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Alaska Housing Finance Corpd>ra+ ion
Non-Owner-Occupied Rural Mortgage Purchase Program

DEPARTMENT/VIVISION RESPONSIBLE

AHFC 1is an independent public corporation and an insturmentallty
within the Department of Revenue

STATUTE REFERENCE
AS 18.56.100

PURPOSE AND/OR CONDITIONS

To insure a supply of rental housing in rural areas, through assistance

In acquisition and development of land and the construction, rehabilitation,
financing, management, maintenance, sale, and rental of dwelling units for
people of lower and moderate Income or people In remote, underdeveloped

or blighted areas.

QUALIFIED USERS

Applicant must Intend to use loan to construct or substantially
rehabilitate rental housIn® of no more than eight units; mortgages are
for use only In communities of 4,500 or fewer® inhabitants, In areas
not connected to Anchorage or Fairbanks by road or rail; borrower®s
debt to AHFC may not exceed $500,000; no Income limit for borrowers.

LOAN TERMS

MAXTMUM AMOUNT : $500,000, depends upon the number of units, at
$71,500 per unit (3-8) up to maximum amoun

DOWN® PAYMENT: 5% for loans up to $65,000.
10$ for loans ovjt $65,000.

MAXIMUM TERM: 30 years.

INTEREST: 9.5%

FEES: 3/8 of"13$ serving fee.

.5% commitment fee (refundable)
1$ origination fee

LENDING MECHANISM

Secondary



Alaska House Finance Corporation (AHFC)
Pledged Account Mortgage Program

DEPARTMENT/DIVISION RESPONSIBLE

AHFC 1is ,an\I"*dependent”pub lic cotpdratlonandian Instrumentality within
the Department of Revenue.

STATUTE REFERENCE
Developed in 1980

PURPOSE ANV/OR CONDITIONS

To allow borrowers to make graduated mortgage payments, smaller
In the earlier years of the mortgage and larger as time goes on.

QUALIFIED USERS

The mortgageodwel:1Jng, or one unit of a duplex, must be occupied by
the borrower. No limit on income of borrower.

LOAN TERMS

Same as those offered under AHFC Special Mortgage Loan Purchase Program,
except for repayment requirements.

SEE BACK

LENDING MbCHA irSM
Secondary



Loan Terms |

Single-family dwel s (conventional loans}

MAXTMUM AMOUNT: $147,750, or maximum borrower can afford to
service, whichever 1is less.

DOWN PAYMENT: 5%

MAXIMUM TERM: 30 years

INTEREST: 9% for veterans

10$ for nonveterans

These rates apply only to the first $90,000

of a mortgage; borrowers pay the bond market rate
for any amount over $90,000

Single-family dwelling (FHA-insured loans)

MAXIMUM AMOUNT: $101,250

DOWN PAYMENT: Set byoEHA

MAXIMUM TERM: 30 years )
INTEREST: 9% for veterans

10$ foi nonveterans

These rates apply only to the first $90,000
of a mortgage; borrowers pay the bond market
rate for any amount over $90,000

Single-family dwelling (VA au_."cr.4ee loans)

MAXTMUM AMOUNT: $110,000

DOWN PAYMENT The amount of the VA guarantee plus the down
payment must be equal to 25% or more of the
va lue

MAXIMUM TERM: 30 years

INTEREST: 9%

Rate applies only to the first $90,000 of a
mortgage; borrowers pay the bond market
rate for any amount over $90,000

Owner-occupied duplex (conventional loans)

MAXTMUM AMOUNT: $189,000

DOWN PAYMENT: 5%

MAXIMUM TERM: 30 years
INTEREST: 9% for veterans

10$ for nonveterans

These rates apply only to the first $90,000
of a mortgage; borrowers pay the bond market
rate for any amount over $90,000

accuplod duplex (FHA-Insured loans)

MAXIMUM AMOUNT: $114,000

DOWN PAYMENT: Set by FHA
MAXIMUM TERM: 30 years
INTEREST: 9% for veterans

10$ for nonveterans

These rates apply only la the first $90,000
of a mo" "gage; borrowers pay the bond market
rate ;or any amount over $90,000



Loan Terms!

Stngle-fam!ly dwelllng (conventional loans)

MAXTMUM AMOUNT: $147,750, or maximum borrower can afford to
service, whichever 1Is less.

DOWN PAYMENT: 5%

MAXTMUM TERM: 30 years

INTEREST: 9% for veterans

10$ for nonveterans

These rates apply only to the first $90,000

of a mortgage; borrowers pay the bond market rate
for any amount over $90,000

Single-family dwelling (FHA-tnsured loans)

MAXTMUM AMOUNT: $101, 250

DOWN PAYMENT: Sjt by-FHA
MAXIMUM TERM: 30 years
INTEREST: 9$ for veterans

10$ for nonveterans

These rates apply only to the first $90,700
of a mortgage; borrowers pay the bond market
rate for any amount over $90,000

Single-faml1ly dwelling (VA guarantee loans)

MAXTMUM AMOUNT : $110,000

DOWN PAYMENT: The amount of the VA guarantee plus the down
payment must be equal to 25% or more of the
va lue

MAXTMUM TERM: 30 years

INTEREST: 9%

Rate applies only to the first $90,000 of a
mortgage; borrowers pay the bond market
rate for any amount over $90,000

Owner-occupied duplex (conventional loans)

MAXTMUM AMOUNT: $189,000

DOWN PAYMENT: 5%

MAXIMUM TERM: 30 years
INTEREST: 9% for veterans

10$ for nonveterans

These rates apply only to the first $90,000
of a mortgage; borrowers pay the bond market
rate for any amount over $90,000

Owner-occupied duplex (FHA-Insured Iloans)

MAXTMUM AMOUNT: $114,000

DOWN PAYMENT: Set by FHA
MAXIMUM TERM: 30 years
INTEREST: 9% for veterans

10$ for nonveterans

These rates apply only to the first $90,000
of a mortgage; borrowers pay the bond market
rate for any amount over $90,000
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Who can qualifyfor this program?

Any small busmess enterprise with
?oo credit who deswes permanent
n ncmg to §1 m| lion. Also two
|n ividual commercial fishermen may apply
for loans of $500,000 each. There is no
minimum loan amount.

What types of projects qualify?

Loans are made for new construc-
tion, new additions or expansions,
* new equipment, or for acquisition of

existing lant or e%mpment when seller and
buyer are unrelate

IfAIDA
commits {0
purchase
part of my loan from
a lender, how long do v
that commitment last?

For ug to a year,

Iows ou

S t|me to compete
you" plans.

Will AIDA give me a break if
there's a bad business orfishing
season?

Yes, you can get an extension, If
# both the lender a d IDA agree.



SO fi# Andsome

\dJV g people say
® that the
fees ,/X*pretty steep.

True?

No, your noa
\ AL Fefund;?f)le

*%

Anoevoer xceeg %600 Jn
fact, we're workmg to lower the fees even more.

[flhave agood season and can
pay off the loan early, will AIDA
penalize me?

No, there is no penalty for an
early payo? penatty

How long after my lend :rag/ees
to make my loan will i.vtake
AIDA tocommit to participate?

Usually five days seldom over ten

How long after AIDA’S commit
ment will | have the money?

Usually within 4 our* . atime
acceptgble to AIDA and your lender

Can | refinance?

No, AIDA's program Wonly for
purchase or acquisition of capital
assets or Improvements.

estions bout

[
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What's the major difference
between loans under and over
1 million dollars?

While oans over a million dollars
A are still financed through tax exempt
* bonds, the cost to the borrower

it more and the borrower must have con-

siderable financial strength.

What isAIDA's role
# in these loans?

We can help you
arrange, through a |
/ \® nationally

recognized flrm |ssuance of tax
exempt bonds for your Ero*ect
If & national firm ¢an't be tound,
we will try to obtain funds
through other financial
Institutions.

uestlc{ns lenders asx
S most often:

Won'tdealing with AIDA cause
® the lender a lot of headache*?

No, AIDA will participate In a loan
aal\ of up to 75% of the cost of
**  «-*e Dborrower’* project. We «an
purchase up to 90% of the I.mo if you carry
10%. We make It racier to lend to >wwi
customers at lower Intern! ratn



a Fj w>'t
restrictions
apply to the

lenders who originate

these loans?

AIDA’s
participation
X myst be
~serviced within Alaska
by a regulated financial institution.

But there's a lot of special.
O forms we have tOfI||pOUt, right?

Not at all. AIDA will accept your
* Joan forms.

Do | have to sell 90% of my loon
* t0 AIDA?

No, you may sell ang portion as
A long-as it doesn't exceed 90%. And
0 you may sell up to 90% of your

portion to another requlated firiancial institu-

}ion. You could have as little as 1% in the
oan.

e /»AIDA a tlhiu.l lvinlvt?

INij, wy hujvu .
on y.tzi)rfabecondal
* “financing market.
The use of AIDA is controlled by

our client you, the lender, working with
your client,

Directzrs OfAIDéh )
ll'ﬁrércneég ) .e\/r\flﬁm’ams?lI rPc%nChairman
harles %bber

Lee McAnernie_}/ .
H. A. "Buzz" Hoffman, Executive Director

Wellyou've certainly answered
our questions about AIDA!
Ifyou have further questions, please

contact your lender, or call us at
274-1651.



ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY  (AIDA)

DEPARTMENT/DIVISION RESPONSIBLE

Business Loan .program was handled by
AIDA now handles this program.
Instrumentality of the Department of
existence separate from

Prior to July |1, 1981, a".s Small
the Division of Business Loans.
AIDA 1Is a public corporation and an
Commerce and Economic Development, with a legal
and Independent of the State.

. STATUTE REFERENCE

AS 44.88.010-220

PURPOSE ANV/OR CONDITIONS

Promote, develop, and advance the general prosperity and economic welfare
of the people of Alaska,, ro relieve problems of unemployment and to create
additional employment by providing means of financing industrial,
manufacturing, small business, tourism, mining, and commercial Tfishing

enterprises.

QUALIFIED USERS

it a)proves as long as the project conforms to

AIDA may finance any project
Tax-exempt

IRS guidelines for use of proceeds of tax-exempt bond sales.

bonds may be used to finance only new construction or plants; no
refinancing is eligible.
LOAN TERMS
see back
LENDING MECHANISM
Secondary.

Public bond sales. State appropriations, fees and charges.



LOAN TERMS

Ma.joriIndustry

Amounts, terms, and

AIDA.

interest rates vary and are determined by

Umbre Ila (Small Business, Tourism, Mining, and Commercial Fishing

Enterprises)

MAXIMUM AMOUNT:

MAXIMUM TERM:

INTEREST:
FEES:

S 6 ml Ilion for Tourism

$ I million for Mining or Small Business

$ 500,000 for commercial fishing

May not exceed 75* of cost of project unless

excess If insured.

25 years or 75~ of estimated life of project,

whichever 1is less

Variable

$100 pre-application fee (non-refundab le®

$500 application fee (non-refundable)

$4,000 or 2% of the amount of loan, whlhever
is greater, commitment fee (refundable)
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HOUSE LABOR & COMMERCE
STANDING COMMITTEE
January 18, 1982
1:20 p.m.

Members Present: Rep. Martin, Chairman
Rep. Bvlsma, Vice Chairman
Rep. Randolph
Rep. Gardiner

Members Absent: Rep. Rogers

COMMITTEE CALENDAR

HB 612 An act relating to public contracts for
architectural and engineering services.

. HB 600 Re/Civil Liability/Architects/Engineers

WITNESS REGISTER

Tom Sofo

LAA Legal Services
Pouch Y

Juneau, Alaska 99811
465-3867

Position Statement: Compared committee substitute workdraft and
discussion drafts.

Charles E. Torkko, President

Consulting Engineers Council of Alaska

1351 Virginia Court

Anchorage, Alaska 99501

278-2551

Position Statement: Supports legislation ensuring selection made
on the basis of professional qualifications
and competence, not price bids.

PREVIOUS ACTION
HB 600 No previous action to record.
Chairman Martin asked the committee to defer
action on HB 600 indefinitely; committee
agreed unanimously.
HB 612 No previous action to record.
Rep. Rano oh moved to accept workdraft of

committee substitute for HL 612. Rep.
Gardiner seconded motion; motion passed



Tape »7002
Recording
Number 000

Number 0734

Number 0746

Number 0817

unanimously.

ACTION NARRATIVE

Meeting was called to order by Chairman
Martin at 1:20 p.m. Committee members
present were Reps. Martin, Bylsma, Randolph,
and Gardiner. Rep. Rogers was absent.

Chairman Martin gave a brief history ol: HB
612 and presented the final workdraft.

TOM SOFO, ef Legislative Legal Services,
compared the committee substitute workdraft
and discussion drafts. He said the drafts
share the goal of changing contracts
criteria from considering only the lowest
bidder. Recent drafts look at "best
qualified...on the basis of professional
competence.”" The difference lies in the
words used to specify qualifying criteria.
He felt there was room for argument over
distinguishing criteria, as all applicants
may be capable and qualified; agencies may
always end up with the same pool of
qualified contractors and may be forced to
choose one who is "best". Sofo said the
legislation may be left to a layman
interpretation of what the legislation
means. He said the difference between
capable and qualified and best qualified are
the differences in the versions of the bill.
Sofo said he would need more material if he
was to review the bill further.

CHARLES E. TORKKO, president of Consulting
Engineers Council of Alaska, said he
supports legislation ensuring selection made
on the basis of professional qualifications
and competence, net price bids. (NOTE: Mr.
Torkko left a copy of his prepared testimony
with the committee; this Is available for
review.) He compared selection of an
engineer or architect to selecting a doctor
or lawyer by who gave the lowest bid.

Torkko said that skill and experience must
be considered before awarding a bid; then
negotiate for a fair and reasonable price.
He expanded on quality versus cost;
premature bids often result in poorer
quality or cost overruns. Torkko said the
generally accepted method of bidding is to



Number

Number

Number

Number

0924

1038

1051

1055

select qualified bidders, then negotiate a
price; as an example, he said the federal
government uses this method. He s&id the
State Board of Architects, Engineers and
Land Surveyors prohibits architects and
engineers from soliciting or giving fee
bids. Torkko said this legislation would
apply only to architects, engineers, and
land surveyors. It would ensure highest
quality of service while retaining
flexibility.

There wac committee discuss dbr about how it
is determined who is best qualified,
questions about price negotiation, cost
estimates, and rating firms, with Torkko
responding.

There being no further testimony, Rep.
Randolph moved to accept the workdraft of
committee substitute for HB 612. Rep.
Gardiner seconded the motion. Motion passed
unanimously.

Chairman Martin said groups had requested
deferrment of consideration of HB 600; the
committee agreed, and HB 600 was deferred
indefinitely.

As the re were no further items to come
before the committee at this time, the
Chairman adjourned the meeting at 1:53 p.m.



COMMITTEE MINUTES

COMMITTEE HOUSE LABOR & COMMERCE
HEARING DATE January 18, 1982
TAPE NO. 2, Side A

The meeting was called to order by Chairman Martin at 1:20 p.m. 1in the Labor &
Commerce Committee Room, Behrends Building, Juneau, Alaska. Committee members
present in addition to the Chairman were Representatives Bylsma, Randolph, and
Gardiner. Representative Rogers was absent. Committee staff in attendance were
Mary lsaacs, Jeff Barry, and Joan Mathews.

The committee schedule called for the consideration of the following items:
House Bill 612 and House Bill 600. Testifying before the committee regarding
HB 612 were Tom Sofo, counsel from Legislative Legal Services, and Charles E.
Torkko, President, Consulting Engineers Council of Alaska.

Chairman Martin (meter no. 0734) gave a brief history of HB 612 and presented
the final workdraft.

Tom Sofo of Legislative Legal Services (meter no. 0746) compared the committee
substitute workdraft and discussion drafts. He said (meter no. 0759) the drafts
uhare the goal of changing contracts criteria from considering only the lowest
bidder. Recent drafts (meter no. 0766) look at "best qualified...on the basis
of professional competence.”" The difference lies (meter no. 0722) in the words
used to specify qualifying criteria. He felt there was room for argument (meter
no. 0783) over distinguishing criteria, as all applicants may be capable and
qualified; agencies may always end up with the same pool of qualified contractors
and may be forced to choose one who is "best". Sofo said the legislation (meter
no. 0800) may be left to a layman®s interpretation of what the legislation means.
He said (meter no. 805) the difference between capable arid qualified and best
qualified are the differences in the versions of thebill. Sofo said (meter no.
811) he would need more material if he was to review the bill further.

Charles E. Torkko, president of Consulting Engineers Codicil of Alaska (meter no.
0817) said he supports legislation en uring selection made on the basis of
professional qualifications and competence, not price bids. (Note: Mr. Torkko
left a copy of his prepared testimony with the committee; this is available for
review.) He compared selection of an engineer or architect to selecting a doctor
or lawyer by who gave the lowest bid (meter no. 0846). Torkko said (meter no.
0850) that skill and experience must be considered before awarding a bid; then
negotiate for a fair and reasonable price. He expanded on quality versus cost;
premature bids (uoually low) often result in poorer quality or cost overruns.
Torkko said (meter no. 0884) the generally accepted method of bidding is to
uelect qualified bidders, then negotiate a price; as an example, he saidthe
federa, government uses this method. He said (meter no. 0893) the StateBoard

of Architects, Engineers and Land Surveyors prohibits architects and engineers
from soliciting or giving fee bids.
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Torkko said (meter no. 0914) this legislation would apply only to architects,
engineers, and land surveyors. It would ensure highest quality of service while
retaining flexibility.

Rep. Randolph (meter no. 0924) asked how it is determined who is best qualified,
and whether this procedure would not crcste the opportunity for "less than proper
determinations”™. Torkko responded (0929) that price competitions does not
eliminate, this, and that selection by qualification is traditional, competing
with qualifications and skills on a fair basis rather than articifical procedures
with sketchy data.

Rep. Bylsma (meter no. 0948) asked, if two or three firms appear equal, how is
selection made. Torkko responded (meter no. 0950) that any number might do an
adequate job; the process in analyzing "subject specificity" results in a "level
of comfortability”, and establishes trust and confidence. He said (meter no. 952)
it is common to have equally qualified firms ranked differently due to different
approaches, personalities, etc.

Rep. Bylsma asked (meter no. 0970), if price is negotiated after selection, would
that have a bearing on the fee. Torkko (meter no. 0973) didn"t think so. He said
the development of a contract is a difficult project; some agencies have a budget,
which may or may not be revealed; larger agencies do checks on workscope. The
major difference is what is included in the contract. He added (meter no. 0989)
that the owner has leverage- if the price is unsuitable, they can terminate the
negotiations.

Chairman Martin (meter no. 0995) asked if this procedure could help state and
municipal governments better estimate final costs. Torkko said (meter no. 1002]
that, by hiring skilled people, estimates should be as skillful as humanly possible.
Budgets are often made up with little information. That, and constructioncycles
beyond control, can distort figures.

Rep. Bylsma (meter no. 102].) asked if it would not help afirm®"s ratings if they
were accurate in their estimates, and vice versa. Torkka said it would.

There being no further testimony, Rep. Randolph (meter no. 1038) moved to accept
the workdraft of committee substitute for I1B 612. Rep. Gardiner (meter no. 1042)
questioned exactly which draft was being referred to, and thenseconded the motion.
Motion passed unanimously (meter no. 1047).

Chairman Martin (meter no. 1051) said groups had requested deferrment of consider—
ation of HB 600; the committee agreed, and HB 600 was deferred indefinitely.

As there were no further items to come before the committee at this time, the
Chairman adjourned the meeting at 1:53 p.m.

MINUTES REVIEWED AND APPROVED:

Representative Terry Martin, Chairman
House Labor & Commerce Committee
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BY THE LABOR AND

IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE FILL NO. 612 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to public contracts for architectural

and engineering services."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 35,115 1is amended by adding a new section to read:

Sec. 35.15.055. CONTRACTS FOR ARCHITECTURAL AND ENGINEERING SER—
VICES. (a) The department may award a contract for architectural or
engineering services only to a person or firm that the department deter—
mines 1is capable and qualified. Notwithstanding AS 35.15.050, after
selecting a capable and qualified contractor for architectural or engi—
neering services the department shall establish a reasonable fee for the
services through negotiations with the contractor. The fee shall be
based on the scope and complexity 3; the )iigvices required.

(b) A person or firm that provides architectural or engineering
services may annually submit to the department a statement of qualifica—
tions and performance data. Before awarding a contract under (a) of
this section, the department shall review the statements of qualifica—
tions and performance data on file with the department together with
statements of qualifications and performance data submitted by others in

response to an advertisement*-or request for bids under AS 35.15.0307>
& PN, /

1 CSHB 612(L&C)
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1/15/82

TESTIMONY OF MR. CHARLES E. TORKKO
President, Consulting Engineers Council of Alaska

Mr. Chairman and members of the Committee, my name is Charles E.
Torkko. | am the President of the Consulting Engineers Council of
Alaska. The Council is an association of active engineering firms
dedicated to advancing the quality of engineering in Alaska. | would
like to speak today in support of legislation ensuring that the selection
of registered professional architects, engineers, and land surveyors for
public projects will be made on the basis of professional qualifications
and competence and not on premature fee or price hids. To assist the
Committee, | have prepared copies of my remarks which | would like to
leave with you, Mr. Chairman, at the conclusion of my testimony.

Traditionally, the selection of architects, engineers, and land surveyors—
like many other learned professions--has been conducted through an eval-
uation process hased on demonstrated competence and professional qualifi-
cations to perform the specific work that is desired. In this regard the
selection of an engineer differs form the selection of a vendor for parts
or supplies and from selection of construction contractors In that the
choice of a vendor or contractor is generally based on detailed specifica-
tions and a quoted price, and contracts are generally awarded on a
"low-bid1 basis. The reason for this difference lies in the fact that the



professional architect or engineer offers a service that calls for applying
state-of-the-art techniques to problems which are invariably unique and
result in procurement specifications for vendors and construction contrac-
tors. | have been a professional engineer for over 20 years, and | can
represent to this Committee that in those years | cannot remember solving
the same design problem twice. Givf i these circumstances, the so'? con-
sideration in selecting an architect or engineer for a project must be
whether the education, skills, and experience represented are best suited
to the specific design problems of a proposed project.

No one in this room today—If he or she were ill—would think of asking
for bids from physicians and expecting the low bidder to cure a person's
iliness while restricting the physician's resources. Nor would anyone
with a particular complex legal problem—let's say an antitrust matter—
ask for bids from the entire legal profession hoping that the most quali-
fied attorney will just happen to submit the cheapest price. Similarly,
in the design of a building or other public project, the first and foremost
consideration must be the relative skill and expedience of persons propos-
ing to do the wo/k. Only after a person or firm has been selected as
the best qualified, and after the full requirements of the job have been
assessed, should an attempt be made to negotiate a fair and reasonable
price for the desired work. | stress the terms "fair" and "reasonable”
because | do not mean to suggest that th . cost of professional services
should be ignored. It must always be the duty of the state or local
official responsible for a public project to ensure that fees for professional



architectural or engineering services are amply justified. However, the
only time that such a determination can properly be made is after the
full scope and complexity of the project are understood, through nego *
tiation. The selected firm must often be given clarifying assistance in
the development of the project's objectives.

Many of you might ask what iswrong withrequesting preliminary fee
bids or estimates of charges for architectural and Hengineering services',
Who lose” if a contract is awarded based on, or substantially influenced
by, such fee hids?

First and foremost—it is the public who loses—as the ultimate consumer
for the proposed project. The public loses in that a few dollars saved

at the critical design stage through shortcuts or unimaginative design
solutions will result in increased construction costs and—more importantly—
in increased operating, maintenance, and other life-cycle costs for the
project over the many years of its useful life.

The public loses again in terms of receiving less than maximum value or
utility from the project.A "bargain” price is no bargain if the item
purchased does not do the jobor does itat reduced efficiency.

Second, the professions of architecture and engineering suffer.  Human
nature being what it is, if fee bids or price estimates are Injected pre-
maturely into a competition process, the temptation to "lowball" the bid



will often be irresistible. A job obtained through a "bare bones" bid
will produce one of two results. Either the client, and in this case the
public., gets a less than optimal project and pays manyfold for the few
dollars saved in design costs, or the design costs are later escalated
upward through change orders as the client discovers the true cost of
quality, professional work. This is, of course, unfair to others in the
competitive process who may have refused to sacrifice professional quality
for price.

1
The concept that | have outlined for you today, and which is represented
in the legislation before this Committee, is neither new nor radical. As
| mentioned at the beginning of my remarks, the generally accepted
method for selecting architects and engineers has been to defer negotiation
of fee until after a selection has been made based on qualifications.
The federal government recogni.red the need to ensure that this concept
is protected by passage of the Brooks Act in 1972. Many other states
have followed this precedent and have enacted similar legislation. |
have attached a list of these jurisdictions to my written remarks for the
information of the Committee. Also, the American Bar Association, after
years of effort, has adopted its Model Procurement Code, which calls
for competitions to be based on qualifications and for the hest qualified
person or firm to be selected before fee or price is negotiated. Finally,
the Alaska State Board of Registration for Architects, Engineers and
Land Surveyors, established under Title 8 of the Alaska Statutes, has
adopted, as a regulation with the force of law, 12 AAC 36.230, which
prohibits registered professional architects and engineers from soliciting



or submitting proposals for services based on fee or price bids.

Although the substantial majority of public ‘contracts for architectural
and engineering services in Alaska are presently being advertised and
awarded in accordance with the concept | have described, there have,
unfortunately, been cases in which, either intentionally or inadvertently,
registered professionals have heen requested to submit fee bids. When .
a registered architect or engineer is faced with sugh a request, he or
she must either decline to submit a proposal for the public job or be
placed in a situation which violates the code of professional conduct
established by regulation. The legislation which the Consulting Engines *
Council of Alaska supports would specify that for contracts with registered
architects or engineers issued by the state or a political subdivision,
the initial selection of a person or firm must be made on the basis of
professional qualifications and demonstratec competence to perform the
desired work. | would, however, like to stress that the state or local
official would, under this proposal, be free to establish whatever proce-
dures or criteria they deem best in selecting a qualified person or firm.
The only requirement under the proposed bill is that an attempt be made
to negotiate a fair and reasonable fee with a person or firm selected as
best qualified to perform the needed work. If negotiations with that
person or firm are unsuccessful, state or local officials remain free to
negotiate with other qualified applicants or to reject all or part of the
remaining proposals. The recommended legislation would only apply to
contracts with registered professional architects, engineers, and land



surveyors and would not affect bids for construction or other types of
services or supplies by the state or its local governments. Also, con-
tracts awarded in response to an emergency condition would be exempt
from provisions of the bill.

By adopting the proposed bill, Alaska will join with many other states
in ensuring that the public receives the highest qossible quality of
architectural and engineering services while preserving flexibility for
state and local officials. | urge this Committee to act favorably on the
proposed bill, and | will be happy to attempt to answer any questions.
Thank you for the opportunity of testifying before the Committee today,
and | thank you for your consideration of the proposed bill.
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ROUSE LABOR & COMMERCE
STANDING COMMITTEE
January 19, 1982

I:;v p.m.
Kenbers Present: Rep. Martin, Chairman
Rep. Bylsma, Vice Chairman
Rep. Rogers

Rep. Gardiner
Rep. Randolph

Members Absent: No members absent.

COMMITTEE CALENDAR
TELECONFERENCE HEARING

HB 623 An act relating to games of chance and
contests of skill; and providing for an
effective date.

HB 640 An act relating to games of chance and
contests of skill; and providing for an
effective date.

WITNESS REGISTER

Representative Grussendorf

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

465-3824

Position Statement: Sponsor of HB 623. Gave reasons he felt
legislation is needed.

Representative Vaska

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

465-4914

Position Statement: Co-sponsor of HB 623. Said constituents in
his district support this legislation.

Joe Donohue, Deputy Commissioner of Taxation

Department of Revenue

Pouch S

Juneau, Alaska 99811

465-2302

Position Statement: Gave governor % position and background of
use of pull tabs and punch boards.

Marie Reynolds



VFW Ladies Auxiliary
Bethel, Alaska
Position Statement: Supports legislation.

Kathy Ward

Bristol Bay Native Association

Dillingham, Alaska

Position Statement: Supports legislation.

K.C. Jackson

Volunteer, Senior Citizen Program

Bristol Bay Native Association

Dillingham, Alaska

Position Statement: Supports legislation.

Laura Schroeder, Manager

City of Dillingham

Dillingham, Alaska

Position Statement: Supports legislation.

LeRoy Whittich, President

Elks Club Alaska Association

Kodiak, Alaska

Position Statement: Supports legislation.

Merle Snider

American Legion, Jack Allman Post

Kodiak, Alaska

Position Statement: Supports legislation.

Edward Hoffman, Sr.

Kuskokwim Native Valley Association
Bethel, Alaska

Position Statement: Supports legislation.

Andy Edge

self

Bethel, Alaska

Position Statement: Supports legislation.

Arnold Brower, Jr.

Post Commander, VFW

Barrow, Alaska

Position Statement: Supports legislation.

Phil R. Holdsworth, Chairman

Government & Public Relations Committee
Alaska State Elks Association

Juneau, Alaska 99801

Position Statement: Suggestions.

Mark Belts:
self
Anchorage,. Alaska



Position Statement:

Wanted to speak about another subject; was

asked to address committee at another time*

I ry Feldmann
e-gles

Fairbanks, Alaska
Position Statement: Supports

Martha Johnson, Chairman
Fairbanks, Alaska
Position Statement: Supports
Forman Bouffiour.
lions Club
Fairbanks, Alaska
Position Statement: Supports
Charles Busbee

Elks Club
Fairbanks, Alaska
Position Statement: Supports
of bill.

"aymond Perkir.s
American Legion
Sitka, Alaska
Position Statement:  Supports
Earl Arnold

Moose Lodge //1350
Sitka, Alaska
Position Statement:  Supports
Bob Kedony

Manager and Secretary
Moose Lodge #1350
Sitka, Alaska
Position Statement: Supports
Del Childress
Secretary

Elks Lodge

Sitka, Alaska
Position Statement: Supports
Chester Ballot
Lions Club
Eetzebue, Alaska
Position Statement:  Supports
Charlotte Brower, President
Mothers Club

Barrow, Alaska

legislation.

legislation.

legislation.

legislation.

legislation.

legislation.

legislation.

legislation.

legislation.

Problem with wording



Position Statement: Supports legislation.

Priscilla Sage, Vice President
Mothers Club
Barrow, Alaska

Position Statement: Supports legislation.

Jim Thompson
Midnight Sun Lions Club
Fairbanks, Alaska

Position Statement: Supports legislation.

et

Fairbanks, Alaska

Position Statement: Supports legislation.

Vem Kugzruk
Arctic Native Brotherhood
Nome, Alaska

Position Statement: Supports legislation.

Howard Farley
Vice President
Nome Kennel Club
Nome, Alaska

Position Statement: Supports legislation.

in bill.

John Pullock
King Island Native Community
Nome, Alaska

Position Statement: Supports legislation.

Leo Land

Vice President

Alaska Native Brotherhood
Haines, Alaska

Position Statement: Supports legislation.

PREVIOUS ACTION

HB 623 No previous action.

Fioblem with wording

Statutory Ref: AS

05.15. No action taken on this bill.

HB 640 No previous action.
05.15.

Statutory Ref: AS

Amendments Formally Considered: Rep, Rogers
moved amendment to page 1, line 24. Motion

passed unanimously.

Rep. Gardiner moved that bill, as amended,

4



Tape *003
Recording
Number 000C

Number 0022

Number 0046

be passed as Labor & Commerce committee
substitute with do-pass by unanimous
consent. There was objection. Rep.
Gardiner reworded motion to pass out of
committee with individual recommendations.
Motion passed unanimously. CSHB 640 L&C was
passed out of committee. Next committee of
referral is House Judiciary.

ACTION NARRATIVE

The meeting was called to order by Chairman
Martin at 1:05 p.m. All committee members
were present. Other legislators attending
the hearing were Reps. Grussendorf and
Vaska. Rep. Adams sent written testimony.
Committee hearing was teleconferenced
statewide.

After an introduction to the teleconference
by moderator Jack Sanderson, Chairman Martin
gave a summary of the bills and noted the
difference in the two bills.

REPRESENTATIVE GRUSSENDORF, sponsor of HB
623, ga»re background on why he felt
legislation was needed. He described pull
tabs, or Nevada cards, and the types of
organizations who had contacted him
concerned over the State banning these
games. He said he became concerned that the
interpretation of the game " legality rested
with the Department of Revenue. He said
that countless organizations rely * Lull
tabs and pur hboards for their fui Rep.
Grussendorf &aid he had no object!- .0 Rep.
Randolph®s version of the bill (HB 640)
which puts a limit on how much can be
charged for the games ($1 limit). Rep.
Bylsma pointed out that, os HB 640 was
worded, the dollar limit would apply to
raffles and other games, as well as the
punchboards and pulltabs. Chairman Martin
said that the Governor, in his state ol the
state address, felt legalizing these games
is a moral issue, and asked whether Rep.
Grussendorf would oppose amending the bill
to go to a referendum vote. Rep.
Grussendorf said there is a general tendency
on the part of elected officials to cop out
on issues facing them; that the ballot will



already be crowded; and that he did not
think this issue should go on the ballot.
Rep. Gardiner agreed that the problem should
be rectified. Re said the only person he
knew of opposed to the legislation is the
Governor. As nc members of the public had
requested the question to go to referendum
vote, he felt the committee should h".ir
testimony and take action. Rep. Randolph
concurred. He said that, as chairman of the
Regulation Review Committee, he held
hearings in Fairbanks and Anchorage, where
testimony was unanimously supportive of
corrective legislation maintaining the
games. He said he felt limiting the cost of
pull tabs to Si night alleviate the
governor % concern about liberalizing
gambling laws, and said he plans to amend
his bill to be sure this dollar limitation
does not apply to bingo, raffles, etc.

Number 0280 REPRESENTATIVE VASKA said constituents in
his district supports continuing these
activities. He said he co-sponsored HB 623
because of the benefits of this type of
fundraising. He supports the bill and
supports expediting it.

Number 0311 JOE DONOHUE, Deputy Commissioner of the
State Department of Revenue, said the
governor is prepared to veto legislation
like HBs 623 and 640 unless the legislation
contains a provision allowing a vote by the
people. He saict Investigators discovered
the use of the pulltabs, which had gone on
unknown by the Department for several years,
and that the Department hnd notified
permittees that pulltabs were illegal. The
Department then received petitions and
requests for reconsideration asking the
Department to expand regulations to include
the use of pulltabs. The governor decided
to utilize emergency regulations to allow
organization to deplete stocks and to give
notice that, as of 1/1/82, pulltabs and
punchboards were illegal, and that othe
fundraising activities should be found.

Rep. Rogers asked, in reference to the
governor®s philosophical difficulties, if
the governor®s opinion extended to Permit
//81-519, the Hammond for Governor raffle and
lottery permit. Rep. Gardiner asked if the
Department had assessed how many pulltabs
were being used, and the volume of money.
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Number 0455

Number 0485

Number 0510

Number 0538

Number 0560

Donohue said they had no data except letters
and petitions saying that, in some cases,
substantially more than 50% of some
organizations®™ 1income was from punchbcards
and pulltabs. Donohue said he would give
the committee copies of their annual

reports.

MARIE REYNOLDS, of the VFW Ladies Auxiliary,
Bethel, spoke in favor of pulltabs. She
said their income had dropped to less than
40% of what they were receiving before the
pulltabs were deemed illegal. She said her
group uses the money well to help others
with scholarships, camp, and in disasters.

KATHY WARD, director of the Senior Citizens
Program in Dillingham, favored pulltabs
because they are easy for seniors to play.
She felt playing the cards was voluntary, no
one was being forced. She opposed a
statewide vote, and said much harm would be
done by not reinstating the games.

K.C. JACKSON, of the Bristol Bay Native
Association®s Sr. Citizens Program,
Dillingham, said the games provide the
seniors with recreation in a wholesome
atmosphere where no alcohol 1is served; he
said the only option is going to bars.

LAURA SCHROEDER, Manager of the City of
Dillingham, said the city council recommends
pulltabs be permitted. She pointed out that
applicants have to get council
recommendation before getting a state permit
for games, so the communities maintain
authority. She said that, with cuts in
federal revenue sharing, programs must find
other means of support. She felt getting
funds in this manner was healthier than
asking the government for money.

LE ROY WHITTICH, president of the EiVs Club
Alaska Association, Kodiak, said the
president of the United States had asked
lodges to renew voluntary efforts to help
those in need. He feels it"s "heir duty to
respond to this. He said wii. -ut pulltabs
for obtaining funds, local and state funds
will suffer (more government funds will have
to be allocated).

MERLE SNIDER, American Legion Jack illman



Post, Kodiak, favors the bills. He said his
organization raised $29,32A last year for
donations to charity through the use of
pulltabs and punchboards. He is forwarding
a list of donations to charity and community
service organizations. He said the Post
would be hurt if denied this source of
funds. Rep. Martin asked if Snider objected
to the money limit on pulltabs; Snider said
no, but he felt $5 limit might be better.
Rep. Bylsma asked if his organization had
other sources of funding; Snider said they
held twice-veekly bingo, Fourth of July
boosts, and some other revenue. Games of
chance comprised about 60% of their money
raised.

Number 0605 EDWARD HOFFMAN, SR., Bethel, said it should
be up to the people, who pay Internal
Revenue. He said everybody wants donations
to buy a coffin and send kids down to
Juneau. He felt Internal Revenue should dig
out of their pockets.

Number 0628 AlIDV EDGE, 3ethel, had no objection to HB
6* as written, but would object to raising
tiie limit beyond $1. He doesn"t want to
sanction gambling. He felt, however, that
the games in question do good in the
community and will continue to do so. He
does object to making it big business by
raising the $1 limit.

Number 0649 ARNOLD BROWER, JR., Post Commander, VFW,
Barrow, said his Post has members from
Barter Island to Point Hope. His Post
supports HB 640. He felt Governor Hammond
should either look at their side of the
issue (in using punchboards and pulltabs to
raise funds) or subsidize their programs.
He felt the regulations banning the games
were detrimental to their existence as a
community. He wants legislation as soon as
possible, and urged legislators to ov.rride
the governor®s anticipated veto. He doesn"t
care about the dollar amount in the bill;
felt it should be up to the community to
limit or not limit games.

Number 0707 PHIL HCLDSWORTH, chairman of the Government
and Public Relations Committee of the Alaska
State Elks Association, Juneau, suggested,
to clarify the interpretation of H~ 640,
that a comma be placed at the end of line
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Number 0750

Number 0772

Number 0787

Number 0800

Number 0849

24. He noted that contributions of working
hours should also be taken into
consideration when speaking of funds raised.

MARK BELTZ, Anchorage (testifying in

Juneau) wanted to talk about minority
discrimination. He was asked to address the
committee at another time.

GARY FELDMANN, Eagles, Fairbanks, said his
group has a membership of 600. Last year
they raised $36,000, including $10,000 in
scholarships. He said they also sunport
sports programs (baseball, basketball and
hockey). He said his group lost 70% of
their revenue without the pulltabs. With
regard to the issue going to statewide vote,
he said voter approval is given when a group
applies for their license at city hall, and
she felt making the games illegal was
another infringement on a person®s rights.

MARTHA JOHNSON, USO chairman, Fairbanks,
said without the sale of pulltabs, their
organization will have to shut down. All
their budgets were cut. USO provides
overnight lodging and transportation to
servicemen. She desperately urged passing
the legislation.

NORMAN BOUFFIOUX of the Lions Club,
Fairbanks, said his group gave over $100,000
to a park and over $36,000 to the hospital
for a laser eye machine. He said they need
the legislation; there is nothing wrong with
the games; and the revenue from the games is
needed.

CHARLES BUSBEE, Elks, Fairbanks, takes
exception to the wording in the bills about
raffles before 1959. He felt a $5 limit
would not be objectionable, he said the
loss of monies for charities would be
substantial if legislation were not passed.
Busbee and Rep. Randolph discussed wording
of the bill.

RAYMOND PERKINS, American Legion, Sitka,
said their main source of revenue is from
pulltabs. He favored Grussendorf's bill,
but did not oppose Randolph®s bill. He
named several programs his group sponsors
several community-oriented programs, but
noted that they are costly. He felt
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pulltabs are vital.

EARL ARNOLD, Moose Lodge, Sitka, said his
group relies on pulltabs. His group puts
out scholarships, sponsors little league,
provides disaster funds, help needy families
and the pioneers home, purchases TVs for
hospitals, gives money to schools, drill
teams, and special Olympics. He favors both
bills, and had no qualms about a money
limit.

BOB KFDONY, manager and secretary of Moose
Lodge, Sitka, favors HB 623 and a ?5 limit.
He said they need the revenue from pulltabs.

DEL CHILDRESS, secretary of the Elks Lodge,
Sitka, said his group ® charitable
contributions run into thousands of dollars,
much of which is from the sale of pulltabs.
He noted that the cost of activities have
gone up; with inflation, inorder to continue
their activities, they need the gaming
situation. He favors both bills, anything
to keep going.

CHESTER BALLOT, of the Lions Club, Kotzebue,
supports HB 640. He said his organization
supports thirteen different groups, from the
senior center to little league, with
pulltabs. He said the Kotzebue Dog Mushers
also support the legislation.

CHARLOTTE BROWER, president of the Mothers
Club, Barrow, said their primary fundraising
is with bingo and pulltabs. Their Club has
raised funds for the needy, scholarships,
and churches; they sponsor a women
shelter, alcohol programs, youth alternative
program, basketball, Jesse Owens, and many
other groups and functions. Eliminating
pulltabs would take away their primary
source of funds. She felt local cities have
control and can monitor abuse of games.

PRISCILLA SAGE, vice president, Mothers
Club, Barrow, supports HB 640. She noted
that, if this main source of funding is
eliminated, they would have to cut back on
their charitable functions.

JIM THOMPSON, Midnight Sun Lions Club,

Fairbanks, heartily supports HB 640.
Without pulltabs, they cannot go ahead with
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their plans. Eliminating the pulltabs
caused them to lose 40% of their funding,
without which they will have to drastically
cut back programs. He recommended the $1
limit.

MARY CAYWOOD, Alano Club, Fairbanks, said
they desperately need pulltabs, and
supported HB 640. She said the Moose also
support HB 640. She said Alano is paying
for a new building for Alcoholics Anonymous.

VFRN KUCZRDK, of the Arctic Native
Brotherhood (a non-profit organization®) ,
Nome, Tfavored HB 640; he objected to lines
16-20 and did not like 1959 date. He said,
without the income from pulltabs, several of
their functions (scholarship fund,
firefighting equi r.nriit) are in jeopardy. He
said pulltabs ar mh 1igo support these as
well as get togtv ,rs and dog mushing
(including in Nome, Teller, and other
communities). He said the funds are needed
to keep dog mushing alive. He said he
enjoys bingo and doesn®"t mind paying for
pulltabs because the funds go to a good
cause. He said if the state authorizes ice
classics, it should authorize pulltabs and
punchboards. He felt the alternative was to
go to bars or stay home drinking. The
functions provide a chance for people to
socialize and enjoy an evening of bingo and
pulltabs. He favors HB 640 except for the
1959 date.

HOWARD FARLEY, vice president of the Nome
Kennel Club, Nome, which, he pointed out, is
the oldest dog mushing club in the world,
supported HB 640, except for the 1959 date.
Rep. Randolph clarified what the 1959 date
in the bill stood for.

JOHN PULLOCK, King Island Native Community,
Nome, supported HB 640. He said attendance
has dropped almost 50% since eliminating
pulltabs (at their fundraising events).

LEO LAND, vice president of Alaska Native
Brotherhood, Haines, said if pulltabs are
taken away, they will have to close their
doors and end their charitable work. He saw
no problem with a $5 limit, regardless of
the governor. L said 50-70% of their funds
comes from pulltabs, and that people can

11
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afford a $5 limit.

At this point, public testimony was ended
and the bills went before the committee for
consideration. Representative Rogers moved
an amendment to HB 640 on page 1, line 24;
Rep. Randolph seconded the motion and, there
being no objection, the amendment passed.
Rep. Gardiner moved that HB 640 as amended
be moved out of committee as a Labor &
Commerce committee substitute, with a do-
pass recommendation by unanimous consent.
There being objection, he changed his notion
to move the bill out of committee with
individual recommendations. Motion passed,
and CSHB 640 1&C was directed to House
Judiciary comnittee. Rep. Randolph directed
further testimony on the bill be given to
Rep. Barnes, Judiciary Committee chairman.

As there were no further items to come

before the committee at this time, the
Chairman adjourned the meeting at 2:49 PM.
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COMMITTEE MINUTES

COMMITTEE ; House Labor & Commerce
HEARING DATE: January 19, 1982
TAPE NO. 3, Side A

The meeting was called to order by Chairman Martin at 1:05 PM in the Labor &
Commerce Committee Room, Behrends Building, Juneau, Alaska. Committee members
present in addition to the Chairman were Representatives Bylsma, Randolph,
Rogers, and Gardiner. Committee staff in attendance were Jeff Barry, Joan
Mathews, and Mary lsaacs. Other legislators attending the hearing were Rep—
resentatives Grussendorf and Vaska. Representative Adams sent written testimony.

The committee schedule called for the consideration of the following items:
House Bills 623 and 640, relating to games of chance and contests of skill.
The committee hearing was teleconferenced statewide.

After an introduction to the teleconference by moderator Jack Sanderson (meter
no. 022), Chai nan Martin (meter no. 028) gave a summary of the billsand noted
the difference in the two bills.

REPREF " ? GRUSSENDORF (meter no. 046), sponsor of HB 623, gave background

on he j legislation was needed. He described pull tabs, or Nevada cards
(met .r .o. 100), and the types of organizations who had contacted himconcerned
over the State banning these games. He said he became concerned that the inter—
pretative of the games" legality rested with the Department of Revenue. He said
that countless organizations rely of pull tabs and punchboards for their funds.
Rep. Grussendorf said he had no objection to Rep. Randolph®s version of the bill,
which puts a limit on how much can be charged for the game ($1 limit). Rep.
Bylsma pointed out that, as HB 640 was worded, the dollar limit would apply to
raffles and other games, as well as the punchboard and pull tabs. Chairman Martin
said that the Governor, in hia state of the state address, felt legalizing these
games 1is a moral issue, and asked whether Rep. Grussendorf would oppose amending
tbs bill to go to a referendum vote. Rep. Grussendorf said there is a general
tendency on the part of elected officials to cop out on issues facing them; that
the ballot will already be crowded; and that he did not think this issue should
go on the ballot. Rep. Gardiner agreed that the problem should be rectified. He
said the only person he knew of opposed to the ligislation is the Governor.

As no members of the public had requested the question to go to referendum vote,
he felt the committee should hear testimony and take action (meter no. 191).

Rep. Randolph concurred. He said (meter no. 220) that as chairman of the
Regulation Review Committee, he held hearings in Fairbanks and Anchorage, where
testimony was unanimously supportive of corrective legislation maintaining the
games. He said he felt limiting the cost of pull tabs to $1 might alleviate the
governor®s concern about liberalizing gambling laws, and said he plans to amend
his bill to be sure this dollar limitation does not apply to bingo, raffles, etc.

REPRESENTATIVE VASKA (meter no. 280) said constituents in his district supported
continuing these nStivities. Me said he co-sponsored HB 623 because of the
benefits of this Lype of fundraising. He supports the bill and supports expediting
it.
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JOE DON/FFIUE, Deputy Commission of the state Department of Revenue (meter no.

311) said the governor is prepared to veto legislation like HB 623 and HB 640
unless the legislation contains a provision allowing a vcce by the people.

He said investigators discovered the use of the pull tabs, which had gone on
unknown by the Department for several years, and that the Department had notified
permittees that pulltabs were illegal. The Department then received petitions

and requests for reconsideration asking the Department to expand regulations to
include the use of pulltabs. The Governor decided to utilize emergency regula—
tions to allow organizations to deplete stocks and to give notice that, as of
1/1/8?., pull tabs and punchboards were illegal and that other fund raising
activities should be found. Rep. Rogers asked, in reference to the governor's
philosophical difficulties, if the governor®s opinion extended to Permit //81-519,
the Hammond for Governor raffle and lottery permit. Rep. Gardiner asked if the
Department had assessed how many pull tabs were being used, and the volume of
money (meter no. 372). Donahue said they had no data except letters and petitions
saying that, in some cases, substantially more than 50% of some organizations
income was from punchboards and pulltabs. Donahue said he would give the committee
copies of their annual reports.

MARIE REYNOLDS, of the VFW Ladies auxiliary, Bethel (meter no. 425), spoke in
favor of pulltabs. She said their income had dropped to less than 40% of what
they were receiving before the pulltabs were deemed illegal. She said her group
uses the money well to help others with scholarships, camp, Qnd in disasters.

KATHY WARD, director of the Senior Citizens Program in B~feheP (meter no. 455),
favored pull tabs because they are easy for seniors to play. She felt playing
the cards was voluntary, no one was being forced. She opposed a statewide vote,
and said much harm would be done by not reinstating the games.

K.C. JACKSON of the Br/stol Bay Native Association®s Sr. Citizens Program
(meter no. 0485), said the games provide the seniors with recreation
in a wholesome atmosphere where no alcohol is served; he said the only other
option is going to bars.

LAURA SCHROEDER, Manager for the City cf Dillingham (meter no. 510), said the
city council recommends pull tabs be permitted. She pointed out that applicants
have to get council recommendation before getting a state permit for games, so
the communifles maintain authority. She said that, with cuts in federal revenue
sharing, programs must find other means of support. She felt getting funds in
this manner was healthier than asking the government for money.

LE ROY WHITTLgﬁ president of the Elks Club Alaska Association, Kodiak, (meter
no. 538) said the president of the United States had asked lodges to renew
voluntary efforts to help those in need. He feels it"s their duty to respond
to this. He said without pull tabs for obtaining funds, local and state funds
will suffer (more government funds will have to be allocated).
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MERLE SN/ffDER, American Legion Jack Allman Post, Kodiak (meter no. 560), favors
the bills. He said his organization raised $29,324 last year for donations to
charity through the use of pull tabs and punchboards. He is forwarding a list of
donations to charity and community service organizations. He said the Post would
be hurt if denied this source of funds. Rep. Martin asked if Sneider objected

to the money limit on pulltabs; Sneider said no, but he felt $5 limit might be
better. Rep. Bylsma asked if his organization had other sources of funding (meter
no. 589); Sneider said they held twice-weekly bingo, Fourth of July boosts, and
some other revenue. Games of chance comprised about 60% of their money raised.

EDWARD HOFFMAN, SR., Bethel (meter no. 605) said it should be up to the people,
who pay Internal Revenue. He said everybody wants donations to buy a coffin and
send kids down to Juneau. He felt Internal Revenue should dig out of their pockets

ANDY JjIEDGE, Bethel (meter no. 628), had no objection to HB 640 as written, but
would object to raising the limit beyond Si. He doesn"t want to sanction gambling.
He felt, however, that the games in question do good in the community and will
continue to do so. He does object to making it big business by raising the $1
limit.

0
ARNOLD BREWER, JR., Post Commander, VFW, Barrow (meter no, 649), said his Pest
has members from Barter Island to Point Hope. His Post supports HB 6h0. He
felt Governor Hammond should either look at their side of the issue (in using
punchboards and pulltabs to raise funds) or subsidize their programs. He felt
the regulations banning the games was detrimental to their existence as a community
He wants legislation as soon as possible, and urged legislators to override the
govcrno ¥ anticipated veto. He doesn"t care about the dollar amount in the bill;
felt it should be up to the community to limit or not limit games.

PHIL HOQ%WORTH, chairman of the Government and Public Relations Committee of

the Alaska State Elks Association (meter no. 707), Juneau, suggested, to clarify
the interpretation of HB 640, a comma be placed at the end of line 24. He noeod
that contributions of working hours should also be taken into consideration when
speaking of funds raised.

MARK BELTZ, Anchorage (testifying in Juneau)(meter no. 731) wanted to talk about
minority discrimination. He was asked to address the committee at another time.

GARY FFLDMAN~ Eagles, Fairbanks (meter no. 750), said his group has a membership
of 600. Last year they raised $36,000, including $10,000 in scholarships. He
said they also support sports programs (baseball, basketball and hockey). He
said his group lost 70% of their revenue without, the pull tabs. With regard to
the 1issue going to statewide vote, he said voter approval 1is given when a group
applies for their license at city hall, and he felt making the games illegal was
another infringement on a person®s rights.

MARTHA JOHNSON, USO chairman, Fairbanks (meter no 772), said without the sale of

pulltabs, their organization will have to shut down. All their budgets were cut.
USO provides overnight lodging and transportation to servicemen. She desperately
urged passing the legislation.

-3-
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MORMAN BOUFFIOUX of the Lions Club, Fairbanks (meter no. 0787), said his group
gave over $100,000 to a park and over $30,000 to the hospital for a laser eye
machine. He said they need the legislation; there is nothing wrorg with the
games; and the revenue from the games is needed.

CHARLES BUSBEE, Elks, Fairbanks (meter nc. 800), takes exception to the wording
iin the bills about raffles before 1959. He felt a $5 limit would not be objec—
tionable. He said the loss of monies for charities would be substantial if legis—
lation were not passed. Busbee and Rep. Randolph discussed wording of the bill.

RAYMOND PERKINS, American Legion, Sitka (meter no. 849) said their main source of
revenue is from pulltabs. He favored Irussendorf®s bill, but did not oppose
Randolph % bill. He named several programs his group sponsors several community-
oriented programs, but noted that they are costly. He felt pulltabs are vital.

HARL ARNOLD, Moose Lodge, Sitka (872), said his group relies on pull tabs.

His group puts out scholarships, sponsors little league, provides disaster funds,
help needs fimilies and the pioneers home, purchases TVs for hospitals, gives
money to schools, drill teams, and special Olympics. He favors both bills, and
had no quali.s about a money limit.

BOB manager and secretary of Moose Lodge, Sitka (meter no. 889), favors
HB 623 and a $5 limit. He said they need the revenue from pull.,abs.

DEL CHILDRESS, secretary of the Elks Lodge, Sitka (meter no. 902) saidhis group®s
charitable contributions run into thousands of dollars, much of which is from the
sale of pulltabs. He noted that the cost of activities have gone up; with infla—
tion, 1in order to continue their activities, they need the gaming situation.

He favors both bills, anything to keep going.

CHESTER BALLOT, of the Lions Club, Kotzebue (meter no. 920), supports HB 640.
He said his organization supports thirteen different groups, from the senior
center to little league, with pulltabs. He said the Kotzebue Dog Mushers also
support the legislation.

CHARLOTTE BROWER, president of the Mothers Club, Barrow (meter no. 930), said

their primary fundraising is with bingo and pulltabs. Their Club has raised funds

for the needy, scholarships, and churches; they sponsor a women®s shelter, alcohol

programs, youth alternative program, basketball, Jesse Owens, and many other groups
and functions. Elirinating pulltabsworld take away their primary source offunds.
She felt local cities have control and <an monitor abuse of games.

PRISCILLA SAGE, vice president, Mothers Club, Barrow (meter no. 970), supports

HB 640. 13he noted that if this main source of funding is eliminated, they would
have to cut back on their charitable functions.

imu
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JIM THOMPSON, Midnight Sun Lions Club, lairbanks (meter no. 986), heartily
supports HB 640. Without pull tabs, they cannot go ahead with their plans.
Eliminating the pulltabs caused them to lose 40% of their funding, without which
they will have to drastically cut back programs. He recommended the $1 limit.

MARY CAYWOOD, Alano Club, Fairbanks (meter no. 1015) said they desperately need
pulltabs, and supported HB 640. She said the Moose also support HB 640. She
said Alano is paying for a new building for Alcoholics Anonymous.

VERN KUGZRUK, of the Arctic Native Brotherhood (non-profit organization), Nome
(meter no. 1030), favored HB 640; objected to lines 16-20 and did not like 1959
date. He said without the income from pulltabs, several of their functions
(scholarship fund, firefighting equipment) are in jeopardy. He said pulltabs and
bingo support these as well as get toothers and dog mushing (including in Nome,
Teller, and other communities). He said the funds are needed to keep dog mushing
alLive. He said he enjoys bingo and doesn"t mind paying for pulltabs because the
funds go to a good cause. He said if the state authorizes ice classics, it should
authorize pulltabs and punchcards. He felt the alternative was to go to bars or
stay home drinking. The functions provide a chance fov people to socialize and
enjoy an evening of bingo and pulltabs. He favors HB 640 except for the 1959 date.

HOWARD FARLEY, vice president of the Nome Kennel Club (meter no. 1075), which, he
pointed out, is the oldest dog mushing club in the world, supported HB 640, except
for the 1959 date. Rep. Randolph clarified what the 1959 date in the bill stood
for.

JOHN PULLOCK, King Island Native Community, Nome (meter no. 1094), supported
H3 640. He said attendance has dropped almost 50% since eliminating pulltabs
(.at their fundraising events).

L50 LAND, vice president of Alaska Native Brotherhood, Hained (meter no. 1104),
said if pulltabs are taken away, they will have to close their doors and end
their charitable work. He saw no problem with a $5 limit, regardless of the
governor. He said 50-70% of their funds comes from pulltabs, and that people
can afford a $5 limit.

At this point, public testimony was erded and the bills went before the committee
for consideration (meter no. 1131). Representative Rogers moved an amendment to
HB 640 on page 1, line 24; Rep. Randolph seconded the motion and, there being no
objection, the amendment passed. Rep. Gardiner moved that HB 640 as amended

be moved out of committee as a Labor & Commerce committee substitute with a do-
pass recommendation by unanimous consent. There being objection, he changed his
motion to move the bill out of committee with individual recommendations. Motion
passed, and CSHB 640 L&C was directed to House Judiciary committee. Rep. Randolph
directed further testimony on thebill be given to Rep. Barnes, Judiciary Committee
chairman.

As there were no Tfurther items tocome before the committee at this time, the
Chairman adjourned the meeting at 2:49 PM (meter no. 1171).
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Introduced: 1/11/82
Referred: Labor and Comnerct
and Judiciary

IN THE HOUSE BY RANDOLPH,MOSS AND O"CONNELL
HOUSE BILL NO. 640

IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to games of chance and contests of
skill: and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
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* Section ]. AS 05.15.100 is amended toread:

Sec. 05,15.100. COMMISSIONER OF REVENUE MAY [1SSUE PERMITS. Thr
commissioner of revenue may issue a permit to a qualified organization.
The permit gives the organization the privilege of conducting games of
chance and contests of skill including bingo, raffles and lotteries, ice
cias. ics, rain classics, dog mushers® contests, and fish derbies (AND
CONTESTS OF SKILL].

Sec. 2. AS 05.15.180(b) 1is amended to read:

(b) With the exception of games of chance [RAFFLES, LOTTERIES AND
RAIN CLASSICS], no activity may be licensed under this chapter unless it
existed in the state in substantially the same form and was conducted in
substantially the same mar.ner before January 1, 1959.

Sec. 3.AS 05.15.210 is amended by adding a new paragraph to read:

(22) ‘"game of chance"™ means a game in which the skill ar.d
experience of the player is secondary to purely fortuitous or accidental
circumstances incidental to the game and includes ffiea and loktari«a
mttd pull-tab and punchboard games in which the price of each chance is

$1 or lessj Cind raCel?s cund /orferies *

* Sec. 4. Sections 1 - 3 of this Act are retroactive to January 1, 1982.
* Sec. 5. This Act takes effect immediately in accordance with AS 01.10.-
070(c).-

-1- HB 640
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Official Business

A laska 8>tate "legislature WHILE IN SESSION
Pouch V

House Of Representatives State Capitol
Juneau, Alaska 99811

(907) *163-3706
Albert P. Adams ANCHORAGE OFFICE

Chairman 1004 W. 6th Avenue
Committee on Finance AnChO(g%%%é?\f(Sgsg%Ol
HOME -DISTRICT 24

P.O. Box 271
Kotzebue, Alaska 99752

January 19, 1982 (907) 442-3320

The Honorable Terry Martin
Chairman, House Labor and
Commerce Committee
and
AlIl Committee Members

Dear Colleagues:

I am unable to attend today®"s teleconference on games of
chance and skill. However, 1 would like to express my
concern over a recent Attorney General®s opinion which found
that pull tabs are illegal under current state law. Pull
tabs are commonly used in rural areas at bingo games to
raise money for various civic and charitable organizations
and functions. These range from the Lions®™ Club, Veterans
of Foriegn War, and the Senior Citizens®™ Program in Dillingham
which provides a ride service and hot meal service to the
elderly. 1In addition, money from pull tabs 1is used to by
food and coffins for poor people in the Bethel area.

I am unfamiliar with the use of null tabs in urban areas of
Alaska but, I can vouch for their importance in rural areas,
where there are often few alternatives for raising ;.oney for
charitable purposes.

Because of the importance of pull tabs in rural communities
T urge the committee ¥fn legalize their use. Governor Hammond

warned us in his state of the stateaddress not to liberal:ze
gambling laws, as thir would resultin an immigration of

riff raff and low life to Alaska. I am sure he did not have
pull tabs in mind when he made thisstatement, as null tabs

are not associated with low life, but with the hi" rest
motives of human nature, those of giving and sharing.

I therefore support House Bills 623 and 640, and 1 am not

particularly concerned with the minor difference between
them.

Sincerely,
Reppersentative

-ATftert P. Adams
APA/wlr



Nlaska JsMr “jgislahirc

3960 REKA DRIVE—D6

REPRESENTATIVE ANCHORAGE. AK 99504
TERRY MARTlN PHONE 333-6990'
DISTRICT ft
Chairman—lador and COmmERCE committee DURING LEGISLATURE
PHONE 465 3670 POUCH V

STATE CAPITOL
JUNEAU AK 99611
PHONE 46S-378A

*sBOR AND COMMERCE COMMITTEE

February 4, 1982

Leo Nunley, Quartermaster
Wasilla VFW

Box 2000

Wasilla, Alaska 99687

Dear Mr. Nunley:

I received word from the Legislative Infor <tion Office in
Wasilla that you would Ilike information about the ™"games of
chance™ teleconference which was heard before this committee
on January 19. I have enclosed minutes oi that meeting, as
well as a copy of the bill as i1t was passed out of
committee.

The: were two near-identical Dbills before the committee
dealing with games of chance: HB 623, sponsored by Rep.
Grussendorf of Sitka; and HB 640, sponsored by Rep. Randolph

of Fairbanks. Both bills were designed to statutorily
legalize games such as pull-tabs (Nevada cards) and
punchboards. The only difference between the two bills was

that HB 640 put a limit of $1 on the amount which could be
charged for these games.

House Bill 640 was amended to clarify that this dollar limit
would not apply to raffles, lotteries, am the like. The
bill was approved by the Labor & Commerce Committee, and
passed to House Judiciary Committee. Rep. Ramona Barnes is
chairman of Judiciary, if you are interested 1in contacting
her to give testimony or with any questions.

As you can see from the minutes, public testimony taken from
around the state was overwhelmingly in support of this
legislation. You should be aware, however, that Governor
Hammond has already informed the legislature that he plans
to veto any legislation which, in his definition, would
broaden Alaska®s gambling laws.



If you have any questions or would like more information,
don"t hesitate to contact me, by phone at 465-3657, by mail
at the above address, or through the Legislative Infoinnation
Office.

Sincerely,

Joan Mathews
Committee Secretary

enclosures

cc: Mary Kvalheim
Legislative Information Officer
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COMMITTEE REPORT
HOUSE

®) FURTHER:  JUDICIARY
1/11/82

Date:
Mr. Speaker:

The Committee on LABOR & COMMERCE has had hr

"An Act relating to games of chance and contests of skill; and providing
for an effective date."

under consideration and
reports it back with the following recommendations:

[ 1 do pass [ 1] do not pass
[ 1 do pass with attached amendments(s)
same title
[>J replace with CS for [ 1 new title
and recommends
£ ] AND attaches a "Letter of Intent"” [ ] New Fiscal Note
t ] reports it back without recommendation
£ ] referred to the Commi ttee
MEMBERS SIGNING MEMBERS HAVING

OTHEP RECOMMENDATIONS:

(i),

H 60 (Rev. 12/78)



JAY S. HAMMOND. GOVERNOR

DEPARTMENT OF REVENUE POUCHS
OFFICE OF THF COHMISSIOHER I;HI%FN%U (&%%@-Z%ﬂ

January 19, 1982

The Honorable Terry Martin
Chairman

House Labor & Commerce Committee
Room 211 - Behrends Building
Juneau, AK 99811

Dear Mr. Martin:
Re: House B ill No. 640

Hnijce Bill No. 640,. an Act relating to games of chance and contests
of skill, v/as introduced in the House on January 11, 1982, and v/as
referred to the House Labor & Commerce and Judiciary Committees.

For consideration of the House Labor & Commerce Committee, | am
enclosing a copy of a Fiscal Note prepared by Mr. Ervin B. Jones,
Supervisor, Audit Division, Department of Revenue, concerning the
proposed legislation.

Sincerely,

R. D. S”*venson
Special Assistant

RDS:jas
Enclosure

cc: The Honorable Ramona L. Barnes
Chairwoman
House Judiciary Committee

Joseph K. Donohue
Denuty Commissioner, Taxation
Department of Revenue

Ervin B. Jones, Supervisor
Audit D "'ision
Department of Revenue
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THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

REQUEST

Bill/Resolution No. HB

Title"An Act relating to games of chance and contests of skill: and

Rgpttgato&fex providing for an effective date Date January 18, 1982

Requested by: House Labor and Commerce

FISCAL DETAIL

Agency Affected Department of Revenue

Program Category Affected Revenue Collection and Management

BRU, Program, Or Subprogram(s) Affected Audit Division

(Note: If more than one budget component is affected, separate line-item
amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars) None

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EQUIPMENT

LAND & STRUCTURES
GRANTS,CLAIMS,ETC.

TOTAL

FUNDING  (Thousands of Dollars) None

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS None

FULL TIME
PART TIME
TEMPORARY



R.D. Stevenson January 18, 1982
Legisla “Stant

Ervin J HB 640
Office ager (Labor and Commerce)
Audit Division

This bill proposes to amend three sections of AS 05.15.

The effect of these proposed changes is to considerably broaden the
privileges granted with the issuance of a games of chance and skill
permit. The original language of AS 05.15.100 limited the games of
chance to only those activities listed (i.e., bingo, raffles, lotteries,
ice classics, rain classics, dog mushers®™ contests and fish derbies).
New games of chance would have to chen be allowed under one of those
listed. The proposed language removes that limitation andtaken in
context with sections2 and 3 of the bill, would allow any game of
chance which could becontrived where the element of chance and luck is
foremost, regardless of whether those games of chance existed in Alaska
prior to statehood. Since the original intent of the legislation was to
permit continuance of those gaming activities after statehood which
existed in territorial days, this change is a considerable divergence.

The only remaining limitation would be the limitation on use of gambling
implements found in AS 05.15.180(a). This would presumably prevent the
introduction of casino type hardware and coin operated video games as
games of chance, but would not prevent the legal introduction of games
of chance such as can be contrived by profit-seeking individuals and
nonprofit organizations striving to maximize their take in an extremely
competitive industry.

If the author®s intent is simply to legalize pull-tabs, 1 would recommend
this bill to legal counsel to arrive at a simpler way of accomplishing
that goal without opening Pandora®s box.



Alaska Jilate fjjEeliytslalure

House 0j Representatives

LABOR & COMMERCE COMMITTEE Pouch V
. i State Capitol
Official Business Juneau, Alaska 99811
FOR IMMEDIATE RELEASE
Contact Joan Mathews January 13, 1982

465 3657/3873

"GAMES OF CHANCE""™ LAWS UNDER FIRE

"Games of chance and contests of skill” will be the topic of
discussion at a January 19 hearing of the State House Labor &
Commerce Committee. Recent state policy decisions have caused
some confusion as to what qualifies as a game of chancet

Last year, the State Department of Revenue suspended regula--
tions allowing the use of pull-tabs and punchboard games,. Public
outcry caused the reinstatement of those regulations last summer;
but on January 1 of this”™esar, the regulations were once again
suspended. House bills 623_ and 64D", which weiuld clarify statutes
dealing with such games, nave been scheduled for a statewide-,
teleconferenced hearing because so many service organizations
have expressed concern that cutting off this means of funds would
reduce or eliminate many of their charitable programs.

Committee chairman Representative Terry Martir said that many
private charitable groups have expressed to him that games such as
raffles, bingo and pull-tabs provide a good, low-overhead method of
fundraising. The East Anchorage Republican said, "These games are
used to raise a good deal of the money that enables such organiza-

— ir.ore-



PRESS RELEASE
Page two

tions as the Elks Club, American Legion, Kiwanis Clubs, and
National Brotherhood & Sisterhood Associations to fund sports
programs, special events, and other community-service functions.
A statewide teleconference hearing is scheduled for Tuesday
January 19, at 1:00 pm Juneau time. Those 1interested in partici
pating should contact the Legislative Information Office or

House Labor & Commerce Committee chairman Terry Martin at



MSG 82-00001450 FFRTY 1 01/15/82 16:08:11 ORIG: LJES IN®00O02 OUT® 0003
FROM: JOAN MATHEWS, HOUSE LABOR & COM TO: MAXINE, FAIRBANKS

TARGET: LJHY SUBJ: PRESS RELEASE PAGE 0001

MAXINE:

FIRST, I'D LIKE TO THANK YOU FOR THE QUICK TRANSMITTAL OF THE COMMITTEE PRESS
RELEASE TO THE NEWS MINER. I WAS CONTACTED TODAY BY DERMOT COLE, WHO REQUESTED
FURTHER INFORMATION. UNFORTUNATELY, | HAVE NOT BEEN ABLE TO GET HOLD OF HIM
SINCE HE CALLED. WILL YOU PLEASE LEAVE A MESSAGE FOR HIM THAT YGJ HAVE THE
INFORMATION HE REQUESTED, AND RELAY TO HIM THE FOLLOWING:

TO: DERMOT COLE, FAIRBANKS DAILY NEWS MINER
FM: JOAN MATHEWS, HOUSE LABOR & COMMERCE COMMITTEE

I HAVE NOT BEEN ABLE TO GET BACK IN TOUCH WITH YOU SINCE THIS MORNING, AND
WANTED TO BE SURE YOU GOT THE FOLLOWING INFORMATION.

I CONTACTED REP. RANDOLPH'S OFFICE TO GET LIST OF SOME OF THE ORGANIZATIONS
IN FAIRBANKS AREA WHO CONTACTED HIM RE PULL TABS QUESTION. THEY INCLUDE:

FAIRBANKS CURLING CLUB

MSG 82-00001450 PRTY 1 01/15/82 16:08:11 ORIG: LJES IN® 0002 OUT® 0003
FROM: JOAN MATHEWS, HOUSE LABOR 6 COM TO: MAXINE, FAIRBANKS
TARGET: LJHY SUBJ: PRESS RELEASE PAGE 0002

TANANA VALLEY AMERICAN RED CROSS
GOLDEN NORTH REBEKKAH LODGE

ST. NICHOLAS CHURCH, NORTH POLE
SOROPTOMISTS CLUB OF FAIRBANKS
NORTH POLE ELEMENTA Y SCHOOL Fi{A
MIDNIGHT SUN LIONS CLUB
FAIRBANKS LIONS CLUB

BEAVER KWITCHIN CORPORATION

VFW

SACRED HEART CATHEDRAL

CHURCH OF GOD AND CHRIST
FAIRBANKS HUMANE SOCIETY

uso

ELKS CLUB

| ASKED ABOUT EXACTLY WHAT PULL TAB GAMES ARE. APPARENTLY THEY ARE SIMILAR IN
PLAY TO A SLOT MACHINE— ONE PULLS A TAB OFF A CARD TO SEE WHAT COMBINATIONS OF

MSG 82-00001450 PRTY 1 01/15/8*" 16:08:11 ORIG: LJE'5S |IN® 0002 OUT® 0003
FROM: JOAN MATHEWS, HOUSE LABOR & COM TO: MAXINE, FAIRBANKS
TARGET: LJHY SUBJ: PRESS RELEASE PAGE 0003

FRUITS OR OTHER SYMBOLS ARE THERE, AND PRIZES OR MONEY ARE WON IF THE COMBINA-
TION 1" FAVORABLE (EG, 3 ORANGES, ETC). PUNCH CARDS OPERATE ON A SIMILAR
THEORY. ONE PURCHASES A CARD ANDPUNCHES OUT A SLOT OR HOLE TO SEE WHAT NUMBER
LIES BENEATH; IF THE NUMBER IS THE SAME AS THE WINNING NUMBER, AGAIN, PRIZES OR
MONEY ARE WON. I'M SURE THE LOCAL VFW OR ANY OF THE OTHER GROUPS L.'STED ABOVE
COULD EITHER SHOW YOU THESE GAMES OR EXPLAIN FURTHER.



©

© © 0 0

THE ADMINISTRATION'S STAND ON THESE GAMES. SHE SAID THAT IN EARLY FALL, LO98L,
THE DEPARTMENT OF REVENUE BROUGHT TO THE GOVERNOR'S ATTENTION THAT FULL TABS
AND PUNCHBOARDS ARE NOT TECHNICALLY COVERED BY STATUTE. THEY DETERMINED IT
MIGHT BE POSSIBLE TO LEGALIZE, BY THE DEPARTMENT'S REGULATORY AUTHORITY;
HOWEVER, THE GOVERNOR THOUGHT LEGALIZING THESE GAMES MIGHT APPROXIMATE
LIBERALIZING GAMBLING LAWS, AS THE PRINCIPLE OF PULL TABS IS SIMILAR TO THAT
OF "ONE ARMED BANDITS". THE GOVERNOR THOUGHT THIS INAPPROPRIATE. SINCE
CHARITY-TYPE ORGANIZATIONS HAD BEEN USING THE GAMES, HE PERMITTED A L.20 DAY
EMERGENCY REGULATION EXTENSION TO ALLOW THESE ORGANIZATIONS TIME TO FIND OTHER

MSG 32-00001450 PRTY 1 01/15/82 16=08:11 ORIG: LJES IN* 0002 OUT- 0003
FROM: JOAN MATHEWS, HOUSE LABOR f, COM TO: MAXINE, FAIRBANKS
TARGET: LJHY SUBJ: PRESS RELEASE PAGE 0004

SOURCES OF FUNDING. THE EMERGENCY REGULATIONS EXPIRED DEC 30 OR 31, THE
GOVERNOR INDICATED TO THE LEGISLATURE THAT HE HAS NO INTENTION OF REINSTATING
THE REGULATIONS, FOR REASONS CITED ABOVE, AND INFORMED LEGISLATURE THAT, IF
THE < PASSED LEGISLATION ALLOWING PULL TABS/PUNCHBOARDS, THEY SHOULD BE SURE
THE1> HAD THE REQUIRED 2/3 MAJORITY TO OVERRIDE HIS VETO, BECAUSE HE WOULD
VETO ANY BILL LEGALIZING THESE GAMES.

SUSAN GREEN CAN BE CONTACTED AT 465-3500; SHE ALSO REFERRED ME TO DEPARTMENT
OF REVENUE DEPUTY COMMISSIONER JOE DONAHUE, AT 465-2301, WHO HAS BEEN WORKING
CLOSELY WITH HER ON THIS SUBJECT.

HC THIS CLARIFIES; SORRY T3 BE SO UNINFORMATIVE THIS MORNING. PROMISE TO
i-lIAV.- MORE BACKGROUND BEFORE RELEASING ARTICLES IN THE FUTURE.

JOAN MATHEWS

MSG 82-00001450 PRTY 1 01/15/82 16 =08:11 ORIG: I.L.JE5 IN*0002 OouT* 0003
FROM: JOAN MATHEWS, HOUSE LABOR & COM TO: MAXINE, FAIRBANKS
TARGET: LJHY SUBJ: PRESS RELEASE PAGE 0005

MAXINE: THANKS FOR YOUR ASSISTANCE, AND FOR THE GOOD WORK ON YESTERDAY'S
TELECONFERENCE. HOPE TO MEET YOU ONE DAY JOAN MATHEWS.

PS— PLEASE CONFIRM RECEIPT BY OMNI TO LJHY. THANKS.
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HOUSE LABOR & COMMERCE
STANDING COMMITTEE
January 20, 1982
1:10 p.m.

Members Present: Rep. Martin, Chairman
Rep. Bylsma, Vice Chairman
Rep., Randolph
Rep. Gardiner
Rep. Rogers

Members Absent: No members aosent.

COMMITTEE CALENDAR
HB 146 Re payment procedures/public contracts

HB 595 An act continuing the existence of the Board
of Welding Examiners: and providing for an
effective date.

WITNESS REGISTER

Representative Brown

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

465-3744

Position Statement: Gave background on both bills.

Nick Coti, Management Analyst

Division of Occupational Licensing

Department of Commerce & Economic Development
Juneau, Alaska 99811

465-2534

Position Statement: Supported HB 595.

Donald Lockman

Testing Institute of Alaska and

State Board of Welding Examiners
Anchorage, Alaska

276-3440

Position Statement: Supported HB 595.

Ken Lomax

ARCO Oil and Gas Company

Anchorage, Alaska

338-1271

Position Statement: Supported HB 595.

Louie Rousseau
Welding Application-Methods



Anchorage, Alaska
272-3543

Position Statement:
Erwin Long

Arctic Foundations,
Anchorage, Alaska

276-5575
Position Statement:

HB 146

HB 595

Tape #003
Recording
Number 1190

Number 1201

Number 1259

Number 1371

Number 1634

Opposed HB 595.

Inc.

Opposed HB 595.

PREVIOUS ACTION

Referred to committee 3/11/81; no previous
action. No action taken by committee this
date.

Referred to committee 5/26/81; no previous
action. No ac n taken by committee this
date.

ACTION NARRATIVE

The meeting was called to order by Chairman
Martin at 1:10 p.m. All members were
present. The committee schedule called for
the consideration of I1B 595 and HB 146.
Testifying before the committee regarding
both bills was Representative Fred Brown,
prime sponsor.

Rep. Brown, sponsor of HB 595 and HB 146,
gave background on both bills. Chairman
Martin limited further testimony and
committee consideration to HB 595.

Nick Coti, Division of Occupational
Licensing, Department of Commerce and
Economic Development, spoke from prepared
testimony in favor of continuing the Board
of Welding Examiners.

Donald Lockman, of the Testing Institute of
Alaska and the State Board of Welding
Examiners, testified in favor of 1B 595.
Rep. Rogers questioned Lockman about his
testimony.

Ken Lomax, of ARCO Oil and Gas Company,
testified in favor of the bill, and
presented written statements and letters to



Number 1710

Number 0136,

Number

Number

0312

0348

Side B

the committee.

Louie Rousseau, of Weldir , Application-
Methods, a technical services business in
Anchorage, testified against the bill.

Erwin Long, of Arctic Foundations, Inc., a
manufacturer of pressure vessels and geo—
tech equipment, also testified against the
bill. He said he does contract work for the
Corps of Engineers, and finds the State
Board of Welding examinations and
certifications to be in conflict with
federal requirements that certification must
be done according to the American Society of
Mechanical Engineers (ASME) code.

Donald Lockman gave rebuttal testimony in
favor of the State Board of Welding
Examiners.

No action was taken on HB 595, and the
Chairman adjourned the meeting at 3:00 p,m.
Hearing on HB 595 will be continued in
February.



COMMITTEE MINUTES

COMMITTEE House Labor & Commerce
HEARING DATE January 20, 1982
TAPE NO. 3, Sides A and B

The meeting was called to order by Chairman Martin at 1:10 p.m. in the Labor &
Commerce Committee Room, Behrends Building, Juneau, Alaska. Committee members
present in addition to the Chairman were Representatives Bylsma, Randolph,
Rogers and Gardiner. Committee staff in attendance were Jeff Barry and Mary
Isaacs.

The committee schedule called for the consideration of the following items:
HB 595 and HB 146. Testifying before the committee regarding both bills was
Representative Fred Brown, prime sponsor. Testifying before the committee
regarding HB 595 were Nick Coti, Don Lockman, Ken Lomax, Louie Rousseau, and
Erwin Long.

Rep. Brown, sponsor of HB 595 and HB 146, gave background (meter no. 1201) on
both bills. Chairman Martin (meter no. 1248) limited further testimony and
committee considerati in to HB 595.

Nick Coti, of the Department of Commerce and Economic Development, Division of
Occupational Licensing, spoke (meter no. 1259), from prepared testimony in favor
of continuing the Board of Welding Examiners.

Donald Lockman of the Testing Institute of Alaska and the State Board of Welding
Examiners testified (meter no. 1371) in favor of HB 595. Rep. Rogers (meter no.
1512) questioned Lockman about his testimony.

Ken Lomax of ARCO Oil and Gas Company (meter no. 1634) testified in favor of
the bill, and presented written statements and letters to the committee.

Louie Rousseau of Welding Application-Methods, a technical services business in
Anchorage (meter no. 1710) testified against the bill.

Erwin Long of Aretjc Foundations, Inc., a manufacturer of pressure vessels and
geo-tech equipment, (meter no. 0136, side B) also testified against the bill.
He said he does contract work for the Corps of Engineers, and finds the State
Board of Welding examinations and certifications to be in conflict with federal
requirements that certification must be done according to the American Society
of Mechanical Engineers (ASME) code.

Don Lockman (meter no. 0312) gave rebuttal testimony in favor of the State
Board of Welding Examiners.

No action was taken on HB 595, and che Chairman adjourned the meeting at 3:00
p-m. Hearing on HB 595 will be continued in February.

MINUTES REVIEWED AND APPROVED:

Representative Terry Martin, Chairman
House Labor & Commer . Committee



TESTIMONY BEFORE THE HOUSE LABOR & COMMERCE COMMITTEE
ON HB 595

January 20, 1982

By Nicholas Coti, Management Analyst
Division of Occupational Licensing

Thank you for the opportunity to comment on HB 595. The department
would like to take this opportunity to indicate what it sees to be key
issues with respect to the sunsetting of the Board of Welding Examiners
and to provide this committee with relevant information that may assist
it in determining whether it is in the public interest to continue the
board and the licensing process.

The first issue | would like to address is: Is the welding inspector
system set up under the nresent statutes and regulations necessary to
protect the public fro? je effects of unsafe weldments.

The answer to this question appears to be yes. Under the present system,
the board license5 welding inspectors who certify welders. This certi-
fication is a preicquesite for a welder to work on a job where weldment
failure might pose a public hazard to life or property. This procedure
seems reasonable and is the preferred approach by industry as evidenced
by :ne operations of the American Welding Society and by comments of
nonboard member professionals. While this approach seems to be necessary,
it is not clear whether it is adequate to properly protect the public.
The department would urge the committee to encourage comments from
knowledgeable professionals on whether this system is indeed adequate.

The second issue that we feel is key is: Given the fact that the system
of certifying welders by welding inspectors is accepted as necessary by
the industry and that an independent certification process is available
through American Welding Society's welding inspector program, is it
necessary to make the certification of welders a legal requirement or
can we rely on industry (specificaTly the purchasers of welding services)
to regulate themselves?

The Division of Legislative Audit has indicated that it feels that
industry can adequately regulate itself in this area, while the board
has indicated the present level of regulation is appropriate and desirable.

With respect to this issue, the department would like to make the following
points for the committee's consideration:

0 Contractors, not welding inspectors, are generally held liable
for the consequences of weldmert failure. Contractors are
a’ready licensed by the State. The welding inspectors who are
presently licensed by the State are at least twice removed
from responsibility for the consequences of weldment failure
(the welder and the contractor). In other words, there are no
sanctions relating the welding inspector's performance to
actual events of damage to the public.



liras

HB 595
Page 2

0 Similarly, the present statutes do not provide a system in
which there are any realistic ways of identifying abuses by
welding inspectors. For example, there is real .j no way of
determining whether a welder who has been certified bya
welding inspector has actually taken and/or passed the test.

Both ofthe above points underline enforcement weaknesses in the present
systemthat -.hould be evaluated during the sunset process. This also
explains in part why there haven't been complaints of a public protection
nature brought before the board...a point made by the Division of
Legislative Audit in arguing that there is no need for a board.

The following comments address problems with the present statutes and
regulations and address the performance of the board. These comments
assume that the welding inspector systan should be a legal requirement.

The first issue | would like to raise here is: Is the present set of
procedures for licensing welding in/spectors adequate?

The present regulations and statutes define two basic procedures whereby
someone can become licensed as a welding inspector in Alaska, These can
be identified as the AWS route to licensure and the board testing route
to licensure (cf. AAC 72.065).

| would like to briefly discuss both these routes to licensure, noting
first that only the AWS route to licensure has been actually operation-
alized.

The AWS Route to Licensure: Under the present set of regulations, a

person will receive a license if he/she has a current welding inspector
certificate from the American Welding Society and submits proof of

having previously passed an all position welding qualification test in

at least one welding process. One problem with the AWS route to licensure
is that it places Alasxan applicants at the mercy of an outside organization
over which the State, the board and the applicant have no control.
Applicants dissatisfied with a determination made by the AWS have no

means of appeal.

Two applicants actually encountered this problem this year when their
applications for AWS certification were unjustly obstructed and temporarily
denied by AWS. The Division of Occupational Licensing interceded in this
case, contacted the AWS and after a series of interactions, was able to
assist in getting the AWS decisions reversed. The actual problem was
determined to be an obstinate AWS employee who was acting counter to
instructions from the AWS Qualifications Committee. While this particular
incident j[s by no means typical of our past interaction with AWS (which
has been good), it does highlight the fact that under a system which
relies soley on AWS certification, there is no appeal guaranteed to the
applicant. Therefore, if you determine that licensing is in the public
interest, the above is an argument against the position recommended by
the Division of Legislative Audit fUat we rely on AWS certification for
licensure.
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Some benefits of the AWS system should also be noted: It is a generally
workable system that represents standards recognized by the industry as
valid; its independence from the board reduces the potential for conflicts
of interest between board members and applicants who may be potential
competitors; and it is a readily available method.

The board testing route to licensure: Under this route to licensure,
the applicant should be tested directly by the board according to criteria
specified in the existing regulations. In fact, the regulations describe
this as the normal route to licensure and the AWS route is an alternative.
As noted above, procedures for implementing these regulations have not
been developed and the board has relied exclusively on the AWS route.

For the reasons discussed above, if the present statutes, regulations
and board are retained, the Legislature would urge the board to establish
the necessary procedures so that applicants could be tested directly by
the board if necessary.

It should be noted that while the board has been remiss in developing
these procedures, there is no record of the board being urged to do so
by the department or the Division of Legislative Audit which has done
two performance audits on this board in the last three years. The board
has a good record of positively responding to constructive criticism and
recommendations from the Division of Legislative Audit. If the present
licensing system is continued, the department will make every effort to
assist the board in developing these regulations.

In closing, | would like to note that the board has an excellent record
of licensing qualified applicants who follow the existing procedures.
There are presently 219 welding inspectors licensed by the board, 136

of which are currently in active status. This is substantially more
than is reported in either of the Division of Legislative Audit's reports
and reflects the board's efforts to licerse qualified people.

It is also worthy to note that in the past the board hasdelegated

routine licensing functions to the licensing examiner in an effortto
expedite the licensing process. The board instructed the licensing
examiner how to evaluate the AWS certification documents and routine all
position welding documentation. The licensing examiner was then allowed
to issue licenses under these strict guidelines. The system worked well
and allowed for expeditious licensing, a major goal of the Division of
Occupational Licensing. This practice came under criticism in one audit
report and was discontinued in deference to the criticism. The department
would urge the committee to encourage this type of expeditious licensing
if it decides that licensing of welding inspectors is in the best interest
of the public.
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