local), and insurance carriers

By exclusion of newborn health care from their coverage, some 
insurance carriers are excluding this vulnerable newborn population 
from their coverage.

PROPOSAL: ' ' 1

The legislative committee of the Alaska State Medical Association 
and the Alaska Chapter of the American Acadeny of Pediatrics recommend 
that health care coverage for newborn infants be included in all health 
insurance policies written in Alaska.



MEMORANDUM December 5, 1973

TO: . GARY WANGSMO, Controller \

FROM: Bob Harvey, Business Office Manager

SUBJECT: Coverage for infants *

Insurance companies generally offer an employer several ways of 

providing coverage for newborn babies under group health insurance plans. 

They are: . . ; . •

.1) Coverage from birth, limited: In this case, the infant is

covered from birth but only for treatment of a disease,, 

injury, congenital deformity or hereditary complications. 

Prematurity, per se, is not covered. .. *

2) Coverage from birth, full: The infant is covered From birth 

including the-cost of nursery, normal baby care, and special 

care for prematurity. . . .  ' '

3) Coverage after a certain number of days— commonly 14 days:

The infant is covered only after the first 8 or 14 days of life. 

This is further restricted, in some plans, to require that the • 

infant be not only a certain number of days old but also free of 

confinement (not hospitalized) before the coverage will take 

• effect.

The following is a partial list of companies and the coverage their

plans provide for newborns:

AAA Auto Club of Washington . Birth full

Anchorage Cold Storage Birth full

Anchorage Daily Times Birth full

Alaska State Employees Birth full

Alaska Bar Association • Birth full

Alaska Lumber and Pulp Birth full



These different coverage options reflect efforts to reduce claim 

costs and premiums. Basically, an insurance company will sell whatever 

coverage a policyholder is willing to pay for but there is a trend toward 

making coverage from birth— full the standard benefit. Of course,

"full"' coverage does not necessarily mean 1 0 0% coverage since there may be 

deductibles, co-insurance and policy limits.

Following are some examples of NBSCN bills incurred at Providence 

over the past six months which reflect the variations in insurance benefits 

and coverage:

Hospitalized Amount Insurance Amt. Pd. by Ins.

32 $5,470.30 Teamsters — 0—
19 3,926.65 Teamsters — -0—
88 19,130.95 Champus $19,130.95

7 1,171.75 Blue Cross 937.40

1 0 1,563.63 Medicaid 1,563.63

2 • 166.00 Aetna thru Fed. G o v 1t. 22.50

4 644.00 Equitable thru Standard Oil 644.00

3 318.25 Fireman's Fund (Liability) 318.25

4 1 ,1 0 0 . 0 0 Champus 1 ,1 0 0 . 0 0
17 ‘ 1,790.25 ■"quitable thru N. C. 1,708.00

46 8,934.90 Medicaid 8,934.00

15 2,859.10 Aetna 2,680.! 3

3 245,13 . Medicaid 245.13

3 255.50 Medicaid 255.50

23 • 3,072.25 Teamsters Written off to

Charity

22 2,187.88 Aetna thru Fed. Gov't 1,750.30

2 195.75 Medicaid .• 192.75
55 10,527.00 Champus ' 10,447.00

3 531.25 Sears 425.00

1 1 . 2,478.50 A. N. S. 2,478.00

5 440.00 Medicaid 440.00

2 204.75 B. C. thru Cordova Hosp 123.80

20 .5,492.50 B. C. thru State 4,747.68 .

17 2,900.00 Westcoast Life thru Reeve

Aleutian — 0 —
1 39.50 B. C. thru Providence 39.50 •

4 700.75 Double coverage:

Teamsters — 0 —
Hotel 8 Restaurant — 0 —

1 2 2,604.25 B. C. of Louisiana 1,292.75

23 4,137.05 Blue Cross 3,911.30

6 1,113.50 B, C. thru State 850.40
4 657.75 Medicaid 657.75

TOTAL $84,859.09 $64,896.12

Difference to be paid by patient or absorbed by hospital:
51Q 07



From a model prepared by the American Acadeny of Pediatrics
with the assistance of 

The Health Insurance Association of America 
November 21, 1973

1. All individual and group health insurance policies providing coverage on an

2. expense incurred basi3 and individual and group service or indemnity type
r

3. contracts issued by a nonprofit corporation which provide coverage for a

4. family member of the insured or subscriber shall, as to such family

5. members1 coverage, also provide that the health insurance benefits ap-

6. plicable for children shall be payable with respect to a newly b o m  child of the

7. insured or subscriber from the moment of birth*

8. The coverage for newly b o m  children shall include, bat not be limited to,

9« coverage for congenital defects, birth abnormalities, or other complications

10. of birth, including prematurity or low birth weight.

11. If payment of a specific premium or subscription fee is required to provide

12. coverage for a child, the policy or contract may require that notification of

13. birth of a newly b o m  child and payment of the required premium or fees

14. must be furnished to the insurer or nonprofit service or indemnity corporation

15. within 31 days after the date of birth in order to have the coverage continue
16. beyond such 31 day period.

17. The requirements of this act shall apply to all insurance policies and

18. subscriber contracts delivered or issued for delivery in this state more

19. than 120 day3 after the effective date of the act.

V,

N E W B O R N  C H I L D R E N  B I L L

V



H E A L T H  I N S U R A N C E  A S S O C I A T I O N  O F  A M E R I C A

C H I C A G O  ' N E W  Y O R K  ' ' W A S H I N G T O N  

Leslie P. Hemry, Presiden t

New Yo : Office
RESEARCH. STATISTICS, AND CONTROL DEPARTMENT 750 TLirJ Ar.m..

David Robb ins. Vice President and Controller .. ■ New Yoili, Ntw Yot!> 10017

October 8, 1974

M r .  Vincent B. Jasso 

D e p u t y  Superintendent 

State of N e w  M e x i c o  

D e p a r t m e n t  of Insurance 

Sante Fe, N e w  M e x i c o  87501

D e a r  M r .  Jasso:

A s  I wrote y ou last week, w e  are in the process of developing estimated 

costs for the benefit provisions contained in the proposed N e w  M e x i c o  

n e w b o r n  infant coverage ju'gislation. This data should be’finalized in 

another few weeks.

In the interim, w e  learned f r o m  M r .  Y o u n g  of the A m e r i c a n  Life Insurance 

Association that your Insurance Study C o m m i t t e e  is scheduled to m e e t  on 

October 10 and that you w ou ld  be interested in the receipt of s o m e  p r e l i m­

inary results of our investigations. O u r  preliminary review of this matte r  
indicates the following:

1, ‘ F o r  those m a j o r  medi ca l contracts which n o w  cover children f r o m

birth for sickness or injury and exclude only the first 7 days of 

hospital r o o m  and board charges while covering all other types of 

eligible expenses f r o m  birth, w e  estimate the additional cost of 

. covering the first 7 days of nursery charges for sick infants to be 

about $. 80 yearly per emp lo ye e for group coverage a n d  about 

$1.20 for individual coverage.

2. F o r  a policy w h i c h  provides no coverage at all for the first 14 clays, 

w c  estimate the additional cost of the required coverage as a p p r o x­

imately $3.20 yearly per e m p l o y e e  for group coverage ar.d $4.80 

for individual coverage.



M r .  Vincent B. Jasso

October 8, 1974

P a g e  2

3. T h e  exclusion of illegitimate children wo ul d m a k e  relatively 

little difference on the foregoing cost estimates.

D R : p w

cc: M r .  Franklin II. Y o u n g  - A L I A

M r .  C a r  oil Callaway

Sincerely, ■

David Robbins
Vice President a n d  Controller
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. WASHINGTON S T A T E  C H A P T E R  M & U / / S J $ > ,
A m e r i c a n  A c a d e m y  o f  P e d i a t r i c s

a / 3/ ? /
P O S I T I O N  ST A T E M E N T  ON NEWBORN IN F A N T  M E D I C A L  IN SURANCE 

W ASHING TON S T A T E  C H A P T E R ,  A M E R I C A N  ACADEMY O F  P E D I A T R I C S  ( A A P )

(W AS HINGTON S T A T E  S O C I E T Y  O F  P E D I A T R I C S ) .
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To p  i c s : '

a.  " N e o n a t e s "  ( n e w b o r n  i n f a n t s )  do  n o t  b e c o m e  c a n d i d a t e s  f o r  r o u t i n e  o r

w e l l  n e w b o r n  i n f a n t  c a r e  u n t i l  a g e  4 8  h o u r s  a t  t h e  e a r l i e s t .  •

b. Information: *

( 1 )  D i s a p p e a r a n c e  o f  l u n g  f l u i d  an d  l u n g  a e r a t i o n  ( e x p a n s i o n ) ,  

a p p r o x i m a t e l y  4 8  h o u r s .

«

(2) Es t ab l i sh  normal h e a r t  f u nc t i on  w i t h  disappearance o f  murmurs and 
reverse blood f low through foramen ovale and ductus -  24 t o  48 hours.

(3)  Temperature ( t he r ma l )  i n s t a b i l i t y ;  i n a b i l i t y  t o  ma i n t a i n  adequate 
body temperature w i t h o u t  ex te rna l  added heat source -  24 t o  40 hours .

( 4 )  F l u i d  balance,  a d d  base balance,  kidney f u n c t i o n ,  u r i ne  
p r odu c t i on ,  e t c . ,  uns tab le  u n t i l  ago 24-40 hours.
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Adaptive processes of a more gradual but equally important nature involve 

the gastrointestinal tract - which for the first time must manifest patency 

from the mouth to the anus; the renal and genitourinary tract - must assume 

control of fluid and electrolyte balance, and solute excretion; metabolic and 

endocrine activities vital to nutritional homeostasis, growth and modifications 

of drugs or bodily breakdown products (e.g. bilirubin) necessary to facilitate 

excretion. .

The newborn is at a further disadvantage in terms of his or her ability to 

adjust to a new environment. Heat losses may be extensive due to the inordin- 

ately high body surface to weight ratio that the small infant manifests, hence 

the ability to withstand environmental cold stress is severely compromised. 

Furthermore, inadequate or immature immunologic defense mechanisms impair the 

ability to ward off certain types of infection.

All of these transitions and/or adjustments occur or have as their major time 

of impact during the first 48 to 72 hours of life, and the va^t majority of 

potentially anatomic, physiolgoic or biochemical deviations from normal may be 

recognized during this time period. With this in mind, it is the policy of this 

Committee as well as the recommendations of the Department of Pediatrics,

Division of Neonatal Biology, University of Washington School of Medicine that , 

optimum care for all newborn infants include a comprehensive physical examination 

competent physician and nurse medical care and hospitalization during the first 

48 hours of postnatal life. • . -
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During the first nine months of life the hitman dwells in a warm aquatic 

environment. He receives his total nutritional support from his mother and, 

with a few exceptions, his bodily functions (e.g. gas exchange, endocrinologic, 

excretory) are:accomplished by the placenta. With birth, the above situation is 

drastically altered in a very short period of time. There is, in fact, no ag~ 

during life when so many major, adaptations necessary for intact survival occur 

in such a short-time span. - # -

Immediate survival is accomplished by clearance of lung fluid, its replacement 

with air, and activation of surface active material lining the gas exchange 

surface of the lung. The result cf these processes is an elevation of the 

oxygen tension in the arterial blood, an increase in pulmonary blood flow, and 

gradual closure of the fetal shunts (Foramen, Ovale and Ductus Arteriosus).
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Act r e l a t i n g  to security deposits and p r epaid rent."

2/18/75 C O M M I T T E E  R E P O R T
JUDICIARY

H O U S E

Mr.  S p e a k e r :

The Comm i t  t ee  on

Date

COMMERCE has had HB 177

under  c o n s i d e r a t i o n .  A M a j o r  ? t y  o f  t h e  members o f  t h e  C ommi t t ee  

( ) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends i t  BE REPLACED WITH CS F O R ________________ AND THAT

CS F O R _____________________ DO PASS

( ) " a n d "  recommends i t  BE REFERRED TO THE __________________________

COMM ITTEE

( ) r e p o r t s  i t  back WITHOUT RECOMMENDATION 

( ) " o t h e r "

M e m b e r s '• s I gn I ng the  M a j o r i t y  r e p o r t :
y  k  /</ j/ii s— r -—  r

/  ■ / . - S v & i t ____________  . . .

V

___

____________

Members NOT c o n c u r r i n g  in t he  Maj o r i t y  r e p o r t :

t . ________  recommends:

- :Z  . ■__________ \_____ r e c o m m e n d s : / 1'' i

_________________________recommend s :

recommend s :

7 S' s S  /I recommends:  J  /  / /y  ^  a/ / 1 /

/

( /



O f f e r e d  in t h e  HOUSE: 

T o : ________________

A M E N D M E N T

B y :  UUliU.'i-L I, l . g t i

J-OUSE BILL No. 177 
SENATE BILL No. _

P a g e :  1 Line: 1 0 .1 1 .13 .16

Line 10

A f t e r  the word "an" insert the word "aggregate".

Line 11

After the word "landlord" delete the word "may" and insert 

the word "shall".

Line 13

A fter the words "inventory of" delete the word "existing" 

and insert the words "the condition of e x i s t i n g  facilities 

and furnishings and any".

Line 16

Section 2. AS 34.03.070(d) is amended to read:

(d) If the landlord fails to comply with (a) of this 

section, the tenant may recover twice the amount of the 

security deposit or prepaid rent paid, or $.100, w h i c h e v e r  

is more. If the landlord w i l l f u l l y  fails to comply with 

(b) of this section, the tenant may r e c o v e r  an amount not to 

exceed twice the actual amount withheld.



March 3, 1975

R ep re s e n t a t i v e  Bob Bradley, Chairman  
H ouse C o m m e r c e  Committee 
A l a s k a  State Legislature 
Jgnoau, A l a s k a  99001

Subject: u b  177 - Security Deposits

De ar  R e p r e s e n t a t i v e  Bradley:

As w e  d i s c u s s e d  on Saturday, March 1, 1975, here cire 
amendments to HR 177 as p r o posed by Commis s i o n e r - d e s i g n a t e  
Motley and myself.

1. On line 10, after "an" insert "aggregate".

This is to clarify that prepaid rent and security 
deposit, a dded tog e t h e r , cannot e x ceed twice the 
m o nthly rent.

2. On lino 11, change "may" to "shall".

This j.s to make certain the new language in 
mandatory. If any d e p o s i t  or p r epaid rent is to 
be c h a r g e d  by the landlord, the w r i t t e n  invontory 
m u s t  be m a d e  and signed by b o t h  parties.

3. On line 13, after "inventory of" strike "existing" 
and i n s e r t  "the condition of e x i s t i n g  facilities 
and f u r n i s h i n g s  and any".

This is to clarify the b ill's intent to require 
that landlord and tenant agree as to the condition 
of the p r e m i s e s  v/hcn the tenant moves in.
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4. O n e l i n e  16, add a n e w  section, a3 follows:

*Sec. 2. AS 34.03.070(d) is amended to read:

(d) If the lan d l o rd f a ils to c o m p ly w i t h  (a) of this 
se c t i o n , the tenant m a y  r e c o v e r twice the amount of the 
se c urity d e p o s i t  or p r epaid rent paid o r  $.100.* w h i c h e v e r  
Is more. If the landlord v/illfully falls to c omply w i t h  
*fb) o £“this section, the tenant may r e c o v e r  an amount not 
to e xceed twice the actual a m ount withheld.

This is to provide a m e asure of damages dor v i o l a t i o n  of 
(a) of this section. A t  p r e s e n t  there is no p e n a l t y  for 
v i o l a t i n g  this subsection.

T h a n k  y o u  for y o u r  consideration.

S i n c e r e l y ,

DEC:rojb

cc: Representative McKinnon
Commissioner Motley

D o n a l d  E. C l o c k s i n

D e p u t y  D i r e c t o r
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T e l e p h o n e  6 4 2 5

M a r c h  3, 1975

R e p r e s e n t a t i v e  Bob B r a d l e y ,  C h a i r m a n  
H o u s e  C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9 8 0 1

S u b j e c t :  HB 177 - S e c u r i t y  D e p o s i t s

D e a r  R e p r e s e n t a t i v e  B r a d l e y :

As w e  d i s c u s s e d  on S a t u r d a y ,  M a r c h  1, 1975, h e r e  are 
a m e n d m e n t s  to IIB 177 as p r o p o s e d  by  C o m m i s s i o n e r - d e s i g n a t e  
M o t l e y  a n d  m y s e l f .

1. O n  l i n e  10, a f t e r  "an" i n s e r t  " a g g r e g a t e " .

T h i s  is to c l a r i f y  t h a t  p r e p a i d  r e n t  a n d  s e c u r i t y  
d e p o s i t ,  a d d e d  t o g e t h e r , c a n n o t  e x c e e d  t w i c e  the 
m o n t h l y  rent.

2. O n  l i n e  11, c h a n g e  "may" to  "shall".

T h i s  is to m a k e  c e r t a i n  t h e  n e w  l a n g u a g e  is
m a n d a t o r y .  If any d e p o s i t  o r  p r e p a i d  r e n t  is to 
be  c h a r g e d  by  t h e  l a n d l o r d ,  t h e  w r i t t e n  i n v e n t o r y  
m u s t  b e  m a d e  a n d  s i g n e d  b y  b o t h  p a r t i e s .

3. On l i n e  13, a f t e r  " i n v e n t o r y  of" s t r i k e  " e x i s t i n g "
a n d  i n s e r t  "the c o n d i t i o n  of e x i s t i n g  f a c i l i t i e s  
and f u r n i s h i n g s  a n d  any".

T h i s  is to c l a r i f y  t h e  b i l l ' s  i n t e n t  to r e q u i r e  
t h a t  l a n d l o r d  a n d  t e n a n t  a g r e e  as to the c o n d i t i o n  
of t h e  p r e m i s e s  w h e n  the t e n a n t  m o v e s  in.



R e p r e s e n t a t i v e  B o b  B r a d l e y - 2 - M a r c h  3, 1 9 7 5

4. On line 16, add a n e w  section, as follows:

*Sfc. 2. AS 34.03.070(d) is a m ended to read:

(d) If_ the landlord fails to comply with (a) of this 
s e c t i o n , the tenant may r e c o v e r  twice the amount oT ~the 
security d e posit or p r e p a i d  rent paid or $ 1 0 0 , w h i c h e v e r  
is m o r e . If the l a n dlord w i l l f u l l y  fails”to comply with 
Tb) ot this section, the t enant may recover an a mount not 
to exceed twice the actual a mount withheld.

This is to p r ovide a m e a s u r e  of damages for viola t i o n  of 
(a) of this section. A t  p r e s e n t  there is no penalty for 
v i o l a t i n g  this subsection.

Thank y o u  for your consideration.

c c :  R e p r e s e n t a t i v e  M c K i n n o n

C o m m i s s i o n e r  M o t l e y

DEC:mjb

D o n a l d  E. C l o c k s i n

D e p u t y  D i r e c t o r
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Telephone 586X(KiSC 6425 

M E M O R A N D U M

To: Sen. Kerttula and Rep. Bradley, Chairmen, C o m m er ce  Committees 

From: Don Clocksin

Subject: C o n f i rm at io n he arings - C o m m i s s i o n e r - d e s i g n a t e  of C ommerce 

Date: Feb. 16, 1975

Since the C o m m i s s i o n e r - d e s i g n a t e  of C o m m e r c e  will be in front 
of your committ e es  for confirmation, you m a y  w i s h  to ask q u es tions 
re l at in g to the C ommerce D e pa rt me n t' s r e s p o n s i b i l i t y  in the area of 
rent control,.

In 1974 the Ei ghth L e g i s l a t u r e  adopted the E m e r g e n c y  Resident .i.al 
Mousing- Rent Regjilation and C o n t r o l Acb (AS 34.06; C h a p t e r  126, SLA 
1974; CSSB 520 am). The Act de clared that a publ ic  e m e r ge nc y m a y  exist 
when rental housing becomes so tight that rent gou gi n g occurs, and it 
req ui re d that the C om mi s s i o n e r  of Co mm er ce  adopt r e gu l at io ns  under 
which the G o v e r n o r —  could- declare--a-houslng e m e r g e n c y _ a n d  impose rent 
c o n t r o l s .(unless extended, the Act expires July 1, 19T5T N

To this date no regul at io ns  have been adopted or even proposed. 
The old Com mi s si on er  co nd uc te d "informational" hearings in Fa irbanks 
and Valdez,^-but-he-made no other attempt to c o m p l y  wi th  the legislative 
mandate. (Meanyliiia^there are several c om m un it ie s that p r e s e nt ly  h a ve 
a hous in g em er g en cy  a s~ de fi n ed  in the Act~ t h a t  should have rent control 
as the Le gislature intended- ■

I would hope that ,two<Lines of inquiry be pr es e nt ed  to the 
Commiss io ne r- de si g na te , (first^ does he intend to adopt r eg ul at io n s to 
prot e ct  c o mm un it ie s that^are being vi ct i m i z e d  by art i fi ci al ly  inflated 
rents; that is, wh at  does he think a bout rent c o n t ro l as a temporary 
e m e r ge nc y  solution for A l a s k a ' s  o v e r cr ow di n g?  ( S e co nd ,3does he intend 
to c o m p l y  w i t h  legisl a ti ve  m a n d a t e s  or does he;' T i k e  his predecessor, 
intend to ignore those le gi sl at i ve ly  imposed d ut ie s w h ic h he doesn ' t 
care for?

I also hope your co mm it te es  will look into the n e c e ss it y  for 
ex t e n d i n g and r e v i s i n g the Em er ge nc y Resid en ti al  Hou si ng  R e gu la ti on  
and Control Act. I have attached a copy.
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Chapter No. 

_-L28__

AN ACT

Relating to the establishment of rent regulation ar.i c: trol in 
emergency situations; and providing for an effective date.

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

* Section 1. AS 3L is amended by adding a new chapter to 
Vead:

CHAPTER 06. EMERGENCY RESIDENTIAL RENT 
REGULATION AND CONTROL.

See. 31).06.010. LEGISLATIVE FINDINGS, PURPOSE. The 
legislature finds and declares that

(1) a serious public emergency may exist in 
housing In Alaska when, because of sudden economic develop­
ment and .uneven population growth, there develops an acute 
shortage of dwellings in all or parts or Alaska;

(2) abnormal economic conditions affecting the 
availability of residential rental housing may produce 
serious threats to the public health, safety and general 
welfare and, to prevent these perils, standby preventative 
regulations that may be Invoked in the event of er. emergency 
should be promulgated. a,

See. 3*1.06.020. DECLARATION OF HOUSING EMERGENCY, (a) 
In accordance with regulations promulgated under sec. 30 of 
this chapter, when the governor finds that emergency condi­
tions exist with regard to residential rental housing, after 
public hearings in the area, or areas, affected, he may by 
written proclamation declare that.a spate of housing emer­
gency exists. A housing emergency* exists when the rate of 
vacancies in residential rental housing is rc low that there 
Is a substantial Impairment of free choice In residential 
rental housing or when the average vacancies ir, residential

Chapter 128

housing rentals falls below three per cent In the area, or 
areas, affected and remains below three per cent for a 
period of at least SO days. The proclamation shall state 
the -.ature of the housing emergency, designate the area, or 
areas, affected and be published generally through the state 
in the manner provided by law. When the state of emergency 
no longer exists, the governor shall issue a written pro­
clamation stating this fact and publish It generally through­
out the state in the manner provided by law.

(b) On issuing a proclamation of a housing emergency, 
the governor may Invoke the provisions of this chapter to 
regulate and control residential rents and evictions in some 
parts or all of the state.

Sec. 3*».06.030. SCOPE OF EMERGENCY HOUSING REGULATIONS. 
Subject to the Administrative Procedure Act (AS 1)1).62), the 
commissioner of commerce, who is charged with the admini­
stration of this chapter, shall promulgate regulations 
concerning the control of residential rents, including but 
not limited to provision for the establishment and adjust­
ment of maximum rents, the classification of residential 
housing accommodations and the regulation of evictions.

Sec. 3*).06.Cl)0. APPLICATION OF ADMINISTRATIVE PRO­
CEDURE ACT. (a) Administrative and adjudicatory proceedlnga 
conducted under this chapter shall be conducted under the 
Administrative Procedure Act (AS *)i).62).

(b) A final determination cr order Issued, or a 
regulation promulgated, under this chapter is subject to 
Judicial review under the Administrative Procedure Act (AS
1)1).62).

Sec. 3*1.06.050. DEFINITIONS. In this .-hapter

(1) "commissioner" means the comraJ-33ioner of
commerce;

(2) "department" means the Department of Commerce;

(3) "residential housing accommodation" means a 
single or multiple unit private dwelling, Including mobile 
homes, or a structure on the land that may be leased for any 
term of one week or longer, or other condition of tenancy, 
that is used for dwelling purposes.

Sec. 3**.06.060. SHORT TITLE. This chapter may be 
cited an the Emergency Residential Housing Rent Regulation 
and Control Act.

* Sec. 2. AS l|!).62.330 is amended by adding n new paragraph 
to read:

(37) Department of Commerce, under the Emergency 
Residential Rent Regulation and Control Act (AS 3»l.06).

* Sec. 3. This Act explros July 1, 1975.
'r

* Sec. I). Tills Act takes effect on the day after its passage 
and approval or on the day it becomes law without approval.

-2-

Approved by governor: Kir 1 8 , 1971)
Actual effective date: iy 19, 197L



L A W  O F F I C E S  O F

A L A S K A  LEGAL SERVICES C O R P O R A T I O N
3IS F IFTH  S TR EET ,  SU ITE  8 
J U N E A U . A U S K A  9 9 8 0 1

T e l e p h o n e  5 8 6 - ^ 1 ^ 6 4 2 5

S i n c e  t h i s  b i l l  m a y  so o n  a p p e a r  o n  t h e  H o u s e  floor, y o u  m a y  w a n t  
to u s e  th i s  memo.

I . B a c k g r o u n d .

The L a n d l o r e - T e n a n t  Act of 1973 was p assed one year ago.
S ince it was adopted, several pro b le ms  have arisen. According 
to news stories, the gre at es t  single l a n d l o r d - t e n a n t  co m plaint 
heard in the C onsumer Protec ti on  Division of the At to rn ey - 
General' s Office was about se curity deposits. Disputes over the 
a m ou nt  of d am ag e caused by a tenant and the reme di e s available 
have been common. C on fusion has ar isen a bo ut  h ow to calculate 
the m a x i m u m  charg es  that can be imposed by a landlord when a 
t e nant m ov es  in.

I I . P r es en t  L a w .

U nder p r e s en t law, a landlord can charge a depo si t or prepaid 
rent in an a m o un t n ot to exceed two months' rent. That means if 
the m o n t h l y  re nt  is $200, the m a x i m u m  that can be charged is 
$600:

$ 200 - first months' rent 
200 - last months' rent 
200 - s ecurity dep os i t 

$ 600

II. Wh a t the Bill Would D o .

1. The bill w o ul d add "aggregate" to cla ri fy  that deposit 
nnd p r e p a i d  rent, added t o g e t h e r , cannov. exceed two /times the 
rent.



M E M O R A N D U M
TO: Rep. Joe M c K i nn on - 2 - March 21, 1975

2. The bill wo ul d requ i re  that the l andlord and tenan t take an 
inventory of ex isting condi ti o ns  so that there will be fewer m i s­
unders t a n d i n g s  as to the c o n d i t i o n  of the premises w h e n  the tenant 
m o v e s  in. Man y landlords do this now, a c c o r di ng  to testimony 
from Ben M a r s h  of the A n c h o r a g e  L a n d l o r d  and P r o p er t y Managers 
Association. This will redu ce  the m i s u n d e r s t a n d i n g s  betw ee n 
landlord and tenant and eli mi na te  n ee dl e s s  litigation and hard 
feelings.

3. The bill would clar i fy  the e n f o r c e m e n t  section. Thr o ug h 
i nadvertence or whatever, whe n  the Ac t wa s  p assed last year 
there was no enfor c em en t p r o v i s i o n  pr ov id ed  for a v i o l a t i o n  of 
sub (a). This bill w o ul d  prov id e that if a landlord charges 
m o r e  than allowed, the tenant can r e c ov er  twice the a mo un t  of 
the e x c e s s . (e.g. if landlord in exam pl e  above c h ar ge s $700, 
tenant can reco ve r $200.) That is similar to r emedy adopted last 
year for a v i o l a ti on  of sub (b).

D EC:btg
cc: Rep. B r a d l e y k '
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M a r c h  3, 1975

R e p r e s e n t a t i v e  Bob Bradley, C h a i r m a n  
House C o m m e r c e  C o m m i t  toe 
A l a s k a  S t a t e  Legisl a t u r e  
J u n e a u ,  A l a s k a  99801

Subject: HB 177 - S e c urity D e p o s i t s

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

A s  v/e d i s c u s s e d  on Saturday, M a r c h  1, 1975, here tare 
a m e n d m e n t s  to IIP* 177 as p r o p o s e d  b y  C o m m i s s i o n e r - d e s i g n a t e  
M o t l e y  and myself.

1. On lino 10, after " a n” in s e r t  "aggregate".

This is to c l a r i f y  that p r e p a i d  rent and security  
deposit, a d ded t o g e t h e r , c a n n o t  e x c e e d  tv/ice the 
m o n t h l y  rent.

2. O n  line 11, change "may" to "shall".

Th i s  is to make c e r t a i n  the nov; l a n guage is
m a n d a t o r y .  If any d e p o s i t  or p r e p a i d  r e n t  is to 
be c h a r g e d  by the landlord, the w r i t t e n  i n v e ntory 
m u s t  be m a d e  and s igned b y  b o t h  parties.

3. O n  line 13, after "inventory of" s t rike "existing"
a n d  i n s e r t  "the c o n d ition of e x i s t i n g  facilities  
a n d  f u r n i s h i n g s  and any".

T h i s  is to clarify the b i l l ' s  i n t e n t  to r e q u i r e  
t h a t  l a n dlord and t enant agree as to the condi t i o n  
of the premises w h e n  the t e n a n t  m o v e s  in.

v



Representative BOo Bradley - 2 -  ̂ March 3, 1975

4. O n e l i n e  16, add a n e w  section, as follows:

*Sec. 2. AS 34.03.070(d) is a m e n d e d  to read:

(d) If the lan d l o r d  f a i ls to c o m p ly w i t h  (a) of this 
s e c t i o n , the t enant m a y  r e c o v e r  twice the a mount of the 
s e c u r i t y  d e p o s i t  o r  p r e p a i d  r e n t  paid or $ 1 0 0 , wh.\chever 
Is more. If the l a n d l o r d  w i l l f u l l y  fails to c o m p l y  w i t h  
Tbj o f t h i s  section, the t e n a n t  m a y  r e c o v e r  an a m o u n t  n o t  
to e x c e e d  twice the a c t u a l  a m o u n t  withheld.

Th i s  is to p r o v i d e  a m e a s u r e  of d a mages c5or v i o l a t i o n  of 
(a) of this section. A t  p r e s e n t  there is no p e n a l t y  for 
v i o l a t i n g  this subsection.

T h a n k  y o u  f o r  y o u r  consideration.

Sincerely,

DEC:rajb

cc: Representative McKinnon
Commissioner Motley

D o n a l d  E. C l o c k s i n

D e p u t y  D i r e c t o r
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"An Act r e l a t i n g  to changes in transportation tariffs."

C O M M I T T E E  R E P O R T

2/21/75 H O U S E JUDICIARY

Mr . S p e a k e r : Date ■ / /, / /

The Comm i t  t e e  on Commerce has had ilB 191

un de r  c o n s i d e r a t i o n .  A Maj o r  i t y  o f  t he  members o f  t h e  Commi t t ee  

( ) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends i t  BE REPLACED WITH CS FOR _______________  AND THAT

CS F O R _____________________ DO PASS

( ) " a n d "  recommends I t  BE REFERRED TO THE __________________________

COMMITTEE

( ) r e p o r t s  i t  back WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s i g n i n g  t h e  Maj o r  i t y  r e p o r t :

-~V„ . \ .7

_____

/
/ Ik)*-

/

Members NOT c o n c u r r i n g  in t h e  M a j o r ! t y  r e p o r t :

________________________  recommends:

________________________  recommends:

recommend s :

Chai rma n



•'An Act r e i kting to changes in public utility tariffs."

• .

C O M M  I T T E E  R E P O R T

2/21/75 H O U S E  JUDICIARY

M r . Speaker  : Da t e

The Comm i t  t ee  on Commerce has had HB 19:

u n de r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  members o f  t h e  Commi t t ee  

( ■) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends i t  BE REPLACED WITH CS FOR _______________  AND THAT

CS F O R _____________________ DO PASS

( ) " a n d "  recommends i t  BE REFERRED TO THE __________________________

COMM ITTEE

( ) r e p o r t s  i t  back WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s i g n i n g  t h e  M a j o r i t y  r e p o r t :

/
---

V ------ 7 tr////, ■-----— T— ,

»■» ' 1 /  /

Members NOT c o n c u r r i n g  i n  t he  M a j o r ! t y  r e p o r t :

_________________________ recommends:

_________________________ recommends:

_________________________ recommends:

_________________________ recommends:

recommend s :
/  f  J  /

/  r
/ .  / } J C ha i rma n



March «*, 1975

Daar Commissioners,

The house Commerce Committee will be holding hearings 

on House Bill 191, transportation tariff change, on 

W e d n e s d a y  March 1? at fi a.m. Please contact ur if you 

need more information.

Sincerely,

Alaska Transportation Commission
MacXay Building
A n c h o r a g e , Alaska

bl’/mr

Son Bradley



March 4, 1975

A laska Public U t i l ities Commission 
MacKey Building 
Anchorage, Alaska 99501

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

The House Co .-.mere a Committee w i l l  fco h o l d i n g  
hearings on the following bills, H B  102 and HB 243 
on public u t ility rates and tariffs will he 
h eard on Wednesday, M a r c h  12, and 'IB 19 on t e l e­
phone utilities will be held oonThursday March 13. 
T estim o n e y  will be h e a r d  at these times. Hearings 
are in Room 203 of the A s s embly Building at 3 a.m.

S i n c e r e l y ,

BB/mr

Bob Bradlev



POSITION PAPER 

REGARDING HR 191 

(AN ACT RELATING TO CHANGES IN TRANSPORTATION TARIFFS)

i

SUBMITTED BY

ALASKA CARRIERS ASSOCIATION, INC. 
3443 Minnesota Drive 
Anchorage, Alaska 99503

William L. Fritsch 
General Manager

Prepared March 11, 1975



O T E S  NON, Alaska Carriers Association, Tnc. bv William L. Fritsch, its General 
Manager, for and on behalf of the regulated for-hire common motor carriers under 
the jurisdiction of the Alaska Transportation Commission pursuant to Title 42,
Alaska Statutes and does hereby submit its opposition to the changes proposed
in AS 42.10.290(a) and AS 42.15.191(a) in the subject HB 191 for reasons
hereinafter set forth.

Presently the affected provisions of Title 42 prescribe a 30 day notice to the 
Commission and to the public of changes in motor freight tariffs. The proposal—  
to extend this 30 day notice period to 45 days is unnecessary and burdensome in 
that it duplicates and further extends an already rigorous and exhaustive 
procedure of public notice of proposed tariff changes.

Generally, it takes 10-12 weeks to effect a change in the agency motor freight 
tariffs issued by Alaska Carriers Association, Tnc. from the time of inception.
The procedure followed in implementing changes in our agency tariffs are
outlined in this Association's Agreement with the Interstate Commerce Commission 
under Section 5(a) of the Interstate Commerce Act which includes this Association's 
Articles of Incorporation and By-Laws. A copy of this agreement is attached hereto 
and by reference made a part hereof. Briefly, the procedure followed to implement 
changes in our motor freight tariffs is as follows:

1. Shippers as well as carriers may initiate changes in our motor freight
tariffs. Proposals for tariff changes must be submitted in writing.

2. Upon receipt of written proposals for tariff changes, this Association 
publishes a monthly "Rate Docket" which is available to the general
public on an annual subscription basis.

3. The monthly Rate Docket piiblication outlines the proposals received since the 
preceding monthly docket and announces a meeting of the Association's 
Standing Rate Committee. Notice of the meeting is given on at least ten 
days' notice exclv.ang the day of mailing of the docket, Saturdays, Sundays 
and holidays.

4. At its scheduled meeting the Standing Rate Committee receives testimony, 
evidence and arguments for and/or against proposals from nroponents
and opponents including shippers as well as competing carriers.

5. The Standing Rate Gommittee approves or disapproves the proposal(s) or 
may modify the proposal to insure its reasonableness.

6. Following the meeting of the Standing Rate Committee, the minutes of the 
meeting are published in the form of a "Disposition of the Rate Docket" 
and are mailed to docket subscribers allowing ten working days for:

1)-competing carriers to concur or withdraw from participation in 
the approved publication; and

2)-any interested parties to appeal the Standing Rate Committee's 
decision to our higher General Rate Committee.



7. Should a decision of the Standing Rate Committee be appealed to the General 
Rate Committee, notice of a General Rate Committee meeting is published 
and distributed to docket subscribers announcing the meeting of the 
General Rate Committee on not less than ten working days' notice.

8. At its meeting, the General Rate Committee also allows the submission of 
testimony, evidence and arguments for or against proposals referred or 
appealed to it. The General Rate Committee then renders its decision approving 
or disapproving the proposal or modifying the proposal to insure its 
reasonableness. - — =----

9. Following the meeting of the General Rate Committee the minutes of its 
meeting are published in the form cf a "Disposition Notice" again allowing 
at least ten working days for competing carriers to submit their concurrence 
or withdrawal from participation in the publication as approved for piiblication 
by the General Rate Committee.

10. Following the ten working day waiting period, actual tariff publication is 
made and transmitted to the Interstate Conmerce Commission and/or Alaska 
Transportation Conmission for filing on 30 days statutory notice to the 
Commission and to the public. Allowing for publication and mailing time 
this 30 day notice will normally consume 35-40 days as the formal piiblication 
must be physically received by the Commissions 30 full days prior to their 
scheduled effective date.

11. During the 30 day statutory notice period copies of the tariff publication 
are mailed to tariff subscribers and the official file copies are open 
for public inspection at the respective Commission offices. Interested 
parties may petition the Commissions for suspension and investigation of 
tariff changes thought to be unreasonable.

In addition to the extensive procedure outlined herein above the following points 
should also be observed:

1. Alaska Carriers Association, Tnc., as tariff publishing agent for the motor 
freight carriers of Alaska, does in fact receive nimerous proposals from 
shippers and shippers do in fact accively participate in our docketing 
procedure. IVhile it is true that small or occasional shippers may lack 
the time and expertise to participate in these tariff publication 
procedures they have the benefit of larger shipper participation and 
resulting protection.

2. For the same reasons that small or occasional shippers may not participate 
in the above reference procedures they lack the ability to employ counsel 
to actively participate in a formal suspension and investigation 
proceeding before the Alaska Transportation Commission and/or the 
Interstate Commerce Commission.

3. The Alaska Transportation Coimiission already has the authority to give 
pul)lie notice of proposed tariff changes and has done so from time to 
time. Additional delay in affecting tariff changes would unnecessarily 
delay rate reductions as well as needed increases.



4. Yet another restriction is now being placed on tariff publishing agents by 
the Interstate Commerce Commission requiring that tariff revisions and 
supplements be mailed to all tariff subscribers simultaneous with their 
formal filing with the regulatory agency.

5. Under the procedures outlined above, all competing carriers enjoy the 
free and unrestrained right to independent action regarding all tariff

6. Alaska Carriers Association, Inc. supports the budgetary request of 
Alaska Transportation Commission to include a rate analyst on the 
Commission staff. A rate analyst on the Commission’s staff would be 
extremely helpful to insure \ isonable and equitable transportation 
rates and charges.

TIIEREPDRF,, for reasons outlined above, Alaska Carriers Association, Tnc. 
respectfully submits that existing tariff publication procedures provide more 
than ample opportunity for interested shippers, shipper organizations, and 
the general public to be made aware of proposed tariff changes, including 
reductions as well as increases, and therefore the amendments to AS 42 
proposed in the subject IlfB 191 are unnecessary and burdensome for both carrier 
and shipper alike.

matters.

Respectfully submitted,

ALASKA CARRIERS ASSOCIATION, TNC.

William L. Fritsch,’ General Manager

cc: Alaska Transportation Commission 
Alaska Bar Association 
ACA Board of Directors
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L A W  O F F I C E S  O F

To: Rep. T e r r y  G a r d i n e r

A L A S K A  L E G A L  S E R V I C E S  C O R P O R A T 1

315 F IFT H  STREET ,  SU ITE  8 
J U N E A U .  A L A S K A  9 9 6 0 1

T e l e p h o n e  586-XiX K  6425

M E M O R A N D U M

F r o m : D o n  C l o c k s i n

■Subject: F l o o r  D e b a t e  - H B  192, P u b l i c  U t i l i t y  N o t i c e s

ate: M a r c h  20, 1975

S i n c e  y o u r  bill, H B  192, is in Rules, you m a y  w a n t  to r e f e r  
to this s u m m a r y  w h e n  it a p p e a r s  o n  the H o u s e  c a l e n d a r ,

I . B a c k g r o u n d .
T h i s  b i l l  o r i g i n a t e d  f r o m  the B u s h  J u s t i c e  C o n f e r e n c e  in 

June, 1974, in Minto, A l a s k a .  There, A l a s k a n s  l i v i n g  in r u r a l  
a r e a s  g a t h e r e d  to d i s c u s s  the d e l i v e r y  of s t a t e  s e r v i c e s  to the 
b u s h  a n d  to r e c o m m e n d  c h a n g e s .  O n e  p r o b l e m  i d e n t i f i e d  w a s  the 
l a c k  of  n o t i c e  and i n p u t  r u r a l  r e s i d e n t s  had o n  d e c i s i o n s  m a d e  
b y  a d m i n i s t r a t i v e  a g e n c i e s  t h a t  a f f e c t e d  t h e i r  lives. T h e  
A d m i n i s t r a t i v e  L a w  C o m m i t t e e  of the A l a s k a  Bar A s s o c i a t i o n ,  m a d e  
up  of l a w y e r s  r e p r e s e n t i n g  u t i l i t i e s  a n d  c o n s u m e r s  d e v e l o p e d  the 
l e g i s l a t i o n .

I I . P r e s e n t  L a w .
U n d e r  p r e s e n t  p r o c e d u r e s  of the A l a s k a  P u b l i c  U t i l i t y  

C o m m i s s i o n ,  if a u t i l i t y  r e q u e s t s  a r a t e  c h a n g e  o r  o t h e r  r e v i s i o n  
o f  its t a r i f f  f r o m  the A P UC, the C o m m i s s i o n  f iles it, n o t i f i e s  the 
p u b l i c ,  and, if no o b j e c t i o n s  are r e c e i v e d  w i t h i n  30 d a y s ,  the 
c h a n g e  g o e s  i n t o  e f f e c t  a u t o m a t i c a l l y .  The p r e s e n t  law r e q u i r e s  
30 days' n o t i c e  to the p u b l i c  from the date, the p r o p o s e d  r e v i s i o n  
is filed. S i n c e  d e l a y s  o c c u r  b e t w e e n  f i l i n g  w i t h  the A P U C  and ac t u a l  
p u b l i c a t i o n ,  s u b s t a n t i a l l y  less t h a n  30 days' a c t u a l  n o t i c e  is 
a v a i l a b l e  to c o m m e n t .  T e s t i m o n y  i n d i c a t e d  in 1973 t h a t  o n l y  17.3 
d a y s  a c t u a l  n o t i c e  to the p u b l i c  w a s  g i v e n ,  on the a v e r a g e .

III. W h a t  the B i l l  W i l l  Do.
T h e  b i l l  w o u l d  r e q u i r e  a t  l e a s t  30 days' a c t u a l  n o t i c e  to the 

p u b l i c ,  a n d  g i v e s  t h e  A P U C  15 d a y s  f r o m  the d a t e  the p r o p o s e d  
c h a n g e  is filed w i t h  t h e m  to i ssue the p u b l i c  n o t ice.

T h e  n e t  r e s u l t  is to i n c r e a s e  by 15 d a y s  the p e r i o d  of  t i m e  b e f o r e



a r e v i s i o n  c a n  t a k e  e f f e c t  a n d  to a s s u r e  m o r e  t i m e  for p u b l i c  
c o m m e n t .  T h e  b i l l  w i l l  n o t  a l t e r  t h e  r i g h t  of the A P U C  t o  a d o p t  
c h a n g e s  q u i c k e r  t h a n  t h a t  in e m e r g e n c i e s .

IV. S u p p o r t .
T h e  b i l l  is s u p p o r t e d  b y  the B u s h  J u s t i c e  M o n i t o r i n g  C o m m i t t e e ,  

A l a s k a  L e g a l  S e r v i c e s  C o r p o r a t i o n ,  t h e  A l a s k a  B a r  A s s o c i a t i o n ,  and 
is a p p r o v e d  b y  C o m m i s s i o n e r  Z e r b e t z  o f  t h e  A P U C .  T h e r e  is no  k n o w n  
o p p o s i t i o n .

cc: Rep. B o b  B r a d l e y



T E R R Y  G A R D I N E R
■STATE R EP R ES EN T A T IVE  

P O U C H  V  BOX 1092
J U N E A U  K ET CH IK A N

99811 99901
Alaska State Legislature

M a r c h  3, 1975

TO: Bob Bradley

PROM: Terry G a r diner M i .

SUBJECT: HB 191 and 192

HB 191 and 192 have been referred to your committee, and 
then they go to Judiciary. I introduced these bills at 
the request of the Sta' e Bar A s s o c i a t i o n  and Alaska 
Legal Services. Enclosed is a whole pile of back up 
materia] including a letter that you once wrote supporting 
such legislation when you were Director of SEACAP.
I have talked to Gordon Zerbets, the C o mmissioner of 
APUC, which would be affected by this legislation and 
he thinks that it is a great idea. I don't think that 
there will b.; any opposition to these bills, so speed 
them on their way if you can.



S O U T H E A S T E R N  M l  *SKm  
C O M M U N I T Y  

A C T I O N  P R O G R A M

JUNCAU. ALASKA 09S0I 
AHONf: 007 S«C»I090

May 22i 1973

Mr. Gordon J. Zerbet*, Commissioner 

Alaska Public Utilities Commission 

110 MacKay' Building 

Anchorage, Alaska 99501

ThJCEIVED APUC
Dear Mr. Zerbetz:

j^y 73 J4J 0? The Southeastern Alaska Community Action P r o gram works with the villages

in Southeastern Alaska. Through this close w o r king relationship we are able 

to b e t t e r  understand the needs of these rural people than are ma n y  agencies. 

The Public Utilities Commission decisions are such that they have widespread 

effect on the people and villages of Southeastern. F or this reason SEACAP 

has taken interest in the upcoming PUC public hearing. SEACAP is concerned 

about the type of notices the utility companies now utilized to i nform their 

subscribers of rate changes. T h e  predominate method is to p u b lish w r i tten 

notices in the legal column of the newspaper that services the affected area, 

c This method h a 3 several obvious shortcomings for the village people. Many

people living in the village do not receive newspapers. Ma n y  older people 

are not able to read or read w i t h  great difficulty. Few people take the 

rime to read the legal columns even if they are receiving a newspaper. As 

not to critize without suggestions for improvement SEACAP does hav e  several 

recommendations. The notice of rate changes should be continued in the news­

papers. In addition, notices should be posted in public buildings (i.e. post

office, city hall) and on community bull e t i n  boards. Individual notices 

should also be sent to subscribers w i t h  their regular utility bill, at least 

30 d a y3 before the rate change is to become effective. Announcements on the 

radio should also be used to spread this type of information. To insure all 

the people understand, the announcement should be read in English and the 

dialect native to the affected area. The adoption of these recommendations 

would bring better service to the public.



527 Thi rd Avenue
m
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May 29, 1973

Mr. Jack Stearn
Execut ive D i r e c t o r  n
Alaska Publ Ic  U t l I I t l e s  Commission 
1100 MacKay Bu i ld ing 
338 Denal i  S t ree t  
Anchorage, Alaska 99501

Dear Mr. Stearn,

I t  has been brought to  our  a t t e n t i o n  t h a t  you are s o l i c i t i n g  comments on 
T i t l e  3 t o  Implement AS 42.05 as i t  re l a t es  t o  not i ce  t h a t  u t i l i t y  companies 
must provide to  t h o t r  customers whenever these companies set  or  change t h o i r  
ra tes .

TriGEIVED / m i *  Doyon, Limi ted Is a nat i ve Regional Corporat ion wi th  a very deep i n t e r e s t  
( i'n u t i l i t i e s  w i t h i n  the 42 v i l l a g e s  in our  region.  We have been aware f o r  

some t ime t h a t  the not ice f o r  pub l i c  hear ings on ra te  changes and serv ice has 
• j j j .  b^en t o t a l l y  Inadequate.

1 would l i k e  t o  thank tho Commission f o r  s i nce r e l y  looking In to  t h i s  
problem and doing something about I t .

We bel ieve t h a t  fu tu re  pub l i c  no t i ce  should be given by radio as wel l  as
newspapers. Newspaper not i ce is genera l l y  In The legal sect ion and receives 
very l i t t l e  s c r u t i n y .  Radio not i ces would be j u s t  an add i t i ona l  way to  mako 
sure t h a t  as many people as poss ib le  know about tho hear ings.  A d d i t l on a ' Iy 
we feel  t h a t  nat i ve  languages should be used where the language Is used moro 
thon Engl i sh.

One f i n a l  method of  n o t i f i c a t i o n  we bel ieve should bo used is t o  requi re
the u t i l i t y  t o  g ive w r i t t en  not i ce  to  i nd i v i dua l  customers along wi th  u t i l i t y
b i l l s .

Please enter  t h i s  l e t t e r  Into the o f f i c i a l  t r a n s c r i p t  of  hear ing.

J

Execut ive Vico President
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"Ar* Act r e l ating to the Alaska net incone tax deductions and
credits arid p r o v iding for an effective date/'

2226/7:

Mr . S p e a k e r :

The Comm i t  t ee  on

C O M M I T T E E  R E P O R T

H O U S E FINANCE

Da te

Commerce has had 1!B 208

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t he  members o f  t h e  C ommi t t ee  

( ) recommends i t  DO PASS 

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT(S) &
( recommends i t  BE REPLACED WITH CS FOR

CS FOR U S  2  o  i DO PASS

( ) " a n d "  recommends I t  BE REFERRED TO THE 

COMMITTEE

( ) r e p o r t s  i t  back WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s i g n i n g  the  M a j o r ! t y  r e p o r t :

v*v ‘ . - A -  .)

AND THAT

Members NOT c o n c u r r i n g  i n  t he  M a j o r ! t y  r e p o r t :

_________________________ recommends:

_________________________ recommends:

_________________________ recommends:

recommend s :

Chai rma n



HOUSE B ILL  208
POTENTIAL REVENUE EFFECTS 

($000 Omitted)

P rovision FY 76 FY 77 FY 78 FY 79 FY 80

Elimination of Foreign 

Tax Credit 917 1,001 1,433 1,825 1,889

L imitation on Investment 

Credit 2,403 2,187 6,552 4,286 4,408

E limination of Percentage 

Depletion 3,000 3,437 15,038 17,072 18,352

Total Potential 

Revenue Effect 6,320 6,625 23,023 23j 183 24,649

Note: Effect of Domestic International Sales Corporations not included since

data are not available as to the number or extent of activity of 

p otential RISC's. Theoretically, all exports from the State could 

qualify for this tax shelter.



D E P A R T M E N T  O F  R E V E N U E  /

OFFICE OF THE COMMISSIONER / POOCH S — JUNEAU 99801

March 17, 1975

The Honorable Bob Bradley, Chairman 

House Commerce Committee 

Alaska State Legislature 

Pouch V

Juneau, Alaska 99811

D e a r  Mr. Bradley:

House Bill No. 208, an Act relating to the Alaska fiet income tax deductions and 

credits, was introdqced on February 26, 1975 and Was referred to the House Commerce 

and Finance Committee

For the consideration of the Commerce Committee, I am enclosing a copy of a 

memorandum dated March 10, 1973 from Frederick P. Boetsch, Deputy Commissioner 

of the Department of Revenue, concerning tax loopholes or potential tax loopholes 

that are presently on our statutes that would be eliminated by the proposed 
legislation.

If you, or any members of your Committee, have any questions on the material 

submitted, kindly advise the writer by telephone at 465-2397 and I will contact 

Mr. Boetsch for further material or testimony.

Very truly yours,

' V  .*"• ir'S'K a /
R. D. Stevenson 

Special Assistant

RDS:rl

cc T h e  Honorable Hugh Malone 

Chairman

House Finance Committee

Frederick P. Boetsch 

Deputy Commissioner 

Department of Revenue



STATE 
pf ALASKA

R. D. Stevenson 

Special Assistant 

Department of Re venue DATE March 10, 1975

FROM,
Frederick P. Boetsch

SUBJECT:
H B  208i ■

Deputy Commissioner for Taxation 

Department of Revenue

I have reviewed H B  208 which eliminates Foreign T ax credits from reference in 

the Alaska Net Income T a x  Act, limits the application of Investment Credit to 

$100,000 of equipment purchased and placed in use each year, deletes the tax 

shelter provided for Domestic International Sales Corporations, and eliminates 

percentage depletion as a deduction for income tax purposes.

T h e  Foreign Tax Credit is allowed b y  the Federal Government to offset 

duplicate taxation on the same income. This is due to the fact that the Federal 

Government taxes world-wide income of domestic corporations. However, w h e n  

applied to the state income tux return, the credit amounts to a double reduction 

of state taxes. A n y  corporation which reports to us on a world-wide basis 

apportions its income to Alaska using the three factor formula (Sales, Property, 

and Payroll) . This means that Alaska gets a share of the income related to the corpo­

ration’s activities in the state. Alaska is not taxing the income earned in a foreign 

country - only the income earned in Alaska. Therefore, the credit is not appropriate 

since it bears no relation to the income taxed by Alaska. W o  have issued an adminis­

trative ruling to this effect but believe that a clear expression of this policy in the 

statutes is necessary to avoid confusion and possible litigation.

T h e  investment credit is a tool used b y  the Federal Government to stimulate the 

purchase of equipment during a period of economic slack. It i*' doubtful that 

such stimulation is needed in our state which is currently experiencing a b o o m .
It is apparent that the state will lose a large n umber of tax doUars if the credit is 

continued for state tax purposes.

T h e  attached schedule indicates that w e  could lose almost $20 miUion between now 

and 1980. Almost 3/4 of these benefits would go to large international firms doing 
business in our o w n  state. Although this would be a loss to the Treasury and, 

therefore, to Aluskans, it would not increase investment by these corporations in 
our state. In short, w e  would be giving away $15 million dollars. O n  the other 
hand, the bill provides that the small businessman would continue to receive 
the benefits of the credit.

O u r  projections are based on a noi’mal growth rate consistent with our most recent 

projections of corporate tax coUections exclusive of the pipeline and other effects; 

the investment credit directly related to equipment used in the construction of the 

pipeline and the line and reluted facilities themselves; and Aluska's share of other 

oil companies on a world-wide basis, but of which Alaska would receive an appor- 
tionable share. T h e  normal investment credit rate of 16.8263°o was derived from



R .  D .  S t e v e n s o n - 2 - M a r c h  10, 1975

statistics provide 1 b y  the Internal Revenue Service and represents an average invest­

ment credit in relation to the net taxes paid.

T h e  next provision seeks to disallow the .tiling of a return as a Domestic International 

Sales Corporation under Internal Revenue Code Section 991 for the purposes of meeting 

the Alaska Net Income Tax Act requirement. This is a provision that w a s  enacted b y  

Congress in 1971 to stimulate exports. Basically, it allows companies w h o  have export 

sales to form a subsidiary corporation for the purpose of handling the exports.

This subsidiary corporation is net subject to direct coi*porate taxation. Instead,

50% of the profits are taxed directly to the parent corporation and the other 50% 

are deferred until such time os actually distributed to the parent corporation or 

until such time as the parent disposes of its stock in the DISC or the election to be 

treated as a DISC is revoked. T h e  idea that Congress had in mind w as that thi3 

would allow us to export goods on a more competitive basis and help the national 

balance of payments situation.

W e  do not think that such an incentive is either necessary nor desirable in Aluska. 
There is a great deal of interest in exporting all our natural resources to foreign 

countries at the present time and a tax break does not seem to be necessary in order 

to continue or spur on the export industries. It could m e a n , however, that Alaska 

resources could be exported through the vehicle of a DISC without any income tax 

being paid on such exports. T he DISC itself as indicated would be non-tnxable. 
Although tho parent corporation would be deemed to have received a dividend equal 

to 50% of the income during the tax year it is possible that the parent might be a corpo­

ration not doing business in Alaska and therefore could not be taxed on the deemed 

distribution. Although it is possible w e  could assert jurisdiction on the basis of the 

combination provisions of the Multistate Ta x  Compact w e  could wind u p  in court on 

the issue. Since this provision in the Internal Revenue Code does not have any 
advantage for Alaska and does not seem to be in the best public interst of Alaskans, 

w e  think that the easiest, simpilost and most straight fo-’ward  w a y  to solve this 

problem would be to eliminate the possibility b y  deleting that Internal Revenue Code 

provision from our statutes.

I a m  unable to predict the effects on Treasury since w e  do not have any historical 

background on these corporations.

T h e  percentage depletion allowed by the Internal Revenue Code is also eliminated 

While there is great controversy raging in Congress on whether this allowance should 

continue for oil and gas (a bill to eliminate it recently passed the House), there 
really is no such question in Alaska. Industry is eager to develop our resources 

and continue exploration here. What w e  are doing, in effect, by continuing to 
allow percentage depletion on Alaska Income T a x  returns is helping to subsidize 
exploration in other parts of the world. The revenue losses ure substantial as 

is indicated by the attached schedule.

This Bill, then would eliminate m a n y  of the tax loopholes or potential loopholes 

which are presently on our statutes. These loopholes represent poor tax policy 

from Alaska's viewpoint and cause a considerable drain on the State Treasury.

This drain will grow muc h larger unless w e  plug it n o w .

FPB:sp

Attachment



HOUSE BILL 203 

POTENTIAL REVENUE EFFECTS 

($000 Omitted)

P r o v i s i o n  FY 76 FY 77 FY 78 FY 79 FY 80

Elimination of Foreign
Tax Credit 917 1,001 1,433 1,825 1,889

Li m i t a t i o n  on Investment
Credit 2,403 2,187 6,552 4,286 4,408

E l i m i n a t i o n  of Percentage
Depletion 3,000 3,437 15,038 17,072 18,352

Total Potential
Revenue Effect 6,320 6,625 23,023 2 3 ,183 24,649

N o t e : E f f e c t  of Domestic I n t e r n a t i o n a l  Sale.*: C o r p o r a t i o n s  not i n c l u d e d  s i n c e

d a t a  a r e  not a v a i l a b l e  as to the n u m b e r  or extent, of a c t i v i t y  of 

p o t e n t i a l  DISC's. T h e o r e t i c a l l y ,  al l  e x p o r t s  f r o m  the S t a t e  c o ul d  

q u a l i f y  for this tax s h e lter.



k u »  M B m m m

M l
R. D. Stevenson 

Special Assistant

Department of Revenue date » March 10, 1975

)M: skyf/ W  SUBJECT.
Frederick P . Boetsch OyJ ** H B  208

Deputy Commissioner for Taxation 

Department of Revenue

I have reviewed H B  208 which eliminates Foreign Tax credits from reference in 

the Alaska Net Income Tax Act, limits the application of Investment Credit to 

$100,000 of equipment purchased and placed in use each year, deletes the tax 

shelter provided for Domestic International Sales Corporations, and eliminates 

pei’centage depletion as a deduction for income tax purposes.

The Foreign Tax Credit is allowed by the Federal Government to offset 

duplicate taxation on the same income. This is due to the fact that the Federal 

Government taxes world-wide income of domestic corporations. However, wh en  

applied to the state income tax return, the credit amounts to a double reduction 
of state tuxes. A n y  corporation which reports to us on a world-wide basis 

apportions its income to Alaska using the three factor formula (Sales, Property, 

and Payroll). This means that Alaska gets a share of the income related to the corpo­

ration's activities in the state. Alaska is not taxing the income earned in a foreign 

country - only the income curned in Alaska. Therefore, the credit is not appropriate 

since it bears no relation to the income taxed by Aluska. W e  have issued an adminis­

trative ruling to this effect but believe that a cleur expression of this policy in the 
statutes is necessary to uvoid confusion and possible litigation.

The investment credit is a tool used by the Federal Government to stimulate tho 
purchase of equipment during a period of economic slack. It is doubtful that 
such stimulation is needed in our state which is currently experiencing a boom.

It is apparent that the state will lose a large number of tax dollars if the credit is 
continued for state tax purposes.

The attached schedule indicates that w e  could lose almost $20 million between now 

and 1980. Almost 3/4 of these benefits would go to large international firms doing 
business in our o w n  state. Although this would be a loss to the Treasury and, 

therefore, to Alaskans, it would not increase investment by these corporations in 
our state. In short, wo would be giving away $15 million dollars. O n  the other 
hand, the bill provides that the small businessman would continue to receive 
the benefits of the credit.

Our projections are based on a normal growth rate consistent with our most recent 

projections of corporate t.ix collections exclusive of the pipeline and other effects; 

the investment credit directly related to equipment used in the construction of the 

pipeline and the line and related facilities themselves; and Alaska's share of other 

oil companies on a world-wide basis, but of which Alaska would receive an appor- 
tionable share. The normal investment credit rute of 16.82C396 was derived from
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statistics provided by the Internal Revenue Service and represents an average invest­

ment credit in relation to the net taxes paid.

The next provision seeks to disallow the filing of a return as a Domestic International 

Sales Corporation under Internal Revenue Code S action 991 for the purposes of meeting 

the Alaska Net Income Tax Act requirement. This is a provision that was enacted by 

Congress in 1971 to stimulate exports. Basically, it allows companies w h o  have export 

sales to form a subsidiary corporation for the purpose of handling the exports.

This subsidiary corporation is not subject to direct corporate taxation. Instead,

50% of the profits are taxed directly to the parent corporation and the other 50% 

are deferred until such time as actually distributed to the parent corporation or 

until such time as the parent disposes of its stock in the DISC or the election to be 

treated as a DISC is revoked. The idea that Congress had in mind was that this 

would allow us to export goods on a more competitive basis and help the national 

balance of payments situation.

We do not think that such an incentive is either necessary nor desirable in Alaska. 

There is a great deal of interest in exporting all our natural resources to foreign 

countries at the present time and a tax break does not seem to be necessary in order 

to continue or spur on the export industries. It could mean, however, that Alaska 

resources could be exported through the vehicle of a DISC without any income tax 
being paid on such exports. Tito DISC itself as indicated would be non-taxable. 

Although the parent corporation would be deemed to have received a dividend equal 

to 50% of the income during the tax year it is possible that the parent might be a corpo­

ration not doing business in Alaska und therefore could not be taxed on the deemed 

distribution. Although it is possible w e  could assert jurisdiction on the basis of the 

combination provisions of the Multistate T a x  Compact w e  could wind up in court on 

the issue. Since this provision in the Internal Revenue Code docs not have any 
advantage for Alasku and does not seem to be in the best public interst of Alaskans, 

w e  think that the easiest, simpilest und most straight forward w ay to solve this 

problem would be to eliminate the possibility by deleting that Internal Revenue Code 

provision from our stututes.

I a m  unable to predict the effects on Treasury since w e  do not have any historical 

background on these corporations.

The percentage depletion allowed by the Internal Revenue Code is also eliminated 

While there is great controversy raging in Congress on whether this allowance should 

continue for oil and gas (a bill to eliminate it recently passed the House), there 

reully is no such question in Alaska. Industry is eager to develop our resources 

and continue exploration here. What w e  are doing, in effect, by continuing to 

allow percentage depletion on Alaska Income Tax returns is helping to subsidize 
exploration in other parts of the world. The revenue losses are substantial as 

is indicated by the attached schedule.

This Bill, then would eliminate many of the tax loopholes or potential loopholes 

which arc presently on our statutes. These loopholes represent poor tax policy 

from Alaska's viewpoint und cause a considerable drain on the State Treasury.

This drain will grow m u c h  larger unless w e  plug it now.

FPlhsp 

Attachment



HOUSE BILL 208 

POTENTIAL REVENUE EFFECTS 

($000 Omitted)

Provision FY__ 76 FY 77 FY 78 FY 79 FY 80

Elimination of Foreign

Tax Credit 917 1,001 1,433 1,825 1,889

Limitation on Investment

Credit 2,403 2,187 6,552 4,286 4,408

Elimination of Percentage

Depletion 3 ,000 3,437 15,038 17,072 18,352

Total Potential

Revenue Effect 6,320 6,625 23,023 23,183 24,649

Note: Effect of Domestic. International Sales Corporations not included since

data are not available as to the number or extent of activity of 

potential DISC's. Theoretically, all exports from the State could 

qualify for this tax shelter.



"  i-'-'r-'"i 1
EDWARD W. BORGEN, Sr.
Legislative Representative
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Union Oil Company of California

u m ^ n
In Reply Give No.

M a r c h  14, 1975

To: E d m u n d  W. Bluth

From: T h o ma s E. Edwards

A r g u m e n t s  A g a i n s t  HB 208

I s u g g e s t  the following letter be r e f e r r e d  to the appr op ri at e 
A l a s k a  C o m m i t t e e  h e a r i n g  on HB 208:

U n i o n  Oil C o mp an y i opposed to the m o d i f i c a t i o n s  of the federal 
t ax s tr uc tu re  for purposesT’of A lask a n et income t a x a t i o n  as p r o­
p o s e d  by House Bill 208.

In a d o p t in g the federal tax s tr uc t u r e  as a base for A l a s k a  net 
i n co me  taxation, A l a s k a  has c o d i f i e d  a well integr at ed  sy stem 
d e s i g n e d  not only for the c o l l e c t i o n  o f  revenue b ut also a 
s y s t e m  des ig ne d to p r ov id e i nc en t i v e s  for capi ta l formation 
w h i c h  encourage': c o n t i n u e d  e c o n o m i c  development. A further o b­
jective of the federal tax s y s t e m  is to corr e ct  c om pe t i t i v e  i m­
ba l a n c e s  c r e a t e d  by d if fe r e n c e s  in i n t er na ti o na l taxation.
HB 208 w o u l d  e l i m i n a t e  the m a j o r  s ub st a n t i v e  p ro vi s io ns  in these 
areas. Be lo w  is a d i s c u s s i o n  of the vari ou s credits and d e­
ductions  HB 208 seeks to e l i m i n a t e  a nd a d i s c u s s i o n  of the 
p r o b a b l e  e c o n o m i c  r a m i f ic at io ns  of such action.

J o b  D e v e l o p m e n t  Investment. C r e d i t

H B  208 reduces to the po i nt  of e x t i n c t i o n  the job d e v e l o p m e n t  
i n v e s t m e n t  credit a l l o w e d  u nd er  IRC 50. The job d e v e l o p m e n t  c r e d i t  
e n c o u r a g e s  a type of capital fo rm at io n w h i c h  relates d i r ec t ly  to 
e c o n o m i c  progress, to cost reduction, to the u t i l i z a t i o n  of n e w  
me th od s,  to the c r e a t i o n  of e mp loyment, and to the a d v a n c e m e n t  
of p r o d u c t  quality.

A t  a time when the N a ti on  is s uf fe ri ng  from wh at  e c o n om ic  
c om me n t a t o r s  have c h a r a c t e r i z e d  as the w o r s t  rec es si on  since 
the G r e a t  Depression, this p r o v i s i o n  of HB 208 w o u l d  be a step 
backwards. Indeed, there is c u r r e n t l y  a b i p a r t i s a n  effo rt  b e­
fore the U n i t e d  States C o n gr e ss  to raise the job d e ve l op me nt

G e n t l e m e n :
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t a x a t i o n  a n d  ad v a l o r e m  taxation. The ne t re sult o f  e l i m i n a t­
ing p e r c e n t a g e  d e p l e t i o n  w o u l d  be an o v e r a l l  d i m u n i t i o n  of the 
A l a s k a n  tax base.

A n o t h e r  i m p l i c a t i o n  of r e d u c e d  e x p l o r a t i o n  a c t i v i t y  is the loss 
o f  e m p l o y m e n t  a s s o c i a t e d  w i t h  p e t r o l e u m  e xp lo ration. In a 
p e r i o d  of h i g h  u n e m p l o y m e n t  this is a p a r t i c u l a r l y  g e r m a n e  c o n­
cern.

F o r e i g n  T a x  Credits, DISC D eferral

T he f o r e i g n  tax c r ed i t m a k e s  it p o s s i b l e  to a v o i d  d o u b l e  t a x a­
tion of the same i n c o m e — once by the foreign g o v e r n m e n t  and 
again by the U.S. a nd st ates w h i c h  have a d o p t e d  the federal tax 
system. Since all o t h e r  i n d u s t r i a l i z e d  nati on s avoid double 
taxation, a b a n d o n m e n t  of this p o l i c y  w o u l d  m a k e  A m e r i c a n  c o m­
pani e s  non-compe ti ti ve .

As a result, U.S. c o m p a n i e s  w o u l d  be p r e c l u d e d  fr om  s e l l i n g  
A m e r i c a n  goods abroad. This w o u l d  lead to i n d u s t r i a l  u n e m p l o y­
me n t  in the U n i t e d  State s a nd seve re ly  da mage o u r  b a l a n c e  of 
p a y m e n t s  position.

T h e  D I S C  d e f e r r a l  of income tax is a m e a s u r e  w h i c h  c o r re c ts  for 
i m b a l a n c e s  in i n t e r n a t i o n a l  taxation. The E u r o p e a n  i nd us tr ia l 
c o m m u n i t y  exempts from the V a l u e  A d d e d  Tax i n d u s t r i a l  pr oducts 
w h i c h  are exported. DISC d e f er ra l  is the c o r r e s p o n d i n g  U.S. tax 
i n c e n t i v e  for exportation. This p r o g r a m  was d e s i g n e d  to d i s­
cour a g e  U.S. i n d u st ry  from e s t a b l i s h i n g  factories in for ei gn  
c ou ntries in o r d e r  to r e ma in  comp e ti ti ve . E x p a t r i a t i o n  of U.S. 
i n d u s t r y  a c c el er a te s b a l an ce  of p a y m e n t  defi ci ts  and local u n­
employment.

T h e s e  tax p olicies have in large m e a s u r e  b e e n  r e s p o n s i b l e  for 
the c o n t i n u e d  success of A m e r i c a n  e n t e r p r i s e  in the w o r l d  m a r k e t­
place. To the e xt en t  that states e l i m i n a t e  these p r o v i s i o n s  from 
state net income taxation, the e f f e c t i v e n e s s  of these tax po l ic ie s 
is mitigated.

C o n c l u s i o n

HR 208 by d i s a l l o w i n g  c e rt ai n  d ed uc ti o ns  and credi ts  w o u l d  d i s­
rupt the nati on al  scheme for the p r o m o t i o n  of e c o n o m i c  w e l l­
bein g  by a process of "picking and choosing" among tax b e n ef it s 
to be conferred. This p r o ce ss  has ser i ou s i mp li c a t i o n s  for the 
e c o n o m i c  h ea lt h of Alaska.
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March 17, 1975

Rep. Bob Bradley 
Chairman, Com me rc e Committee 
Pouch V
Juneau, Alaska 99811 

Dear B o b :

Thank you for your letter of 
ing me of the h e ar in g sohedul 
ing HB ? 0 8 .

1 regret T will be unable to be there to give testimony, 
as 1 will be out of town on business at that time.

I i a r o.l d D . 8 i r a n d b e r g, /) »t ;
HDS/srrri C o n s u l t i n g  En gi ne er



J u ne au  address;

Qldward .!. Borgen.Sr. 
P r o s p e c t o r  H o t e l  - #3 10

Producers of o OLVING PULP

K E T C H I K A N  P U L P  C O :

M a r c h  13, 1975

U .S .A .

EDWARD W. EORGEN, Sr.
Legislative Representative

The H o n o r a b l e  Hob Brad le y  
Chairman, House Commerce Committee 
State House of R e p r e s e n t a t i v e s  
Capitol Building.
Juneau, Alaska Re: HP. 208

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

The above bill, r e l a t i n g  to Alask a ne t income 
t a x  ded c ti on s and credits, w a s  sent to K et ch i ka n 
Pulp C o m p a n y  on ‘larch 1st. The a c c o u n t i n g  d e p a r t­
me n t  there is in the p r o c e s s  of m a k i n g  an a nalysis 
of the bi ll  to de te rm i ne  the impac t r e p e a l  might 
have on. the company.

We w i l l  n o t  be able to in tr oduce t e s t i m o n y  
at the h e a r i n g  sc he du le d for 8 :0 0 A Friday, 
and a s k  th a t y o u  g ra n t an a d d i t i o n a l  seven (7) 
d ay s b e f o r e  the n e x t  h e a r i n g  on this legisluti >n. 
D u r i n g  this pe riod of time a d e t e r m i n a t i o n  c an be 
m a d e  w h e t h e r  or n ot it will be n e c e s s a r y  to have 
a w i t n e s s  apponr, or to pr< • ;nt w r i t t e n  testimony.

T h a n k  y ou for y o u r  co n si d e r a t i o n  of this request.

Hon. Oral F r e em an  
C o mm ittee M e m b e r  
House Comm er ce
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Are Percentage Depletion and the Foreign Tax 
Credit Obsolete?

An Analysis of the U.S. Senate Debate on 
Petroleum Taxation During Consideration of Debt 

Ceiling Legislation (II. R. 14832). June 17-26 , 1974

A m e r i c a n  P e t r o l e u m  I n s t i t u t e
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S U M M A R Y

Introduction. During the recent Senate debate on tax 
amendments to the debt ceiling bill (H. R. 14832), it 
was agreed that the national interest requires increased 
domestic output of oil and gas. Yet several Senators 
proposed elimination of percentage depletion. Can the 
country have both the increased supplies ii needs and a 
heavier lax burden on the petroleum industry?
I. RECENT INDUSTRY PROFITABILITY. Has
the petroleum industry become inordinately profita­
ble? Profit improvement began in 1973; and in the first 
nine months of 1974, profits of 27 American com­
panies were up 66 percent, giving a rale of return of 21 
percent on net worth. In the absence of inventory prof­
ils, the return would have been about 18 percent. 1 f the 
Energy Tax Act, H. R. 17488, had been in effect, the 
18 percent return would have been less than 14 per­
cent, apart from the Windfall Profits Tax. The Chase 
Manhattan Bank has estimated that “The rate of return 
on invested capital will need to range between 15 and 
20 percent.” Costs are increasing rapidly, and foreign 
production profits are threatened by a variety of host 
government actions.

In a period of severe inflation, generally accepted fi­
nancial accounting practices overstate real profits. 
Moreover, the extractive industries generally ex­
perience increasing real costs as they lap progressively 
more difficult geological prospects. Thus, the true prof­
its of the petroleum industry are further distorted.

One “representative study" estimated the capital re­
quirements for the domestic petroleum industry bet­
ween now and 1985 at $36 billion per year apart from 
further inflation—four times the expenditure rale of 
the past five years anil far more than current profits.
II. RECENT INDUSTRY TAX BURDEN. Some oil 
industry critics state that the 1972 Federal income 
taxes paid try oil companies averaged only about 6 per­
cent of their net incomes. 'I bis falsely compares world­
wide income with United States income taxes, rather 
than comparing worldwide income with worldwide in­
come .axes. On the latter basis, the worldwide effective 
income tax rate for all of the companies was about 50 
percent. To raise the 6 percent ratio to 48 percent 
would require a United Slates lax increase which would 
wipe out the companies’ worldwide profits.

Looking only at United States income taxes, the base 
should be United States income. On this basis, the 
effective United States income tax rate for 1972 was 
about 25 percent. The analysis should include a l l  taxes 
paid. E x c l u d i n g  sales or excise taxes on products, the 
total petroleum industry lax burden is 6 percent of 
gross revenue; the average for other businesses is 5 
percent.

III. FOREIGN OPERATIONS OF AMERICAN 
COMPANIES ARE CORRECTLY TAXED. There 
would most likely be no revenue gain from reducing or 
eliminating the foreign tax credit provisions for Ameri­
can oil companies operating abroad because taxing on 
top of the foreign rate would render American firms 
non-competitive and drive them out of foreign busi­
ness. This would leave the international oil business in 
the hands of foreign-owncd companies, many of which 
are owned in whole or in part by foreign governments.

Proposals to eliminate the foreign tax credit for oil 
companies are grounded in several misconceptions:

(1) Profits on foreign operations are not excessive. 
Recent foreign profit margins arc not sufficient to 
meet capital requirements.
(2) The oil industry does not use the foreign tax 
credit to excess. It uses the most foreign tax credits 
because it has the most foreign income of any Amer­
ican industry; and its foreign earnings arc a higher 
percentage of its total earnings.
(3) The foreign tax credit is not a preferential in­
vestment incentive. The foreign tax credit mechan­
ism only assures that American companies will not 
have to pay double taxes when they invest abro..j.
(4) United Stales oil companies are not investing 
abroad at the expense of domestic investment. A 
domestic energy project which is unattractive will 
not be undertaken until it becomes attractive o n  i t s  
o w n  t e r m s .

Adverse changes in the taxation of foreign-source in­
come of American petroleum companies would have 
no positive impact on the United States economy,

In fact, foreign petroleum investment by American 
companies is in the national interest. Some imports 
probably will be either desirable, or necessary, for a 
good many years. Furthermore, rapid and signilicant 
diversification of world sources of foreign oil supplies 
is crucial to the health of the world economy. Any im­
provement in the economic outlook in Europe and 
Japan will help the United Stales.

During the debate, it was alleged that 20 years ago. 
Sand. Arabia was induced to disguise its oil royalties as 
incom i taxes. No royalty has ever been converted to an 
incon j tax. Saudi Arabia added an income tax in 1950 
and also kept its royalty. A royalty was paid prior to 
1950 and has been paid continuously since that dale.
IV. BACKGROUND TO TH E  JU N E  1974 
SENATE DEBATE ON PERCENTAGE DEPLE­
TION. For about six decades, the Internal Revenue 
Code has provided that an allowance for depletion of 
the value of oil, gas, and other natural deposits may be 
deducted from revenues when computing taxable in­

I



come. The allowance is now computed as 22 percent of 
gross income, limited to 50 percent of net income. 
Under various proposals made in Congress in 1974, the 
allowance is to be retroactively eliminated, phased out, 
or decreased. Under the Energy tax bill (H. R. 14462), 
oil prices which exceed the December 1, 1973 ceiling 
prices would be taxed at rates up to 85 percent of the 
excess.

V. P E R C E N T A G E  DEPLETION H A S  BEEN A N  
EFFICIENT A N D  EFFECTIVE INCENTIVE. One
recurring theme during the debate was that percentage 
depletion has been ineffective as an incentive.
D o e s  P e r c e n t a g e  D e p le t io n  C o s t  M o r e  T h a n  I t  I s  W o r t h ?  
Careful economic studies have indicated that percen­
tage depletion is very effective relative to its cost. The 
1968 CONS AD study cited by some Senators to show 
that depletion is ineffective has been aptly described by 
an independent team of university economists as "a 
dry hole."
D o e s  P e r c e n t a g e  D e p le t i o n  E n c o u r a g e  P r o d u c t io n ,  N o t  
E x p l o r a t i o n ?  A higher price stimulate' xploralion, dis­
covery, development, and production by rewarding the 
successful explorer. Percentage depletion also docs all 
of this because the amount of percentage depletion 
received is a function of price—22 percent of price. If 
the price of crude oil goes down, some prospects which 
were formerly profitable become uneconomic. 
Likewise, repeal of percentage depletion would elimi­
nate prospects which might otherwise have met 
minimum prolit criteria. Either lower price or lower 
percentage depletion means a lower level of explora­
tion.
D o e s  P e r c e n t a g e  D e p le t i o n  F a v o r  L o w - C o s t  O i l ?  In a 
high-co ' operation (and in secondary recovery), the 
depletion allowance can sharply increase the pro­
ducer's anticipated profits and render certain projects 
viable which would otherwise fail to meet minimum 
acceptable profit criteria. If the limitation to 50 percent 
of net income were removed or relaxed, the allowance 
would be even more useful in high-cost operations. 
D o e s  P e r c e n t a g e  D e p le t i o n  C a u s e  O v e r - D r i l l i n g ?  When 
there is a shortage, obtaining oil sooner is desirable so 
long as the producing rates do not damage the reser­
voir. This does not happen because the maximum effi­
cient rate of production for each well is normally deter­
mined by regulatory agencies based on the physical 
characteristics of the reservoir.
I s  P e r c e n t a g e  D e p le t i o n  W a s t e d  o n  L a m / o w n e r s ?  The 
royally owners' share of the total amount of percentage 
depletion taken annually cannot be very great—about 
10 percent. Moreover, royalty owners elect to share in 
the risks of exploration by contributing the pre-ex­

ploration capital value of their mineral rights to the ex­
ploratory process. Hence, they are entitled to share in 
the success—if any—of the operation.

It was also contended that percentage depletion is 
dissipated to landowners in the form of lease bonus 
payments. However, loss of percentage depletion on 
existing properties could not be shifted to the land­
owner because the lease acquisition cost is long since 
paid and the royalty is fixed. In an increasing cost in­
dustry, economic theory would say that “bonuses" on 
new properties would be no more than required to 
compensate the landowner for er.tr onto his land. 
Bonuses would only be expected to be significant on 
“bargain” oil prospects that have been kept off the 
market by government action. On any such remaining 
low-cost lands, shifting the loss of percentage deple­
tion to the landowner would merely transfer funds 
within the government, p r o v i d e d  t h a t oil or gas is 
found. While bonus is collected before exploratory 
drilling, the higher tax would only materialize later in 
the event of success.
I s  P e r c e n t a g e  D e p le t i o n  I n f e r i o r  to  a  C a s h  S u b s i d y ?  A 
cash subsidy to all exploration rewards both success 
and failure. There may be a place for supplemental new 
incentives which are tied to efTort, but percentage 
depletion is a proved mechanism which rewards only 
the productive venture.
D o e s  P e r c e n t a g e  D e p le t i o n  D i s c o u r a g e  A l t e r n a t i v e  E n e r g y  
S o u r c e s ?  Percentage depletion applies to the full value 
of conventional crude but to only part of the value of 
the synthetic crude. The easy way to solve this problem 
is to compute percentage depfet’on for shale at that 
point in the process where it becomes a synthetic crude 
oil comparable to convent mal crude. Moreover, 
elimination of percentage depletion on conventional 
oil and gas would not m > ’e synthetics more attractive. 
It would make domestic sources, m  to t a l , less attractive 
relative to imports.
I  l a s  P e r c e n t a g e  D e p le t i o n  P r o m o t e d  E n e r g y  I n d e p e n ­
d e n c e ?  If depletion were an effective exploration incen­
tive, why did exploration and the number of indepen­
dent operators decline so sharply after 1956? Without 
percentage depletion and import restrictions, the 
domestic industry would have suffered substantially 
more than it did under government price and profit 
controls, which have depressed domestic exploratory 
drilling, encouraged imports, and dampened invest­
ment.

The value of depletion as an incentive was also ques­
tioned in view of the current decline in production. 
Rome wasn't built in a day. The industry is clearly res­
ponding quickly to the prospect of improved after-tax 
profits.
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