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Introduced: 2/5/82 
Referred: Labor &  Commerce

IN THE HOUSE BY BARNES,HAYES AND CLOCKSIN

HOUSE BILL NO. 726 

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act providing an exemption from the Alaska E m p l o y­

ment Security Act for certain employees of certain 

c o r p o r a t i o n s ."

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

* Section 1. AS 23,20.526 is amended by adding a new paragraph to read: 

(21) service performed for a corporation by an employee of the 

corporation if

(A) the corporation is incorporated under AS 10.05*

(B) _£he^ corporation ia not a government corporation!

(C) the employee .owns directly or i n d i r e c t l y , t r

power to vote"7|25 percent or more of \itOf /jjwi ■ inf W o t  ingYsocuritie:
.-1 <

cofj the corporation^

(Q) the employee agrees that the services not be "employ 

ment" under this paragraph.
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IN T H E  HOUSE

Introduced: 2/5/82
Referred: Labor &  Commerce

BY B A RNES,HAYES A N D  CLOCKSIN

HOUSE BILL NO. 726 

IN THE LEGISLATURE OF THE STATE OF ALASKA

TW E LFTH LEGISL A T U R E  - S ECOND SESSION 

A BILL

For a n  Act entitled: "An Act providing an e x emption from the Alaska E m p l o y­

ment Security Act for certain employees of certain 

corporations."

BE IT E N A CTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c tion 1. AS 23.20.526 is amended by adding a new paragraph to read: 

(21) service performed for a corporation by an employee of the 

c orporation if

(A) the corporation is incorporated under AS 1 0 . 0 5 j

(B) the corporation is not a government corporation;
corjC on i»ffrK.netorSeei»«i_£0^beJ#i*
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p o w e r to v ote -/ 2 5-pcr-c e n t -or tnore~u f • any  claaa o f voting s o c u r itlas- 

■ef - the - eorpora-t-ioR ) and—

(D) the employee agrees that the services not be " e m p l o y­

ment" under this paragraph.

( C)  th e  e m p lo y e e  \ l< \ r v e * e c u h v c  a ffrc e r-^ + h e . 
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T e s t i mo n y  of Charles N o r t h ri p On HB 831 

Be f o r e the Hou se L abo r and C o m m e rc e C o m m i t t e e  

Marc h 4, 1982

Mr. Cha irm an,  and m e mbe rs of the C omm i t t e e,  my name is C har les  Northrip. 

I a m the E x ec uti ve D ir e c t o r  of the Alaska Public B r o a d c a s ti ng  

Commission. I a p p r e c i a t e  the o p p o r t u ni ty  to t est ify  on this bill today. 

I also a p p r e c i a t e  the pr omp t and courteou. no tic e that the C o m m itt ee 

staff pr ov i d e d  me of the intr odu cti on of the B i l 1 .Un for t u n at el y my 

te s t i m o n y  will be ne gat ive  wit h regard, to the Bill. r feel its impact 

on pub lic  b ro ad c a s t i n g  w o u l d  set back its p rogress several years.

E xe c ut iv e  O r de r Mo. 50, now inc orp or at ed  in A la s k a  Stat ute  4 4 . 2 1 . 2 5 6  - 

290 r eco gni zed  the need to c e n t r a li ze  pla nni ng,  c oo rd i n a t i o n  and 

o pe r a t i o n  of State t e l e c o m m u n i ca ti o n s  ac t i v it ie s,  and crea ted  a Dep uty  

C o mm i s s i o n e r  and two d i v isi ons  w i t h i n  the D e p a rt m e n t  of A dm i n i s t r a t i o n  

to do .just that. The O rd er  also t ra ns f e r re d the Alaska Public 

B ro a d c a s t i n g  C o m m i s s i o n  from the D e p a r t m e n t  of Edu cat ion  to the 

D e p a r t m e n t  of A d m i n i s t r a t i o n  so it w ou ld  o pe ra t e  out of the same 

a d m in i s t r a t i v e  home as the two new t e l e c o m m un ic at i o n s divisions. The 

O r d e r  did not, how ever, aboli sh the APBC  nor p la ce public b ro ad c a s ti ng  

in the chain of c om man d linked d i r e c t l y  to the State e x e c u t iv e 

hierar chy . I do not b el ie v e  those p ort ion s of the o rd er  were adopt ed 

w i t h o u t  due d el i b e r a t i o n ,  p r im a r i l y  in c o n s i d e r a t i o n  of the d ang ers  of 

g o v e r n m e n t  control or influence over prog ram min g. By leaving the APBC 

w i th i n  the D ep ar tm e n t  of A d m i n i s t r a t i o n ,  but o ut si d e  the di re ct  line 

o r g a n i z a t i o n  of the t e l e c o m m un ic a t i o n s d ivi s i o ns , the O r d er  puts as much



d i s t a n c e  as p oss ib le  b etw een  the State h i er ar ch y  and p r o g r a m mi ng , since 

the C o m m i s s i o n  is an ind ep e n d e n t a g e n c y  g ov er ne d  by nine cit ize ns wh o 

are not S t a t e  employees. In f u r t h e r  s up p o r t  of this co nce pt,  the APBC 

leaves p r o g r a m  j u l g e m e n t s  to i n de pe nd en t  local licensees, w h o  are in 

turn g o v e r n e d  by local c iti zen  boards.

Befo re  E x ec ut iv e  O r d e r  50, the A PB C was  involved w i t h  the State 

s at e l l i te  TV project, the v id e o  tape d el a y  center, and the p r o v is io n of 

commercial programming. T h o s e  a ct i v i t i e s  d et ra cte d fro m the main 

pu r p o se  of the Co m m i ss io n ,  w hi ch  is the e n c o u r a g e m e n t  and s u p po rt  of 

pu bli c b r o a d c a s t i n g  in Alaska. T h o s e  a ct iv it ies , however, al s o  put the 

C o mm i s s i o n  in the p o s t u re  of " med dli ng"  in areas best lef t to the 

p ri v a t e  sector. The E x e c u t i v e  O r d e r  d i ve st e d  the APBC of  all such 

ac t i v it y,  and gave the a g e nc y its s in g l e  p r i mar y focus in the s up po r t  of 

public b r o a d c a s t i n g  t hr ou g h o u t  the State. The C om mi s s i on , thanks to the 

E xe c u t i ve  Order, n ow has a c l e a r  focus for its activities.

T h e re  are m an y areas to u c h e d  on by HB 831 that requir e additional 

co mment, not the least of w h i c h  is the p rop ose d new C om mi s si o n  serving 

as a w a t c h d o g  o v e r  D e p a r t m e n t  of A d m i n i s t r a t i o n  t e l e c o m m un ic a t i o ns  

activi tie s. I'll leave that topic to Dr. Hills and othe rs fro m the 

De par tme nt.  I can say, h owe ver , that the c u r r en t Ala ska  Public 

Br o a d c a s t i n g  C om m i s s io n has no de si re  to u nd ert ake  that role. In fact, 

the full C om m i s s i o n  u n a n i m o u s l y  a p p r o v ed  the Ex ecu tiv e O r d e r  No. 50 

a pp r o a c h  last spring.



My m a j o r  c r i t i c i s m  of the Mill is that it is too m uc h, too soon. 

E x e c u t i ve  O r d e r  No. 50 has been in e f f e c t  less than a year. The staffs 

o f  the new D i vi sio ns have had even less time to come to grips w i t h  the 

state's t e l e c o m m un ic a t i o n s p riorities. The APBC has had its new, mo r e  

po inted, focus for that same p er i o d  of time. The A P BC ' s  first e di tio n 

of its l on g-r ang e plan is only n ow at the printers. S i m i l a r  e ff ec ts  in 

o t h er  areas of t el e c o m m u n i c a t i o n s  ere in v ar iou s stages of c o mpl e: on in 

the t e l e c o m m u n i c a t i o n s  divisions.

The G ov er no r ' s  Exec uti ve O r d e r  sh oul d be given time to w o r k  befo re new 

a pp ro ac h e s  are attempted. If the L eg i s l a t u r e  feels the need for 

c o u n t e r v a i l i n g  ex per ti s e ,  it should hire t el ec o m m u n i c a t i o n s  

p r of es si o n a l s to ad vis e the c o g n i r a n t  co mmi tt ee s as they e x e r c i s e  their 

rightful o v e r s i g h t  r e s p on si b i l i ti es  of the w o r k  of the 

t e l e c o m mu n i c a t io ns  divis ion s and the APBC each year. Tha t app ro a c h  is 

c e r t a i nl y open to any committee.

If, o v e r  d m e ,  E x e cuti ve O r de r  No. 50 proves ina de qu a t e  to the task, the 

D ep a r t me nt  of A d m in is t r a t i on , I'm sure, will be the f irst to propose 

changes in the law. Now, however, is not the time to ma ke  such changes, 

wh e n  our new s y s t e m  is less than a y e a r  old.



STATEMENT OF ALEX HILLS 

DEPUTY COMMISSIONER FOR TELECOMMUNICATIONS 

DEPARTMENT OF ADMINISTRATION 

ON HOUSE BILL 831 

PROVIDED TO HOUSE LABOR AND CCM-ERCE COMMITTEE

The Alaska Comunicatior Ooimass '.on proposed in House Bill 831 

would have two kinds of functions. The Coamission would oversee public 

broadcasting, as the APBC presently does, and would, in addition, have 

oversight powers with respect to the two teleconmunir/,:tiont> divisions 

located in the Department of Administration. The functions of the APBC 

will continue to be required and should be provided for in the future. 

Issues related to these functions will be addressed in a separate 

statement by Dr. Charles Northrip, Executive Director of the APBC.

Our two tcrleconminications divisions, and my own position, were 

instituted on July 1, 1981, when Executive Order 50 became effective. 

Executive Order 50 was the result of a ler.gthy procer chat involved a 

great deal of effort by members of both the Administration, and the 

Legislature. The new telecommunications organization has been in 

existence for less than nine months. Although most interested parties 

appear to be satisfied with its performance so far, the new organization 

certainly needs more time to prove itself. I would suggest that it is 

premature to judge the new divisions at this time*.

I believe that the primary intent of HB 831 is to provide oversight 

of all State teleconrnunications activities. Accordingly, I am 

submitting a copy of our Telecommunications Annual Report, which, has



been recently completed. As the Report shews, the divisions are 

involved in a wile range of statutorily required activities. I believe 

that any new telecommunications legislation should consider these 

activities.

As I understand the proposed Ccrtmission. it would be a new layer of 

bureaucracy involved in the telecommunications decision-making process.

I believe that such an arrangement vould not only increase the size of 

State government but would also make the decision process unnecessarily 

cumbersome.

r\inally, I am concerned about asking members of the 

telecommunications industry to make State government decisions that 

affect the private sector. The Department of Administration actively 

seeks advice and input from the private sector. We consider this input 

as we make decisions designed to serve the public interest and State 

government needs. The proposed arrangement, on the other hand, wc,.Id 

have industry representatives making decisions that affect the State's 

procurement of goods and services from the or own industry.

In summary, for the reasons I have explained, I do not reconmend 

that this bill be passed out of Cormdttee. I further suggest that our 

present telecommunications organization be evaluated during the next 

legislative session at the earliest.
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HOUSE LABOR & COMMERCE 

STANDING COMMITTEE 

March 8, 1982 

1:09 p.m.

Members Present: Rep. Bylsna, Vice Chairman

Rep. Gardiner 

Rep. Rogers 

Rep. Randolph

Members Absent: Rep. Martin, Chairman

COMMITTEE CALENDAR

HB 694 An Act relating to the Alaska Mun i c i p a l  Bond

Bank Authority.

HB 835 An Act establishing the A l a s k a  Safety

Advisory Council.

HB 882 An Act relating to voluntary aircraft safety

inspection.

V7TTNESS REGISTER

Lee McAnerney

Commissioner, Community & Regional Affairs 

Chairman, Alaska Municipal Bond Bank Authority 

Pouch B

Juneau, Alaska 99811 

465-4700

Position Statement: Supported HB 694; recommended changes.

Glenn Lundeli, Deputy Commissioner

Deportment of Labor

PO Box 1149

Juneau, Alaska 99811

465-2700

Position Statement: Endorsed HB 835.

Jean Kline

Associated G e m  ral Contractors 

134 Franklin 

Juneau, Alaska 9980i 

586-1740

Position Statement: Supports HB 835.

Dwight Perkins, business manager 

Plumbers and Pipefitters Union, Local 262 

Box 2868
Juneau, Alaska 99801 

586-2874
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Position Statement: Supported HB 835.

PREVIOUS ACTION

HB 694 No previous action.

Statutory Reference: AS 39.25,120; AS 44.85

Action Taken: Rep. Rogers moved, page 3,

line 3, to add a new Section 5, adopting the 

amendment proposed by Community & Regional 

Affair?, but increasing the figure to $200- 

millior.. Motion passed unanimously.

Rep. Gardiner moved to add an immediate 

effective date. M o t i o n  passed unanimously.

Rep. Gardiner moved CSHB 694 (I.&C) be 

reported out of committee, as amended.

Motion passed unanimously.

HB 835 No previous action.

Statutory Reference: AS 18.60

Action Taken: Rep. Gardiner moved, page 1,

line 14, to change "13" to "9"; line 16, to 

change "6" to "4"; line 20, to delete (3); 

line 22, to delete (5); and page 2, line 29, 

to change "13" to "9"; and page 3, line 1, 

to change "6" to "4".

Rep. Rogers moved to amend Rep. Gardiner 

motion to delete, on page 1, subsection (4) 

and insert (5). Rep. Rogers with d r e w  his 

amendment. Rep. Gardiner with d r e w  his 

motion.

Rep. Gardiner moved, page 2, after line 26, 

to add a new subsection (5): "make

recommendations on methods to reduce 

A l a s k a’s high rate of aircraft accidents." 

Rep. Rogers asked unanimous consent. Motion 

passed without objection.

Rep. Rogers moved, page 2, line 3, to delete 

"his" and insert "the commissioner's"

Motion passed by unanimous consent.

Rep. Rogers moved to amend the title and 

insert a new Section 3 at the end of the 

bill. Rep. Rogers with d r e w  the motion.
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Rep. Rogers moved to report HB 835 out or 

committee wi t h  amendments attached. There 

being no objection, m otion passed.

HB 882

Tape //34 

Recording 

Number 000

Number Oil

Number 026

.Number 036

Number 098

No previous action.

Statutory Reference: AS 09.65

Action Taken: No action taken; Rep. Bylsma

said the bill would not be heard as another 

bill had been passed which does what HB 882 

would do.

ACTION NARRATIVE

The meeting w a s  called to order by Vice 

Chairman Bylsma at 1:09 p.m. Members 

present were: Reps. Bylsma, Gardiner,

Randolph, and Rogers. Chairman M artin w a s  

absent. Rep. Bylsma said HB 882 would not 

be heard, as another bill had been passed 

which accomplishes what HB 882 would do.

Rep. Bylsma directed the c o m m i t t e e’s 

attention to HB 694.

Lee McAnerney, Commissioner of Community & 

Regional Affairs, and Chairman of the Alaska 

Municipal Bond Bank Authority, said she 

supported c'.he bill. She recommended 

increasing the $150-million figure to $180- 

million, and proposed adding a new section.

Rep. Gardiner asked if municipalities 

continue to use the bond bank. McAnerney 

said they do, and gave examples.

There was discussion of raising the figure 

to $180-million, and of Bond Bank Authority 

functions. Rep. Rogers questioned whether 

the $l-million limi for the revolving loan 

fund was enough. McAnerney said it was, and 

that $180-million would be satisfactory.

Rep. Rogers felt it should be higher so the 

limit did not need t r be cnanged so 

frequently. McAnerney said $200-million was 

the figure she originally planned to use, 

but she said at this time they d o n’t need 

uore than $ 180-million.

Rep. Rogers moved, page 3, line 3, to add a 

n e w  section 5, adopting the amendment
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proposed by Community & Regional Affairs, 

but increasing the figure to $200-million, 

so n ew section would read: "AS 44.85.180(c)

is amended to read: (c) N o t withstanding the

provisions of (a) and (b) of this section, 

the total amount of bond ban k  authority 

bonds and notes outstanding at any one time, 

except bends or notes issued to fund or 

refund bends or notes, m ay not exceed 

$200,000,000." M o t i o n  passed unanimously.

Number 107 Rep. Gardiner moved to add an immediate 

effective date. M o t i o n  passed unanimously.

Number 113 Rep. Gardiner moved CSHB 694 (L&C), as 

amended, be reported out of committee. 

Motion passed unanimously.

Number 138 Rep. Bylsma brought HB 835 before the 

committee.

Number 141 Jeff Barry, committee aide, said the bill

sponsors had asked h im to explain the bill. 

He gave background. Barry said an advisory 

council once existed, He believes everyone 

recognizes, after hearing testimony on HB 

159, the value of labor and management 

working together. The bill would bring 

industry, labor, and government together at 

a low cost to discuss safety and health 

matters.

Number 168 Glenn Lundeil, Deputy Commissioner,

Department of Labor, said he and 

Commissioner O rbeck were pleased that 

industry and labor w a nted this bill enacted. 

He felt it would be a useful interchange of 

information. The department welcomes and 

endorses the bill, and looks forward to 

working with industry and labor in this 

endeavor.

N umber 192 Rep. Rogers felt 13 members w as a big group.

Rep. Bylsma questioned the need for the 

council. Lundeil said the bill provides 

bacis for considerable effort, and can serve 

as f. catalyst for a safety conference. He 

mentioned the past efforts of the public in 

forming a council, which was disbanded 

because of a lack of interest on the part of 

state government. Bylsma felt that the 

former method might be b e tter than involving 

a bunch of government employees. LurJail 

said there would b e  only one representative
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Number 235

Number 254

of state government, one federal government 

representative, and one local government 

person involved, and that the other ten are 

from the public.

Rep. Bylsma asked if OSHA didn't cover what 

the council would do. Lundeil felt the 

function was somewhat different. He said an 

advisory group could reflect the state 

attitude toward federal regulations.

Jean Kline, Alaska Chapter, Associated 

General contractors, said, regarding having 

13 members on the council, that the prior 

committee was large, but extremely 

effective. She said the necessity of having 

government represented, keeping the labor 

input, and covering a broad cross-section of 

industry were the reasons for such a large 

committee. She asked that they keep the 

four labor representatives if they do pare 

the size of the committee. She said AGC 

supports the council because trade 

associations were requested by the President 

to take part in voluntary programs of safety 

compliance. She said an accident prevention 

program depends on the cooperation and 

support of labor and management groups, and 

she felt $20,000 was a cheap price to pay 

for such an effort.

Number 314 Kline said that T om Cashen, of IBEW, had 

asked her to r d a y  his support of the bill, 
also.

Number 320 Rep. Byljma felt that the various facets of 

industry would not be covered, even wit h  a 

large council. Kline felt that safety 

programs for many groups are the same.

There was discussion.

Number 353

Number 3du

Dwight Perkins, business manager, Plumbers & 

Pipefitters Union, Local 262 (representing 

Soitheast Alaska), supported the bill. He 

thought that, with advertising, smaller 

groups would be represented and w o u l d  be 

aware that they could comment to the 

council. He said the bill is needed, and he 
supported it.

Rep. Gardiner agreed with Rep. Rogers that 

the council was too big, and would not be 

efficient. He felt a smaller, more 

efficient group could better deal with
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Number 450

issues. He recommended appointing smaller, 

more specialized committees for specific 

problems.

Rep. Gardiner moved, page 1, line 14, to 

change "13" to "9"; line 16, to change "6" 

line 20, to delete (3); line 22, to 

delete (5); and page 2, line 29, to change 

"13" to "9"; and page 3, line 1, to change 

There w as discussion. Lundeil 

conferred with Kline— they felt it important 

that local government be involved, as they 

are not normally covered in programs 

relating to safety and health. He felt it 

more important to have local than state 

government represented.

Rep. Rogers moved to amend the motion to 

delete (4) and insert (5) on page 1. There 

was discussion. Rep. Rogers with d r e w  his 

motion to amend.

Number 494

Number 534 

Number 540

Number 580

Number 188

Jeff Barry, committee aide, said it is 

critical that the federal government be 

represented there. He said they have access 

to information and are w i l l i n g — have even 

requested— to participate. He suggested 

looking at the labor aspect if they feel the 

number of council members is too large. He 

said the function is to recognize problems 

as they develop and suggest changes.

Rep. Gardiner withdrew his motion.

Rep. Gardiner moved, page 2, after line 26, 

to add: "(5) make recommendations on

methods to reduce Alaska's high ra^e of 

aircraft accidents." Rep. Rogers ao<ted 

unanimous consent. Motion passed without 
objection.

Rep. Rogers moved, page 2, line 3, to delete 

"his" and insert "the commissi o n e r * s " .

Motion parsed without objection.

Rep. Rogers moved to amend the title and 

insert a new Section 3 at the end of the 

bill. There was discussion. Rep. Rogers 

withdrew the amea d i e n t .

Number 735 Rep. Rogers moved to report HB 835 out of 

committee with amendments attached. Motion 

passed without objection.
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Side B, Number Oil There being no further business to come 

before the committee, the meeting was 
adjourned at 1:56 p.m.
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LABOR AND COMMERCE COMMITTEE

AMENDMENTS TO HI’ 835

Passed by the House Labor & Commerce Committee on 3/8/82.

House Bill 835

Page 2, after line 26, add new subsection:

(5) make recommendations on methods to reduce A l a s k a’s high 
rate of aircraft accidents.

Page 2, line 3, delete word "his" and insert "the c o m m i s s i o n e r’s".
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Passed by the House Labor & Commerce Committee on 3/8/82.

House Bill 835

Page 2, after line 26, add new subsection:

(5) make recommendntijns on methods to reduce Alaska's high 

rate of aircraft accidents.

Page 2, line 3, delete word "his" and insert "the commissioner's"

AMENDMENTS TO I1B 835
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Introduced: 1/27/8?
Referred: Labor & Commerce 
and Finance

BY THE RULES COM M I T T E E  BY
IN T H E  HOUSE REQUEST OF T H E  G O V E R N O R

HOUSE BILL NO. 694 

IN T HE LEGISLATURE OF THE STATE OF ALASKA 

T W E LFTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska Municipal Bond Bank

Authority."

BE IT ENACTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* Section 1. AS 39.25.120 is amended b y  adding a new paragraph to read:

(20) employees and agents, other than the executive secretary

and legal counsel, of the Alaska Municipal Bond Bank Authority.

* Sec. 2. AS 44.85.070 is amended to read:* >

Sec. 44.85.070. STAFF. The bond bank authority shall employ an
.  I

executive secretary who may with the approval of the bond hank authority 

select and employ additional staff a9 necessary. Employees and agents 

of the bond bank authority other than legal counsel and the executive 

secretary are in the p a r t i a lly exempt [CLASSIFIED] service under AS 39.- 

25. In addition to its staff of regular employees, the Lond bank author

ity may contract for and engage the services of the bond counsel, consul

tants, experts, and financial advisors the bond bank authority considers 

necessary for the purpose of developing information, or c o n ducting 

studies, investigations, hearings or other proceedings.

* Sec. 3. AS 44.85.100(b) is amended to read:

(b) The bond bank authority shall include in the report required 

by (a) of this section an estimate of the amount of revenue bonds of the

bond bank authority to be issued during the fiscal year following the

fiscal year in which the report in submitted [12-MONTH PERIOD]. The bond 

bank authority may not issue revenue bondSj other than r e funding b o n d s ^  

in excess of $ 5 0 , 0 0 0 ,000 during any 12-month period b e ginning after

-1- HB 694
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June 30, 1981, unless.the legislature, by law, approves the estimate 

reouired by this subsection for that 12-month period.

* Sec. 4. AS 44.85 is amended by adding a new section to read:

Sec. 44.85.165. M U N I C I P A L  BOND BANK REVOLVING LOAN FUND E S T A B­

LISHED. There is established in the Department of Revenue a municipal 

bond bank revolving loan fund. The municipal bond bank revolving loan 

fund consists of money appropriated to it by the legislature. Principal 

payments on a loan made under this section shall be returned to the bond 

bank revolving loan fund. Interest payments on a loan made under this 

section shall be transferred to the general fund as provided by AS 37.- 

10.050 -- 37.10.060. The bond bank authority may make loans to m u n i c i­

palities from the municipal bond bank revolving loan fund. A loan made 

under this section

(1) may be used only for

(A) expenditures authorized to be paid from revenues of 

a municipal bond issue if the bonds have been authorized as r e­

quired by law but have not been sold;

(B) expenditures authorized under a grant from the state 

or federal government made after the grant is authorized but before 

it is received; or

(C) expenditures authorized by a municipal governing 

body in anticipation of tax revenues expected to be received during 

the period of the loan;

(2) shall be for a period of one year or less;

(3) may not exceed an amount which, when added to the bor­

r o w e r’s outstanding aggregate municipal bond bank revolving loan fund

balance, totals $1,000,000. and

(4) shall bear interest at a rate which is approved by the 

bond bank authority by resolution and which is not less than the market

" 2" HB 694



1 rat e  which the a uthority w o u l d  have to pay at the time of the loan for

2 notes issued for a similar purpose.
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ADDITION TO HB 694
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^ S e c t i o n  _____________________  AS 4 4 . 8 5 . 1 3 0  (c) is

a m e n d e d  to read:

(c) N o t w i t h s t a n d i n g  the p r o v i s i o n s  o f  (a) and (b) o f  this

s e c t i o n ,  the total a m o u n t  of bond ba n k  a u t h o r i t y  b o n d s  and

n o t e s  o u t s t a n d i n g  at a n y  one time, e x c e p t  b ond s or  n ote s is sue d

to fund or r e fu nd  b o n d s o r  notes, m a y  not e x c e e d  [ $ 1 5 0 , 0 0 0 , 0 0 0 ]
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HOUSE LABOR & COMMERCE 

STANDING COMMITTEE 

Ma r c h  10, 1982 

2:38 p.m.

Members Present: Rep. Martin, Chairman 

Rep. Bylsma, Vice Chairman 

Rep', Randolph

Members Absent: Rep. Gardiner 

Rep. Rogers

COMMITTEE CALENDAR

CSHB 704 (L&C) An Act continuing the existence of the Real

Estate Commission and amending the statutes 

relating to the commission's 

responsibilities; and providing for an 
effective date.

HB 866 An Act establishing a special investment tax

credit; and providing for an effective date.

SB 513 An Act relating to the athletic commission;

and providing for an effective date.

WITNESS REGISTER

George Krusz, President 

Alaska State Chamber of Commerce 

310 2nd Street 

Juneau, Alaska 99811 

586-2323

Position Statement: Supported concept of HB 866; suggested

c h a n g e s .

PREVIOUS ACTION

CSHB 704 (L&C) See minutes of 3/1/82 (bill w as amended and

committee substitute drafted).

Statutory Reference: AS 0 8 . 0 3 . 0 1 0 ( c ) (18);
AS 08.88.221; AS 08.88.401.

Action Taken: Rep. Randolph moved CSHB 704

(L&C) be adopted and reported out by 

unanimous consent. There b e i n g  no 

objection, motion passed.

HB 866 No previous action.

----------------
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Statutory Reference: AS 43.20.036

SB 513

Tape #35 

Recording 

Number 000

Number 010

Number 046

Number 051

Action Taken: No action taken.

Senate Action: First reading 4/24/81;

reported out of Senate Labor & Commerce 

2/10/82 with letter of intent. Reported out 

of Rules 2/15/82. Taken up immediate on 

Senate floor 2/15/82; Labor & Commerce 

letter of intent adopted in second reading. 

Advanced to third reading by unanimous 

consent. Passed Senate 2/15/82, with 

effective date vote same as passage.

House Action: Referred to Labor & Commerce
2/16/82.

Statutory Reference: AS 05.05.010(a)

Action Taken: No action taken. Rep.

Randolph suggested putting bill aside until 

Administration explains need. Committee 
agreed.

ACTION NARRATIVE

The meeting was called to order by Chairman 

Martin at 2:28 p.m. Members present were: 

Reps. Martin, Bylsma, and Randolph. Members 

absent were: Reps. Rogers and Gardiner.

Rep. Martin directed the c o m m i t t e e’s 

attention to CSHB 704 (L&C). Amendments 

were approved individually by committee 

members. Rep. Martin requested the 

committee adopt the committee substitute and 

report the bill out by unanimous consent. 

Rep. Randolph so moved. There was 

discussion. There being no objection, the 
motion passed.

HB 866 was brought before the committee for 

consideration.

George Krusz, president, Alaska State 

Chamber of Commerce, gave background on the 

Chamber— membership, geographic 

representations, etc. He supported the 

concept of the bill, but felt the bill 

should not be limited to exclude the oil and 

gas industry and other Alaska businesses.

2



He supported the bill, but wanted 

participation of all A laska businesses.

Rep. Randolph asked if Krusz had prepared a 

recommended amendment. Krusz said he had

not.

N u mber 091 Jeff Barry, committee aide, said the 

Department of Revenue opposed the bill, and 

that they had prepared a financial statement 

that showed a $22-million fiscal impact this 

year. He said their objections were that 

currently, credit allowed is 18% of federal 

tax credit, up to $20-million; this could 

totally eliminate taxes for large 

corporations.

Number 125 Rep. Randolph requested figures for 

including other industries, separately and 

as a whole. There was discussion of fiscal 
impact.

Number 160

Number 192

Rep. Martin brought SB 513 before the 

committee, and explained the bill. He said, 

regarding the fiscal note, that the Alaska 

baseball organization wanted money to 

travel. Rep. Randolph suggested putting the 

bill aside until the Administration explains 

the need. The committee agreed.

There being no fur her business to come 

before the committee, the meeting was 

adjourned at 2:45 p.m.

3
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HOUSE LABOR & COMMERCE 

STANDING COMMITTEE 

Ma r c h  11, 1982 

1:48 p.m.

Members Present: Rep. Martin, Chairman 

Rep. Bylsma, Vice Chairman 

Rep. Gardiner

Members Absent: Rep. Rogers 

Rep. Randolph

COMMITTEE CALENDAR

HB 794 An Act relating to sales practices of motor

vehicle dealers.

HB 795 An Act relating to motor vehicle

rustproofing services; and providing for an 
effective date.

WITNESS REGISTER

Jim Welch 

Rust Control 

2529 Scott Drive 

Juneau, Alaska 99811

Position Statement: Testified about impact of HB 795 on his

business.

Ralph Bennett

testified on his own behalf 

c/o House Finance Committee 

Pouch V

Juneau, Alaska 99811 

465-3877

Position Statement: Went over problems he foresaw with HB 795.

Robert Evans

Consumer Protection Agency 

Department of Law 

1049 West 5th Avenue 

Anchorage, Alaska 

279-0428

Position Statement: Suggested amendments to HB 795.

PREVIOUS ACTION 

HB 794 No previous action.

Statutory Reference: AS 45.45; AS 45.50



Action Taken: No action taken.

Teleconference hearing set for M a r c h  30.

Tape //36 

Recording 

Number 000

Number 012

HB 795

Number 135

Number 300 

Number 322 

Number 443

No previous action.

Statutory Reference: AS 45.45; AS 45.50

Action Taken: No action taken.

Teleconference hearing set for Ma r c h  30.

ACTION NARRATIVE

Rep. M a r t i n  began taking testimony at 1:25 

p.m., but meeting was not called to order 

until 1:48 p.m. for lack of a quorum. When 

Rep. Rogers arrived at 1:48, meeting was 

.ailed to order. Members present were:

Reps, Martin, Bylsma, and Rogers. Members 

absent were: Reps. Randolph and Gardiner.

At the time of call to order, testimony was 

being taken on HB 795.

Jim Welch, owner of Rust Control, Juneau, 

went over problems he had with tne bill. 

(Welch submitted written testimony, which is 

available for review from the committee.)

He felt requirements for warranties were not 

specific enough. He did not like the 

provision regarding warranting rostproofing 

on used cars. He said he had never run 

across a provision such as the one providing 

for claims service in case a business is 

terminated. There was discussion.

Welch suggested warranting ruscprooiing on a 

vehicle sold by the original owner by 

charging a fee to transfer the warranty. 

Welch went over the bill, section by 

section, listing problems he found with the 

bill.

Rep. Rogers arrived, and the meeting was 

formally called to order.

Welch resumed testimony. He discussed the 

impact of the bill.

Jeff Barry gave a sectional analysis of HB 

795. He said rustproofing is an $ll-billion 

a year industry. The problem is that many 

times, businesses who claim to be doing



rustproofing are not actually providing that 

service. He gave the example of n e w  car 

dealers requiring consumers to purchase 

rustproofing with a faulty warranty. He 

spoke of needing a clear warranty on 

rustproofing of used cars. Barry went 

through the purpose of the bill. There was 

discussion of the definition of rustproofing 

and of undercoating.

Number 677 Barry wen t  over h ow the warranty periods

were arrived at. He said, regarding 

liability amount, that the consumer would be 

recompensed for the amount of damage, not 

the amount paid for the service. He said 

the basis of the b i l l  is to protect people 

in the market from "fly by night" outfits, 

and to protect the consumer. There was 

discussion.

Side B, Number 016 Ralph Bennett, representing himself, said,

regarding indemnification, that he thinks 

this is intended to use the past problem 

with mobile homes as a model. He thought 

the part b a l i n g  w i t h  used vehicles was bad 

legislation. He felt the inspection portion 

under (c)(2) w as put in because of past car 

manufacturers warranties that required the 

consumer to spray wheel wells, which was 

found in court to be unreasonable. Rep. 

Rogers said this section came from the 

attorney general's office, because of a 

problem with businesses requiring consumers 

to come in on exact warranty inspection 
dates.

Number 084 Ben.iett said there should be nothing in a

warranty voiding the warranty after n claim 
has been made. Rep. Rogers commented on 

this point in a sample of a warranty which 

was passed out to the committee. There was 

discussion.

Numbe 105 Robe'i ; Evans, Consumer Protection Agency.

said, regarding used cars being impossible 

to protect, that he is not sure that is so, 

but at least rustproofers should be required 

to notify consumers they can't guarantee 

rustproofing. He referred the committee to 

the memo written by the Consumer Protection 

Agency, which contained suggested amendments 

(this memo is available for inspection from 

the co m m i t t e e ) .

3



Number 144 Rogers asked about the wording, " f r o m  the

inside out" in one of the proposed 

amendments. He felt this was too vague. 

There was discussion. Rep. Rogers suggested 

possibly saying, "non-painted side to the 

painted side", or "form the side of the 

metal to which the rustproofing is applied". 

Evans went over the proposed amendments.

The committee discussed the proposed 

amendments.

Number 311 Rep. Bylsma asked where the complaints are

coming from. Evans said they have been 

involved in industrywide investigation-- 

contacted other states, found wh e r e  problems 

are occurring. They want to be prepared for 

problems as the industry grows in Alaska.

He said the complaints come from people 

vicnin the rustproofing industry w ho are 

concerned with m aintaining quality, and from 

agencies in other states. Evans said there 

have been no substantial consumer complaints 

yet, but that salt and calcium, w h i c h  induce 

rust, have not beer, used on roads for long.

Number 354 Rep. Martin directed the c o m m i t t e e’s

attention to HB 794. Evans suggested 

modifications which involve deleting some 

language. He said that, unless amended, the 

bill would apply to specially ordered 

vehicles. He felt the intent of the bill is 

to prevent option loading by a dealership 

prior to purchase by 'he consumer. He said 

that when a dealership has the o ption to add 

accessories without checking wi t h  the 

purchaser, the purchaser is put in an unfair 

position. He said the problem exists 

because, in other places, consumers have an 

alternative— they can go to another dealer. 

But in Alaska there is generally no otrier 

place in the market area to go. He said a 

second effect, because option loading 

injures other competitors, is that this 

would open the market. The bill as drafted 

narrowly limits the effect of option 

loading; it only applies to the consumer who 

special orders a vehicle and has it 

delivered to him. Evans went over suggested 

changes.

Number 549 Rep. Bylsma asked about charging for dealer

preparation. There was discussion as to 

what that is (no one k n e w ) . Bennett said 

Article 6, section (2) "applicable federal

4



laws'-' needs to be clarified. He said dealer 

preparation is often not specified, or the 

dealer is not made aware what is being; 

provided. He said this needs clarification. 

There was discussion.

Rep. Martin announced a night m e e t i n g  to 

discuss HB 832. He asked committee staff to 

set a teleconference h e a ring on House Bills 

794 and 795, and to n otify all n e w  auto 

dealers of the hearing.

There being no further business to come 

before the committee, the m e e t i n g  was 

adjourned at 2:58 p.m.

5



Fro m : P h i l i p C .  B la c k s t o n
E n d ru s t  o f  A l a s k a ,  
4651 S t u a r t  Way 
A n c h o r a g e , AK 99503

D e a r R ep , M a r t in :

In  t a l k i n g  w it h  y o u r  o f f i c  
th a t  HR 7 9 5  i s  up f o r  d i s c  
a b o u t t h i s  p e n d in g  i o g i s l a  
a c c i d e n t  a t  t h a t .  One wou 
in  t h e  s t a i c  o f  A la s k a  th a  
we w o u ld  he a d v is e d  a s  t o  and in p u t .
We w o u ld  be m ost a g r e e a b le  
o r  v i a  a t e le c o n f e r e n c e d  h p le a s e  a c c e p t  th e  fu T lo v im
I u n d e rs ta n d  t h a t  t h i*  K*g 
P ro te c tion  B u reau * Our coi 
in  Anchorage f o r  a lm o s t  th  
f i l e d  w it h  Consum er P r o t e c  
customers h ave n e v e r  lateen 
an n u a l c h e c k - u p s , o u r  f u l l  
p e r i  oil f o r  th e  n o -c h a r g e

To: Rep* Terry M a rtin , Ch

y ?
T h is  b i l l  a s  w r i t t e n  impns* 
c u r r e n t l y  o f f e r .  ;.» „ l i t e r  
be im p o s s ib le  f o r  any » \.s t |

---------------------------------

M arch 1 1 , 1982

»inpan. House Labor and Commerce Coiimittce
?, P r e s i d e n t  
Inc.

279-3 0 6 1  (w)

t h i s  m o rn in g , we a r e  s u r p r i s e d  t o  s o y  t h e  l e a s t  
is s i o n  i n  y o u r  com m ittee to d a y * We fo u n d  o u t 
vion l a t e  y e s t e r d a y  a fto rn u D ii aid q u i t e  by 
Id t h in k  t h a t  w it h  o n ly  t h r e e  o r  f o u r  co m p an ies 

a r e  in  th e b u s in e s s  o f  r u s t p r o o f i n g  v e h i c l e s ,  
j u s s i b l e  l e g i s l a t i o n  and a s k e d  f o r  o u r  comments

to  a p p e a r b e f o r e  y o u r  co m m itte e  in  p e rs o n  
r a r i n g ,  b u t b e ca u se  o f  t h e  l a c k  o f  n o t i c e ,  
i and make i t  p a r t  c f  th e  r e c o r d .
s t a t i o n  i s  at. th e B e q u e s t o f  th e Consum er

ipany h a s been r u s t p r o o f i n g  v e h i c l e s
ee y e a r s  and I have no know ledge o f  a n y c o m p la in t s

:io n . T h e y , Consum er P r o t e c t i o n ,  o r  any o f  o u r
e x c t i  L io n  to o u r  w a r r a n t y  p o l i o  ,  o u r  f r e e
rc;v » N  and unlimited c l a i m s ,  ai.d o u r  gracea r l y  c le a n in g  and to u c h -u p .
s a l e s s e r  w a r r a n t y  in  some c a s e s  than we a r e a s  i\l im p o ses r e s t r i c t i o n s  w h ic h  w ould 

ir o o f in y  com pany, in  good c o n s c i e n c e ,  to  s t a n d  b e h in d . Of t h e  a p p r o x im a t e ly  s i x t y  r e s t p r o o f i n g  co m p a n ie s n a t i o n a l l y ,  
t h e r e  i s  not one company tm at d o e s n o t r e q u i r e  annual in s p e c t io n s *  I f  a
v e h i c l e  i s  r u s t p r o u f e d .  an 
in  A l a s k a ,  i t  o n ly  I e l  lo w s 
• a r i l s  i s  g o in g  to  b e  t o r n  ;
p e r i o d i c a l l y .  T h is  s e r v i c e  we o f f e r  a l l  o f  o u r  c u s to m e rs  — and a t  no
c h a r g e . We h a v e  n e v e r  chi
A g a in , we a r e  v e r y  s u r p r is e  a r e  f a c t s  t h a t  need t o  b e | \ a t  io n  i s  v o te d  upon- And 
c.f co m p an ies o f f e r i n g  t h i s  bft'c*o n o t i f i e d  t h a t  t i i i s  le <

th e n  d r iv e n  on a l l  th e  r o c k  and g r a v e l  ro a d ' 
t h a t  th e  r u s t p r o o f i u g  m a t e r i a l  in  th e  w heel 
p a r t  o v e r  tim e and n e e d s to  b»? to u ch ed  up
rg o d  n n y c i.v  f o r  an a iin u al i n s p e c t i o n .
d b y t h i s  p e n d in g  l e g i s l a t i o n .  We b e l i e v e  t h e r e  r e s e n t e d  ilo y o u r  c o iw r it te e  b e f o r e  t h i s  l e y i s -  we a r e  t h a t  w it h  su ch  a s m a ll p o p u la t io nr u s t p r o o f i n g  s e r v i c e  in  A la s k a  t h a t  we h ave n o t 
i s i  a t  io n  was b e in g  c o n s id e r e d  *

( W c c r c l y ,  

P h i l i p  C , 1 c*.,. ' ______Tl la c k s  t o n e . P r e s  i den C
c c :  R ep . J o e  H ayes

Hep. J o e  M ontgomery



G e n t l e m a n :

A s  o w n e r  a n d  o p e r a t o r  o f  R u s t  C o n t r o l  w h i c h  i s  a c o m p l e t e  a u t o m o b i l e  

a n d  t r u c k  R u s t p r o o f i n g  S e r v i c e  h e r e  i n  J u n e a u ,  I f e e l  I m u s t  p r e s e n t  t o  

y o u  h o w  H o u s e  B i l l  No. 7 9 5  w o u l d  a f f e c t  a s m a l l  b u s i n e s s  s u c h  as m i n e .

I w i l l  r e s p o n d  t o  o n l y  S e c t i o n  4 5 . 4 5 . 2 4 1 .

(b) 2
I b e l i e v e  t h e  s u p p l i e r  s h o u l d  b e  l i a b l e  f o r  a r u s t - o u t  c o n d i t i o n  b u t  

o n l y  t o  t h e  e x t e n t  o f  t h e  C o n s u m e r s  T o t a l  I n v e s t m e n t  i n  R u s t p r o o f i n g .  

A l s o  t h e r e  a r e  m a n y  v e h i c l e s  w h i c h  h a v e  s t r u c t u r a l  d e f e c t s  ( s u c h  a s  a 

b r a c e  w e l d e d  i n s i d e  a f e n d e r )  a n d  t h e r e  is n o  p o s s i b l e  w a y  t o  r u s t p r o o f  

a n  a r e a  l i k e  t h i s .

T h e  l e n g t h  o f  a w a r r a n t y  f o r  n e w  c a r o  s h o u l d  b e  l e f t  t o  t h e  d i s c r e t i o n  

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

s u p p l i e r  w h o s e  w a r r a n t y  h e  d o e s n ' t  a p p r o v e  of.

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

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

t h e r e ,  h o w  m u c h  i t  w a s  d r i v e n ,  w h e r e  i t ' s  b e e n  k e p t  ( g a r a g e  o r  o u t d o o r s )  
a n d  h o w  o l d  t h e  v e h i c l e  is. O c c a s i o n a l l y  w e  r u s t p r o o f  a v e h i c l e  w h i c h  
i s  a l r e a d y  s t a r t i n g  to r u s t - o u t .  T h e  c u s t o m e r  i s  u s u a l l y  a w a r e  o f  t h i s  

a n d  i f  n o t  w e  b r i n g  it t o  h i s  a t t e n t i o n .  H i s  u s u a l  c o m m e n t  i s  "I ju -t 

w a n t  t o  g e t  a n o t h e r  y e a r  o r  t w o  o u t  o f  it."

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

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

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

(b) 4
W h a t  d o e s  a c o n s u m e r  d o  if a n y  s m a l l  b u s i n e s s  g o e s  o u t  o f  b u s i n e s s  f o r  

a n y  r e a s o n ?  A l s o  C o n s u m e r  P r o t e c t i o n  is a g r e a t  a v e n u e .

I f  t h e  R u s t p r o o f i n g  i n d u s t r y  h a s  t o  s t a t e  p r o c e d u r e s  f o r  c l a i m s  s e r v i c e  

e t c .  I p r o p o s e  " a l l "  a u t o m o t i v e  r e l a t e d  b u s i n e s s ' s  s u c h  as: S e r v i c e  

S t a t i o n s  w h o  h a v e  M e c h a n i c s  o n  d u t y ,  s m a l l  g a r a g e s  a n d  s m a l l  i n d e p e n d ­

e n t  C a r  D e a l e r s  bo s u b j e c t  t o  t h e  s a m e .

(b) 5
W h o  i s  d e c i d i n g  b u s i n e s s  p o l i c y  f o r  a b u s i n e s s ?  T h e  B u s i n e s s m a n  o r  t h e  
S t a t e ?  I r e p e a t ,  i f  t h e  c o n s u m e r  d o e s  n o t  a g r e e  w i t h  o u r  w a r r a n t y  h e  

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

(c) 1
I f e c i  t h e  l i m i t  o r  n u m b e r  o f  c l a i m s  s h o u l d  n o t  e x c e e d  t h e  t o t a l  i n ­
v e s t m e n t  o f  t h e  r u s t p r o o f i n g .

(c) 2
W e  r e q u i r e  a v e h i c l e  o n  w a r r a n t y  be i n s p e c t e d  a t  2 y e a r s  o r  2 0 , 0 0 0  m i l e s  
a s  t h i s  g i v e s  u s  a c h a n c e  t o  r e s p r o y  a n y  a r e a s  w h i c h  t h e  m a t e r i a l  m a y  

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

A l s o  if t h e r e  i s  a n y  s i g n  o f  r u s t o u t  w e  c a n  m a k e  t h e  n e c e s s a r y  r e p a i r s  

b e f o r e  t h e  d a m a g e  i s  e x t e n s i v e .



. ^ P n g e  2

»

(d) a
T h e  c o n s u m e r  k n o w s  w h e n  h e  r e c e i v e s  h i s  w a r r a n t y  w h a t  t h e  c o n d i t i o n s  

a r e .  I t  i s  h i s  r e s p o n s i b i l i t y  t o  b r i n g  t h e  v e h i c l e  b a c k  o n  t h e  p r o p e r  

d a t e  f o r  h i s  i n s p e c t i o n .

M o s t  s m a l l  b u s i n e s s ' s  D O  N O T  H A V E  $ 5 0 0 0 . 0 0  t o  j u s t  p u t  i n  a n  i n t e r e s t  

b e a r i n g  a c c o u n t .

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

r e l a t e d  b u s i n e s s ' s  she lid b e  i n c l u d e d .

A g a i n ;  C o n s u m e r  P r o t e c t i o n  i s  f u l l y  c a p a b l e  o f  *-aking a c t i o n  i n  t h e  

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

( g )
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MEMORANDUM State of Alaska

DATE:
M a r c h  1 0 ,  1 9 8 2

FILE NO:

-IONE NO:
2 7 9 - 0 4 2 8

SUBJECT:
H o u s e  B i l l  7 2 ^

M o t o r  V e h i c l e  R u s t p r o o f i n g

T h e  C o n s u m e r  P r o t e c t i o n  S e c t i o n  o f  t h e  O f f i c e  o f  t h e  A t t o r n e y  

G e n e r a l  s t r o n g l y  s u p p o r t s  H o u s e  B i l l  7 9 5 ,  a n d  u r g e s  t h i s  c o m m i t t e e  
t o  g i v e  i t  a " d o  p a s s "  r e c o m m e n d a t i o n .  T h e  b u l k  o f  o u r  t e s t i m o n y  
s u b m i t t e d  t o d a y  s u g g e s t s  s o m e  i m p o r t a n t  t e c h n i c a l  a n d  l a n g u a g e  
c h a n g e s  w h i c h  w o u l d  m a k e  t h i s  a n  e v e n  b e t t e r  b i l l .  T h e  c h a n g e s  

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

T h e  C o n s u m e r  P r o t e c t i o n  O f f i c e  s u p p o r t s  t h e  b i l l  b e c a u s e ,  a l t h o u g h  
c o n s u m e r  p r o b l e m s  w i t h  r u s t p r o o f i n g  o f  v e h i c l e s  h a s  n o t  y e t  b e e n  
a m a j o r  p r o b l e m  w i t h i n  t h e  S t a t e  o f  A l a s k a ,  a n d  a l t h o u g h  t h e r e  

a r e  o n l y  t w o  o r  t h r e e  r e t a i l e r s  n o w  r e p r e s e n t i n g  m a j o r  r u s t p r o o f i n g  
c o m p a n i e s  w i t h i n  t h e  s t a t e ,  r u s t p r o o f i n g  o r  r e 1 '•ted s e r v i c e s  h a v e  

h a d  a n d  w i l l  h a v e  a n  i n c r e a s i n g l y  i m p o r t a n t  e c c  .omic i m p a c t  o n  
A l a s k a n s .

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

to w h o m  w e  h a v e  t a l k e d ,  t h a t  m o r e  a n d  m o r e  s e l l e r s  w i l l  b e  e n t e r i n g  

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

w i l l  o p t  to p u r c h a s e  r u s t p r o o f i n g .  A s  c o n s u m e r s  b e c o m e  a w a r e  

t h a t  s a l t  a n d / o r  l i q u i d  c a l c i u m  a r e  b e i n g  u s e d  o n  "’i n t e r  r o a d s  i n  t h e  

A n c h o r a g e  a n d  J u n e a u  a r e a s ,  a n d  as t h e y  b e c o m e  m o r e  s e n s i t i v e  t o  

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

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

M a j o r  r u s t p r o o f i n g  r e p r e s e n t a t i v e s  o n l y  s t a r t e d  s e l l i n g  i n  A l a s k a  
in t h e  l-'st t h r e e  t o  f i v e  y e a r s ;  t h e r e f o r e ,  i t  i s  n o t  u n u s u a l  
t h a t  we h a v e  n o t  h a d  g r e a t  n u m b e r s  o f  p r o b l e m s  r e p o r t e d  b y  

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

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

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

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

y e a r s  to c o m e .

TO:
T e r r y  M a r t i n  . . .
C h a i r m a n
H o u s e  L a b o r  a n d  C o m m e r c e  
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C o n n i e  J,
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C h i e f ,  C o n s u m e r  P r o t e c t i o n  
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A l a s k a  i s  n o t  a l o n e ' i n  i t s  c o n c e r n  a b o u t  r u s t p r o o f i n g .  O t h e r

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

r e f e r  t h e  c o m m i t t e e  t o  t h e  p a m p h l e t  c a l l e d  " R u s t  N e v e r  S l e e p s "

p u t  o u t  b y  t h e  M a i n e  A t t o r n e y  G e n e r a l ' s  O f f i c e .  T h i s  p a m p h l e t

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

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

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

is, t h e  w a r r a n t y  g i v e n  b y  a r u s t p r o o f i n g  s e l l e r .  W h e n  o u r  o f f i c e  
l o o k e d  i n t o  t h e  r u s t p r o o f i n g  i n d u s t r y  i n  A l a s k a ,  w e  f o u n d  e v i d e n c e  

t h a t  s o m e  o f  t h e s e  p o t e n t i a l  w a r r a n t y  p r o b l e m s  e x i s t  h e r e .

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

to g e t  h i s  o r  h e r  c a r  r u s t p r o o f e d  i s  n o t  f o r  t h e  f i r s t  i m m e d i a t e  

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

w i l l  r e p a i r  o r  r e p l a c e  a n y  p o r t i o n  o f  t h e  c a r  w h i c h  r u s t s  o u t .  

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

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

1. D e c e p t i o n  r e g a r d i n g  w a r r a n t i e s , s u c h  a s  t h e  a d v e r t i s i n g  

o f  w a r r a n t i e s  a s  b e i n g  " l i f e t i m e "  w h e n  i n  f a c t  t h e  w a r r a n t i e s  a r e  
n o t  t r a n s f e r a b l e  t o  a s e c o n d  o w n e r ,  o r  t h e  w a r r a n t y  is g o o d  o n l y  

f o r  o n e  r e p a i r .  I n  f a c t ,  i t  is i n t e r e s t i n g  t o  n o t e  t h a t  i n  t h e  

f i n e  p r i n t  o f  sr.veral n a t i o n a l  r u s t p r o o f i n g  w a r r a n t i e s ,  t h e  

c o n s u m e r  i s  i n  a d o u b l e - b i n d .  H e  i s  r e q u i r e d  t o  b r i n g  t h e  v e h i c l e  
in f o r  r e p a i r  u p o n  t h e  f i r s t  s m a l l  s p o t  i n d i c a t i n g  r u s t ,  b u t  i n  

a n o t h e r  p a r a g r a p h ,  he w i l l  b e  e x c l u d e d  f r o m  a n y  s e c o n d  r e p a i r  
o n c e  t h e  f i r s t  s m a l l  s p o t  h a s  b e e n  f i x e d ,  d e s p i t e  t h e  f a c t  t h a t  
t h e  i n i t i a l  a d v e r t i s e m e n t  c l a i m e d  t h a t  t h i s  w a s  a " l i f e t i m e "  
w a r r a n t y  a g a i n s t  r u s t .

H o u s e  B i l l  7 9 5  a t t e m p t s  t o  c u r e  t h i s  p r o b l e m  b y  p l a c i n g  a r e a s o n a b l e  
l i m i t  o n  t h e  p e r i o d  o f  t i m e  a n d  t h e  t r a n s f e r a b i l i t y  o f  a n  a u t o  
r u s t p r o o f i n g  w a r r a n t y .  A n  i n d u s t r y  r e p r e s e n t a t i v e  h a s  g i v e n  u s  
h i s  p r o f e s s i o n a l  o p i n i o n  t h a t ,  a t  l e a s t  i n  t h e  c u r r e n t  s t a t e  o f  
t e c h n o l o g y ,  a  c l a i m  t h a t  a r u s t p r o o f i n g  p r o c e s s  ( o t h e r  t h a n  s o m e  
n e w  a l l o y  w h i c h  m a y  b e  d e v e l o p e d  i n  t h e  f u t u r e  b y  a u t o  m a n u f a c t u r e r s )  
c a n n o t  r e a s o n a b l y  g u a r a n t e e  t h a t  i t  c a n  r u s t p r o o f  a c a r  a n y  
l o n g e r  t h a n  s e v e n  y e a r s .  S i m i l a r l y ,  a n y  c o m p a n y  w h i  :h c o u l d  n o t  
g u a r a n t e e  a g a i n s t  m a j o r  r u s t  w h e n  a p p l i e d  t o  n e w  a u t o m o b i l e s  f o r  
a t  l e a s t  t h r e e  y e a r s ,  i s  n o t  f a i r l y  c o m p e t i n g  i n  t h e  " r u s t p r o o f i n g "  

i n d u s t r y .

2. U n r e a s o n a b l e  w a r r a n t y  c o n d i t i o n s . M a n y  o f  t h e  n a t i o n a l  

w a r r a n t i e s  r e q u i r e  c o n s u m e r s  to f u l f i l l  c e r t a i n  c o n d i t i o n s  to 

k e e p  t h e i r  w a r r a n t y  v a l i d ,  s u c h  a s  r e q u r i n g  t h e  c o n s u m e r  t o  b r i n g
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t h e  a u t o  b a c k  o n  e x a c t l y  t h e  o n e - y e a r  a n n i v e r s a r y  d a t e  o f  t h e  

f i r s t  r u s t p r o o f i n g  a p p l i c a t i o n ;  o r  g i v i n g  t h e  s l o p p y  a p p l i e r  a 

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

t o  t h o s e  s e c t i o n s  o f  t h e  c a r  w h e r e  t h e  r u s t p r o o f i n g  s e a l a n t  w a s  
" a c t u a l  l.y a p p l i e d . "  I n  o t h e r  w o r d s ,  i f  t h e  a p p l i e r  s k i p p e d  a 

wheel--v.ell a l t o g e t h e r ,  t h e  c o n s u m e r ' s  w a r r a n t y  d o e s  n o t  c o v e r  t h e  
r u s t e d - o u t  w h e e l - w e l l .

M a i n e ,  N e w  Y o r k  a n d  o t h e r  s t a t e s ,  a s  w e l l  a s  s o m e  i n d u s t r y  

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

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

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

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

A l s o ,  t h e r e  a r e  o f t e n  p r o b l e m s  w i t h  p o o r  a p p l i c a t i o n  o f  t h e  

s e a l a n t  t o  a l l  of t h e  n e c e s s a r y  a r e a s  o f  t h e  a u t o m o b i l e .

3. F i n a l l y ,  o u r  o f f i c e  h a s  s e e n  e v i d e n c e  i n  A l a s k a  o f  

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

a r e  c l e a r l y  n o t  r u s t p r o o f i n g .  D u r i n g  a n  i n d u s t r y - w i d e  i n v e s t i g a t i o n  

o f  t h e  A l a s k a  m o t o r  v e h i c l e  s a l e s  i n d u s t r y  o v e r  t h e  l a s t  t w o  
y e a r s ,  o u r  o f f i c e  h a s  f o u n d  t h a t  m a n y  d e a l e r s  a p p l y  a n  " u n d e r c o a t i n g "  

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

a r e  p l a c e d  o n  t h e  s h o w r o o m  f o r  s a l e .  ( T h i s  w i l l  b e  a l s o  d i s c u s s e d  

i n  c o n j u n c t i o n  w i t h  H o u s e  B i l l  7 9 4 . )

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

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

p r o o f i n g  c o m p o u n d .  A l s o ,  t h e  u n d e r c o a t i n g  i s  n o t  a c t u a l l y  a r u s t  
i n h i b i t e r ,  e x c e p t  to t h e  e x t e n t  t h a t  i t  c o v e r s  t h e  m e t a l .  If t h e  

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

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

I t  w a s  t h e  e x p e r i e n c e  o f  t h e  C o n s u m e r  P r o t e c t i o n  O f f i c e  t h a t  
d e a l e r s  a n d  t h e i r  s a l e s  p e o p l e  o f t e n  m i s r e p r e s e n t ,  w h e t h e r  d e l i b e r a t e l y  

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

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

It h a s  b e e n  t h e  e x p e r i e n c e  of o t h e r  s t a t e s  t h a t  t h e  r u s t p r o o f i n g  

i n d u s t r y  i s  a n  e a s y  m a r k e t  to e n t e r ,  a n d  t h a t  a b o n d  o r  s o m e  w a y  

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

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

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

r e l a t e d  a u t o  p r o d u c t s  d e a l  f a i r l y  w i t h  t h e  A l a s k a  p u b l i c .
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T h e  c o m m i t t e e  w i l l  p r o b a b l y  n o t e  t h a t  t h e  b i l l  s u g g e s t  t h a t  

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

t h e  r u s t p r o o f i n g  a c t  a s  a n  u n f a i r  a n d  d e c e p t i v e  t r a d e  p r a c t i c e  o r  
u n f a i r  m e t h o d  o f  c o m p e t i t i o n ,  u n d e r  A S  4 5 . 5 0 . 4 7 1 .  O u r  o f f i c e  

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

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

o r  d e c e p t i v e  b y  o m i s s i o n  o f  m a t e r i a l  f a c t s ,  i s  w i t h i n  o u r  a r e a  o f  
e x p e r i e n c e  a n d  e x p e r t i s e .  W e  d o  n o t  b e l i e v e  t h a t  w e  w o u l d  n e e d  

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

r e p a i r  i n v e s t i g a t o r  p o s i t i o n  is f i l l e d  b y  a p e r s o n  w h o  is f a m i l i a r  
w  t h  t h e s e  p r o b l e m s  a n d  c a n  w o r k  o n  a n y  l a r g e - s c a l e  e n f o r c e m e n t  
a c t i o n .

S U G G E S T E D  L A N G U A G E  C H A N G E S  

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

1. T h e  b i l l  s h o u l d  b e  a m e n d e d  t h r o u g h o u t  s o  t h a t  t h e  w o r d  
" s u p p l i e r "  is r e p l a c e d  w i t h  the w o r d s  " r e t a i l  s e l l e r . "  T h e  b i l l  

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

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

r u s t p r o o f i n g  f r a n c h i s e e  (.the a c t u a l  r e t a i l  s e l l e r  w h o  a p p l i e s  t h e  
m a t e r i a l  to t h e  a u t o ) .

2. S e c t i o n  4 5 . 4 5 . 2 4 1 (a) s h o u l d  b e  a m e n d e d  t o  r e a d  a s  f o l l o w s :

(a) A  r e t a i l  s e l l e r  o f  m o t o r  v e h i c l e  r u s t ­
p r o o f i n g  s e r v i c e  s h a l l  w a r r a n t  co t h e  

c o n s u m e r  t h a t  t h e  s e r v i c e  w i l l  p r e v e n t  r u s t  

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

T h i s  c h a n g e  c l e a r s  u p  s o m e  p r o b l e m s  w i t h  t h e  p r e s e n t  l a n g u a g e  
w h i c h  r e q u i r e s  t h a t  t h e  w a r r a n t y  c o v e r  t h o s e  p o r t i o n s  o f  t h e  

m o t o r  v e h i c l e  t o  w h i c h  t h e  r u s t p r o o f i n g  s e r v i c e  " i s  a p p l i e d . "
T h i s  i s  a l o o p h o l e  f o r  s l o p p y  r e t a i l  s e l l e r s  w h o  s i m p l y  d o n ' t  
" a p p l y "  t h e  r u s t p r o o f i n g  s e r v i c e  t o  c r u c i a l  p a r t s  o f  t h e  v e h i c l e .  

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

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

e a t s  a l l  t h e  w a y  t h r o u g h  t h e  m e t a l  w h e n  t h e  r u s t  s t a r t s  o n  the 

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

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

3 . T h e  d e f i n i t i o n  s e c t i o n ,  4 5 . 4 5 . 2 4 1 ( h )  s h o u l d  b e  a m e n d e d  to 

a d d  a d e f i n i t i o n  o f  " r e t a i l  s e x i e r  o f  r u s t p r o o f i n g  s e r v i c e s , "  

s p e c i f i c a l l y :
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a p e r s o n '  w h o  a d d s  r u s t p r o o f i n g  s e r v i c e  t o  a 
v e h i c l e  o t h e r  t h a n  a t  t h e  p o i n t  o f  m a n u ­

f a c t u r e  o f  t h e  p a r t i c u l a r  v e h i c l e .

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

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

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

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

t r y  to r e g u l a t e  o r  i n  a n y  w a y  d i s c o u r a g e  r u s t p r o o f i n g  t h a t  is n o w  
b e i n g  p r o v i d e d  b y  s o m e  n a t i o n a l  m a n u f a c t u r e r s  as " f a c t o r y  
s u p p l i e d "  r u s t p r o o f i n g .

4. T h e  b i l l  s h o u l d  b e  a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  w h i c h  

r e q u i r e s  t h a t  o n  t h e  f a c e  o f  e a c h  w a r r a n t y ,  t h e  r e t a i l  s e l l e r  

s h a l l  s p e c i f y ,  b y  m a n u f a c t u r e r ' s  n a m e  a n d  p r o d u c t  i d e n t i f i c a t i o n  

n u m b e r ,  t h e  r u s t p r o o f i n g  s e a l a n t  a c t u a l l y  u s e d  o n  e a c h  c u s t o m e r ' s  

v e h i c l e .  (This p r o v i s i o n  w o u l d  e n a b l e  t h e  c u s t o m e r  w h o  h a s  a 

d i s p u t e  o v e r  a r u s t i n g  v e h i c l e ,  o r  t h e  a u t o  r e p a i r  i n v e s t i g a t o r ,  
t o  d e t e r m i n e  b y  a c h e m i c a l  a n a l y s i s ,  w h e t h e r  t h e  r e t a i l  s e l l e r  
u s e d  t h e  b r a n d - n a m e  c h e m i c a l  c o m p o u n d  a d v e r t i s e d .  W e  h a v e  r e c e i v e d  

r e p o r t s ,  b o t h  i n  t h i s  s t a t e  a n d  f r o m  o t h e r  p l a c e s ,  t h a t  some" 

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

5. T h e  b i l l  s h o u l d  b e  a m e n d e d  b y  e x p a n d i n g  S e c t i o n  (2) to 
r e a d ::

AS 4 5 . 5 0 . 4 7 1 ( b )  is a m e n d e d  b y  a d d i n g  t w o  n e w  
p a r a g r a p h s  t o  r e a d :

(26) f a i l i n g  to c o m p l y  w i t h  A S  4 5 . 4 5 . 2 4 1 .

. :7) a n y  p e r s o n  t o  r e p r e s e n t ,  i n  

c o n n e c t i o n  w i t h  t h e  s a l e  o f  n e w  m o t o r  

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

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

m a n u f a c t u r e r ' s  r u s t p r o o f i n g  w a r r a n t y  o r  t h e  
r e t a i l  s e l l e r  of t h e  m o t o r  v e h i c l e  i s  a 

r e t a i l  s e l l e r  o f  r u s t p r o o f i n g  s e r v i c e s  a s  
d e f i n e d  i n  A S  4 5 . 4 5 . 2 4 1  w h o  o f f e r s  a r u s t ­

p r o o f i n g  w a r r a n t y  i n  c o m p l i a n c e  w i t h  
t h a t  s e c t i o n .

6 . S e c t i o n  (1), A S  4 5 . 4 5 .  2 4 1 ( c )  (2) c o u l d  p r o b a l l y  b e  s t r i c k e n  
a l t o g e t h e r  s i n c e  S e c t i o n  (d) is p r o b a b l y  e n o u g h  p ; . o t e c t i o n  
a g a i n s t  u n r e a s o n a b l e  d e m a n d s  o n  t h e  c o n s u m e r  w h o  i s  t r y i n g  to 

k e e p  h i s  w a r r a n t y  v a l i d .
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7. S e c t i o n  4 5 . 4 5 .  2 4 1  (c) (2) s h o u l d  b e  r e p l a c e d  w i t h :

(a) r e q u i r e  t h a t  t h e  m o t o r  v e h i c l e  
b e  i n s p e c t e d  t o  v a l i d a t e  t h e  w a r r a n t y  

u n l e s s  a n y  c o s t  o f  i n s p e c t i o n  o r  p r e ­

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

s e r v i c e  i s  p u r c h a s e d  a s  w e l l  a s  i n  t h e  

w r i t t e n  w a r r a n t y .

8 . S e c t i o n  4 5 . 4 5 . 2 4 1 ( b ) ( 2 )  s h o u l d  b e  a m e n d e d  b y  c h a n g i n g  t h e

w o r d  " i n d e m n i f i c a t i o n "  t o  t h e  w o r d  " r e i m b u r s e m e n t . "

9. S e c t i o n  4 5 . 4 5 .  2 4 1  (b) (3) s h o u l d  b e  a m e n d e d  t o  r e a d :

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

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

a p p r o p r i a t e  s u s p e n s i o n  c o m p o n e n t s . "

10. A  c h a n g e  i s  n e c e s s a r y  a t  S e c t i o n  4 5 . 4 5 . 1 4 1 ( h ) ( 3 ) ,  t h e  
d e f i n i t i o n  o f  r u s t p r o o f i n g  s e r v i c e s ,  t o  c l a r i f y  t h a t  t h e  b i l l  is 

t a l k i n g  a b o u t  a w a r r a n t y  b o t h  o n  t h e  r u s t p r o o f i n g  p r o c e s s  o r  

s e r v i c e s  i t s e l f ,  a n d  o n  t h e  c h e m i c a l  s e a l a n t  o r  t h e  " g o o d s "  (as 

t h e  l a w  d e f i n e s  t h e m )  t h a t  a r e  u s e d  i n  t h e  s e r v i c e .  I w o u l d  
s u g g e s t  t h e  i n s e r t i o n  o f  a c l a u s e  s o  t h a t  t h e  d e f i n i t i o n  r e a d s :

(3) " r u s t p r o o f i n g  s e r v i c e "  m e a n s  a s e r v i c e  

o r  p r o c e s s ,  i n c u d i n g  t h e  g o o d s  u s e d  i n  t h a t 

s e r v i c e  o r  p r o c e s s , t h a t  is r e p r e s e n t e d  t o  b e  
f o r  t h e  p u r p o s e  of p r e v e n t i n g ,  i n h i b i t i n g ,  

o r  r e t a r d i n g  r u s t  o r  c o r r o s i o n  o f  a n y  p a r t  o f  

a m o t o r  v e h i c l e ;

11. S e c t i o n  2 4 1 ( g ) ,  t h e  s e c t i o n  o n  b o n d i n g ,  s h o u l d  b e  a m e n d e d  t o  
d e l e t e  t h e  w o r d  " p e r f o r m a n c e "  w h e r e v e r  i t  a p p e a r s .  W h e n  G e o r g e  

C a d a  d i s c u s s e d  t h i s  w i t h  t h e  i n s u r a n c e  c o m p a n i e s ,  t h e  c o m p a n i e s  
s a i d  i t  w a s  u n l i k e l y  t h e y  w o u l d  i s s u e  s u c h  a " p e r f o r m a n c e "  b o n d .  
T h e  s e c t i o n  s h o u l d  b e  a m e n d e d  t o  r e f e r  t o  t h e  b o n d  a s  a " r u s t p r o o f  

s u p p l i e r ' s  b o n d , "  o r  s i m i l a r  l a n g u a g e .  A p p a r e n t l y  t h e  b o n d i n g  
i n d u s t r y  i s  w i l l i n g  t o  b o n d  a " d e a l e r ' s "  b o n d ,  j u s t  n o t  a " p e r­

f o r m a n c e "  b o n d .

12. O n e  l a s t  c o n c e r n ,  f o r  w h i c h  w e  d i d  n o t  m a k e  a n y  s u g g e s t e d  
l a n g u a g e  c h a n g e ,  i s  w h e t h e r  o r  n o t  a p r o v i s i o n  s h o u l d  b e  i n c l u d e d  
t h a t  protect. 3 t h e  s m a l l  l o c a l  r e t a i l  s e l l e r ,  t h e  f r a n c h i s e e  w h o  
p e r h a p s  g e t s  s e n t  d e f e c t i v e  r u s t p r o o f i n g  s e a l a n t  b y  t h e  n a t i o n a l  
m a n u f a c t u r e r .  If t h e  c o m m i t t e e  w i s h e s  to d o  so, w e  a g r e e  t h a t  i t
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w o u l d  b e  r e a s o n a b l e  t o  p r o v i d e  s o m e  k i n d  o f  i n d e m n i f i c a t i o n  f o r  

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

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

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

C J S / a w



MSG 3 2 - 0 0 0 1 3 2 6 8  P R T Y  1 0 3 / 1 1 / 3 2  1 2 : 3 7 : 1 6 /  J D R I G :  L A 0 0  , I N =  0 0 0 6 .  O U T =  0 0 4 6
F R O M’’: C A R O L ,  A N C H -  T O :  J U N E A U  I N F O  •
T A R G E T :  L J H 2  S U B J :  M E S S A G E  F O R  R E P -  Ml-iRTIN ‘ . ' P A G E  0 0 0 1

- - 7 — ,

T O :  R E P -  T E R R Y  M A R T I N /  C H A I R M A N ,  H O U S E  L A B O R  AND COMMERCE  C O M M IT T E E
R E P R E S E N T A T I V E S  B Y L S M A ,  G A R D I N E R ,  R A N D O L P H ,  AND R O G E R S  
F R O M :  F R E D  M O R IN O

E E R O  VO LK SW A G O N  •
9 3 5  G A M B E L L  S T R E E T  ’ ’
A N C H O R A G E  9 9 5 0 1

R E .  H O U S E  B I L L S , 7 9 4  AND 7 9 5

<H> 3 4 5 - 3 ' 0 0 <W> 2 7 2 - 5 5 2 2

BOTH OF  T H E S E  B I L L S  NOW B E F O R E  Y O U R  C O M M U N IT Y  A P P E A R  TO D E S E R V E  I N P U T  
FROM T H O S E  I T  MAY' A F F E C T -  . I  R E C E I V E D  A C O P Y  O F  T H E  B I L L S  ON MARCH 9 ,  1 9 8 2 , -
AND  U P  TO T H A T  D A T E WAS UNAWARE  OF  T H E  B I L L S -  ON MARCH 1 0 ,  1 9 3 2 ,  I  
P E R S O N A L L Y  C A L L E D  A L A S K A  S A L E S  AND S E R V I C E ,  AN C H O R A G E  C H R Y S L E R ,  S T E P P  • "
B R O T H E R S ,  U N I V E R S A L  M O T O R S ,  S U N S E T  M O T O R S ,  P I O N E E R  A U T O M O T I V E ,  E U R O P E A N  
M O T O R S ,  C O N I N E N T A L  M O T O R S ,  N O R T H E R N  M A Z DA ,  CAL. W O R T H IN G T O N  F O R D ,  AND 
E N D R U S T  O F  A L A S K A  A S K I N G  A L L  O F  THE  O W N E RS  OR G E N E R A L  MANAGERS  I F  T H E Y

MSG 3 2 - 0 0 0 1 3 2 6 3  P R T Y  1 0 3 / 1 1 / 3 2  1 2 : 3 7 : 1 6  G R I G :  LAGO
F R O M :  C A R O L ,  AMCM - , T O :  J U N E A U  I N F O

A R G E T :  L J H 2  S U B J : M E S S A G E  F O R  R E P -  M A R T I N

I N -  0 0 0 6  O U T  =  0 0 4 6

P A G E  0 . 0 0 2

MEARD OF  T H E S E  B I L L S  E I T H E R  V E R B A L L Y  OR TN W R I T T E N  FO R M -  NO ONE  HAD 
Ai iV K N O W L E D G E  OF  T H E S E  B I L L S  AND A L L  OF  THEM I N D I C A T E D  AN I N T E R E S T  ' I N
G I V I N G  I N P U T  TO Y O U R  C O M M IT T E E  ON T H E S E  B I L L S - 
TO I N V E S T I G A T E  T H E S E  B I L L S  AND S U B M I T - .  .

P L E A S E  ALLOW U S  T I M E

THANK YOU  F O R  Y O U R  C O O P E R A T I O N ’ .
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1
BY THE LABOR AND COMMERCE 

IN THE HOUSE COMMITTEE BY REQUEST

HOUSE BILL NO. 794

IN THE LEGISLATURE OF THE STATE OF ALASKA

T W E LFTH LEGISLATURE - S E C O N D  SESSION

A BILL

For an Act entitled: "An Act relating to sales practices of motor vehicle

d e a l e r s . 11

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

* Section 1. AS 45.45 is amended by adding new sections to read:

ARTICLE 6. REGULATION OF MOTOR VEHICLE DEALER SALES PRACTICES. 

Sec. 45.45.300. PROHIBITED MOTOR VEHICLE SALES PRACTICES. (a) A

o f
dealer may not require a purchaser wHo— trrder^s- a new motor vehicle for- 

iteirivery, as a condition of the sale, to

(1) purchase a special feature, appliance, piece of e q u i p­

ment, part, or accessory refused by the purchaser that is not included
p-mmVW l/**<  /K'fc )

as standard equipment by the manufacturer of th6 vehiclej or

(2) pay transportation costs in excess of those disclosed 

under applicable federal laws, except for delivery costs actually in­

curred and paid by the dealer.

(b) Violation of a provision of this section is a deceptive trade

practice under AS 45.50.471. 
t- new
Sec. 45.45.390. DEFINITIONS. In AS 45.45.300

(1) "dealer" means a person or an agent, broker, or salesman 

of a person who is engaged in buying, selling, or dealing in new motor 

v e h i c l e s ;

(2) "motor vehicle" means a vehicle that is self-propelled, 

except for a vehicle that is propelled by human or animal power, and 

includes an automobile, truck, tractor, or s e m i - t r a c t o r .

* Sec.. 2. AS 45.50.471(b) is amended by adding a new paragraph to read:

-1- HB 794
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HO U S E  LABOR & COMMERCE 

STANDING COMMITTEE 
March 16, 1982 

1:10 p.m.

Metabers Present: Rep. Martin, Chairman

Rep. Bylsma, Vice Chairman 

Rep. Gardiner 

Rep. Randolph

^embers Absent: Rep. Rogers

COMMITTEE CALENDAR

HB 757 An Act relating to unemployment insurance; 

and providing for an effective date.

HB 849 An £ct relating to voting by members of 

electric and telephone cooperatives.

WITNESS REGISTER

Representative Bettiswurth 

Alaska State Legislature 

Pouch V

Juneau, Alaska 99811 

465-4967

Position Statement: Sponsor of HB 849; explained purpose of

Dave Hutchins, Executive Director

Alaska Rural Electric Cooperative Association

no address or phone given

Position Statement: Endorsed 11B 849.

Harry Sturrock, Assistant Director 

Unemployment Insurance, Employment Security Division 

Department of Labor 

Box 3-7000

Juneau, Alaska 99811 

465-2712

Position Statement: Explained need for HB 757; went over bill

section by section.

bill.

PREVIOUS ACTION

KB 757 No previous action.

Statutory Reference: AS 23.20

Action Taken: No action taken. Q uorum was



not present at end of meeting.

HU 849 No previous action.

Statutory Reference: AS 10.25.120; AS

10.25.190

Action Taken: Rep. Randolph moved to report

HB 849 out of committee. There being no 

objection, m o t i o n  passed.

ACTION NARRATIVE

Tape //37 

Recording 

Number 000 The meeting was called to order by Chairman 

Martin at 1:10 p.m. M e m bers present were: 

Reps. Martin, Bylsma, Randolph, and 

Gardiner. Rep. Rogers was absent. Rep. 

Martin brought HB 849 before the committee 

for consideration

Number 009 Rep. Bettisworth, sponsor of HB 849, 

explained the purpose of the bill: to allow

members of electrical and telephone 

cooperatives to vote by mail. Rep. Bylsma 

pointed out it had to be provided in the 

bylaws, and asked if the districts would 

pass bylaws. Rep. Bettisworth said they 

would. There was discussion by the 
committee.

Number 044

Number 061

Number 080

Dave Hutchins, executive director, / 1aska 

Rural Electric Cooperative Associaticn, said 

tie statewide association unanimously 

endorsed the bill. He said Homer presently 

uses mail ballots, but attorneys have found 

no statutory authority.

Rep. Randolph inquired about ballots. 

Hutchins said the bill would allow coops to 

make decisions about what is on the ballots. 

He said once an organization reaches 10,000 

membership, i‘: is difficult to get enough 

people to come to the meetings.

Rep. Randolph moved to report HB 894 out of 

committee. There was discussion. There 

being no objection, the m otion passed.

Number 110 Rep. Martin introduced HB 757 for the 

committee's consideration.



Number

Number

Number

Number 

Side. E

112 Harry Sturrock, Assistant Director,

Unemployment Insurance, Employment Security 

Division, explained that the bill is needed 

to stay in confoimity wit h  federal law; for 

housekeeping; and the incorporate department 

recommendations. He said they had received 

letters from the federal government 

commenting on the law, and recommending 
changes.

138 Sturrock went over the changes needed to

conform with federal law, and passed out 

charts and tables supporting this need.

There was discussion of the fiscal notes.

216 Rep. Martin asked Sturrock to go over the

bill section by section, w h i c h  Sturrock did.

651 There was discussion of b a c k  pay awards.

, Number 050 As there was no longer a quorum, the meeting

was adjourned at 2:00 p.m.

3
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