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January 20, 1931

Honorable Dob Mulcahy

Chalnnan, Senate Labor and
Commerce Coranlttee

Pouch V

Juneau, Alaska 99311

Dear Senator Mulcahy:
Re: Senate 9111 31

The Department of Conmerce and Economic Development has reviewed SB 31,
relating to a marine pilot pension plan and Hens for payment of pi—
lotage fees. Upon advice from Harry D. Treager, Director, Division of
Occupational Licensing, the department opposes S3 31, as presently
written, for the following reasons:

Section 1. AS 03.62.040(c):

1. Liability of the State to maintain a special Interest pension
plan affecting a selected Industry.

2. Present attitude and concensus of this Administration Is lee;,
government Involvement and regulations of private Industry.

3. Cost of a pension program and .Its administration would result
1n additional cost to consumers and government, e.g.,
AS 03.62.040(A)(4) "...and pay for audits whenever an audit 1s

necessary to collect Information needed to apply the standard
1n regulations.”

4. Current number of marine pilots this bill would affect 1s
seventy-two (72). Approximately 16 pilots are out-of-State
residents.

5. SB 31 1s unclear as to source of funding "...the board shall

finance 1t from pilotage fees Imposed under this chapter.”
Experts 1n the Department of Administration - Retirement &
Benefits concluded this 1s an unsound method for pension
plans. The plan is based on an unfunded source. State"s
liability 1s also concerned.



Honorable Bob Mulcahy -2- Jaﬁuafy 20, 1981

Section 2. AS 08.62.170.

1.  Vessels Involved are of a U.S. registered class. Liens come
under jurisdiction of U.S. Federal Court System and lwolve

the U.S. Marshal"s Office.
2. Marine pilots have the ability to pursue claims through the

judicial system.

3. Cost to Alaska in enforcing a statute of this type, 1.e.,
confiscation, safekeeping, and board would have to utilize the
judicial system for appropriate conclusions.

4. Bill gives the board authority outside of Its intended scope

and functions.

IT you desire further clarification of the department®s position on
SB 31, please contact Catherine Wallen, Legislative Liaison, Department

of Corasrce and Economic Development.

Sincerely,

HU €*/+4& *

Charles R. Webber
Commissioner

HDT/jc2/5



THE LEGISLATURE -"HE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTF.

REQUEST

Bill/Resolution No. SB 31 "An Act relating to a pension plan for Alaska pilots and liens
Title for payment of marine pilotage fees; and providing for an effective date.1
Requested by Ziegler Date 1-19-81

FISCAL DETAIL
Agency Affected Department of Commerce & Economic Development

Program Category Affected Public Protection

BRU. Program, or Subprogram(s) Affected Regulation and licensing of professions - Boards

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 .FY 86

100 PERSONAL SERVICES -0- 89 ,.L 68,8 68.6 73.4 78.5
200 TRAVEL -0- 0 0 n 0 n
300 .CONTRACTUAL -0- 0 0 0 0 0
400  COMMODITIES -0- 0 0 0 0 n
500 EOUIPMENT -0- 2.0 0 n n 0

600 LAND & STRUCTURES -0» 4.0 3.0 3.0 3.0 3.0
700 GRANTS. CLAIMS. ETC. -0- 0 0 0 n 0

TOTAL -0- 95.1 57.2 71.6 76.4 81.5

FUNDING (Thousands of Dollars)
GENERAL FUND -0- 95.1 6.7.2 71 .6 76.4 81.5

FEDEKAi. FUNDS
OTHER 1iSpecifv Fund Source)

POSITIONS

FULL TIME -0- 3 2 2 2 2
PART TIME
TEMPORARY

ANALYSIS (See F* cal Note Preparation Instructions, Section III)

7% inflation factor used on personal services

See attcchelL page for detailed information

IV. DATE 1-19-81 PREPARED BY Marjorie Odland. Regulations Specialist
AGENCY Division of Occupational Licensing

Original. Legislative Finance PHONE ~65-7535

cc: Budget and Management

Prime Sponsor (First Legislator Named)
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PERSONAL SERVICES - FY *82 Salary Schedule

12 mos., gen govt., Range 14, Auditor |

* FY183, 7% inflation factor:

12 mos., gen govt., Range 14, Auditor |

EQUIPMENT - One time expense FY182

bookcases , 3 shelves
four drawer files, legal
chairs, swivel with arrrs
side chairs without am
desks , 6 0Mx30"

NN NN DNDDN

LANP & STRUCTURES
FY"82, 3 positions - 65 sq. ft., x 3 x 1.70

FY"83, 2 positions - 65 sq. ft., x 2 x 1.70

82 only)

Total

Total

Total

= 4,000.00

= 3,000.00

29 ,104.

29 ,104.

30 ,930

89 ,139.

31,141

33,095.

64 ,236.

247

2,147

99

99

.00

98

.00

00

00

.48
505.
368.
172.
853.

20
78
22
84

.52



V.

marine,piloting Southeastern Alaska Pilots Association  T.1.Ph.n.;w-aiMs*

P.0. BOX 6100 Cable Address: SEAPILOTS

KETCHIKAN, ALASKA 99901
July 4, 1980

Alaska Maritime Agencies Inc. RE: M/S Sun Princess
Box 8075
Ketchikan, Alaska 99901 attorney in fact for:

Capt. Ed Crease.y

Capt. Jack Viera
INV. 4006

Pilot services rendered for the M/S Sun Princess on trip #

Pilot fee in and out of Juneau----—-————-————————-—-m——————- "$970.00
Glacier Bay Cruising-——-————-——-—mmmmmmmmm 1;386.00 *°
Pilot fee in and out of Skagway-------—----——--——mmmme— 1,134.00
Pilot fee in and out of Ketchikan------—————-——————————- 970.00
841 miles X 690 passengers X .503 mills—-—-———-—-——---""—- 2,918.85
54.36 excess UNItS-—-———————mmmmmmmmmmm - 639.27
Transportation and Subsistence------—-————- 119.32
Total $8,137.44

Transportation and Subsistence

6/29/80 Hotel ,$80.77

thru Meals 24 .80
7/3/80 Cabs 13.75
Total $119.32

|

0

_I'M. VUJUy. 1 leiNo

SOUTHEASTERN i-ASKA PILOTS ASSN.

Terms: Payment due upon completion of service.
Finance charges lor late payment VM per month,
annual percentage 18e«



MARINE PILOTING Southeastern Alaska Pilots Association  Telephone: 907*225*3696

P.0. BOX 6100 Cabla Address: SEAPILOTS

KETCHIKAN, ALASKA 99901
August 2, 1980

Alaska Maritime Agencies Inc, RE: S/S Unrverse # 2
Box 8075
Ketchikan, Alaska 89901 ATTORNEY IN FACT FOFI:

Capt. Harley Clough
Capt, Jack Viera
INV. 4056 Capt. Roger Dunn

Pilot services rendered for the S/S Universe on trip # 2.

Pilot fee in and out of Juneau----—--——————mmmmmmmmmmm " $970.00
Glacier Bay Cruising--— -————————————mmon 1,386 .00
Pilot fee in and out of Sitka------———-—-——- 970.00 o
Pilot fee in and out of Ketchikan--—---—-——- 970 .00
583 miles X 528 passengers X .503 mills- 1,548.66
Travel and Standby Days------————————-——————— 552,
Detention Days ————————————————mmmmmm 276 .00
27.08 excess UNItS——————————mmmmmm 318 .40
Transportation and Subsistence---——-————-- 814 .40
Total $7,805.15

Travel-Standby-Detention Days
Transportation and Subsistence

7/25/80 Detention Day $138.00
7/25/80 Travel Day 138.00 7/22/80 Trans $418.10
7/26/80 Detention Day 138.00 Thru Hotel 186.00
7/27/80 Travel Day 138.00 8/1/80 Meals 130.20
7/30/80 Travel Day 2 pilots 276.00 Cabs 75.10
Total $828.00 Phone 5.00
Total $814.40
APJ3ROVED
fb \ _'R‘U' I Comp.
- PAID By ALASKA MARITIME AGEN
0 CHECK No ...
['1 CH"~: TO ACColINT
?htho |1]

SQUTAATAPAQU Al ™ 110TS ASSN, A
Ketchikan, Alaska

Terms: Payment due upon completion of service.
Finance charges tor late payment 1%% pur month, _
annual percentage 18S. Title ..



MARINE PILOTING Southeastern Alaska Pilots Association — Tetepnone: 907-225.0696

P.0. BOX 6100 Cable Address: SEAPILOTS
KETCHIKAN, ALASKA 99901

July 20, 1980

Alaska Maritime Agencies Inc. RE: S/S Universe # 1
Box 8075
Ketchikan, Alaska 99901 ATTORNEY IN FACT FOR:

Capt. /Vem Wyatt
Capt. Roger Dunn
INV. 4029

Pilot services rendered for the S/S Universe on trip # 1,

Pilot fee in and out of Juneau---—--———-——-——mmmmmn $970.00
Glacier Bay Crulsing-—-———————-—m——mmmmmm 1,386.00
Pilot fee in and outof Sitka-----—————-——-——-—— 970.00
Pilot fee in and outof Ketchikan-----———-———————- 970.00
460 miles X 528 passengers X .503 mills—-————-———- 1,221.68
Detention Days----—-—-———— 276.00
Travel and Standby DaysS----—-—--—-——-————mmmmm 828.00
27.08 excess UNItS-———-——mmmmmmm e 318.40
Transportation and Subsistence W - ———————mmmmmo 910.90
Total $7,850.98
Travel and Detention Drys
7/8/80 Travel Day 2 pilots $276.00
7/11/80 Travel Day 138.00
7/11/80 Detention Day j-38.00
7/12/80 Detention Day 138.00
7/13/80 Travel Day 138.00
7/16/80 Travel Day2 pilots 276.00 a
$1,104.00 0

Transportation and Subsistence
7/08/80 Trans $741.00

thru Hotel 74.40
7/718/80 MHals  3L.AAPPROVED
Cabs 60. — /.. }
Phone 4. vJ
Total $910. glUW ALASKA MARirttt «(-|'S4 ALASKA'PILOTS ASS'i
CHECK NO.ovr ceee o nnn "

: |- CfARCE T ACTOUNT it i,
Terms: Payment due upon completion ol S irvice
Finance charges lor late payment IWo per

annual percentage 16;c. Title

1
ECO JUL 29TO 4
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MARINE PILOTING

Southeastern Alaska Pilots Association
P.0. BOX 6100
KETCHIKAN, ALASKA 99901

June 6, 1980

Alaska Maritime Agencies

P. 0. Box 8075

Ketchikan, Alaska

99901
INV. 3562

Pilot services rendered Eor the Sun Princess in rip #1

Pilot fees in/out Juneau-------

Pilot fees in/out S.kag*ray -

Glacier Bay Cruising -

Pilot fees in/out Ketchikan----——-----————-

Misty Fjords cruising--—-——-

782 miles x 690 passengers x 5.03 mills-—-—-——--——-
Travel & Standby Days ---—————----————mmmmmmmmmmmmm
54.36 excessS UNItS —-——————mmmmmmmmmmm
Transportation & Subsistence--—————----—mmmmmmmm—

Travel Days

TOTAL

Telephone: 907*225-91596

Cable Address: S

EAPILOTS

RE: Sun Princess

#1

ATTORNEY IN

FACT FOR:

Capt. Bill Bullard
Capt. George McReyno]

i i us

970.
1.134.
1.386.

970.

692.
2,714

552.

799

479.

"y, 696.

00
00
00
00
00

.08

00

.00

05

13

AP PROVED

6/1  travel/" 2 pilots 276.00

6/6  travel/® 2 pilots  276.00

Transoortation & Subsistence

6/1/80 Trans.

thru "Oabs

6/6/80 Meals
Hotel
Phone

552.00

oo

330.00
34.45
37.20
74.40

3.00

479.05

i*it» | Lonrif«

PAID By ALAKA MARILIME AGHHIfES

;} CHARGER TO AccounT
REIN2GE

D N/<5C

SOUTHEASTERN ALASKA PILOTS ASSN.

Terms: Payment duo upon completion ol service.

Finance char%es lor late payment 1%% per month,

annual percentage 18%,.

Title

Ketchikan, Alaska
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MARINE PILOTING Southeastern Alaska Pilots Association  Telephone: 907-225-9696

P.0. BOX 6100 Cable Address: SEAPILOTS

KETCHIKAN, ALASKA 99901
Sept. 16, 3980

Alaska Maritime Agencies Inc. RE: M/S Island Princess
Box 8075
Ketchikan, Alaska 99901 attorney in fact cor.

Capt. Harley Clough

Capt. Bob Nerup
INV. 4134

Pilot services rendered for the M/S Island Princess on trip # 11.

Pilot fee 1inand outof Ketchikan--—--———-———-—mmmmmmm $970.00 *
Pilot fee 1inand outof Juneau----—-———--——————————————— 970.00
Pilot fee 1inand outof Skagway----—-—-————-———-—————————————————— 1,134.00
Glacier Bay Crulsing--—-————-————mmmmmm 1,386.00
Pilot fee 1inand outof Sitka----—————-——-————- 970.00
569 miles X 630 passengers X.503 mills-————-——-c—— 1,803.10
Inadequate Quarters-—-——-—————-—mmmmmmmmm 223.20
59.90 Excess units-———-—-—mmm e e e 880.50
Transportation and Subsistence---—-———-———- 150.20
Total $8,487.00"

Transportation and Subsistence

9/09/80 Trans $116.00

thru Meals 6.20 Inadequate Quarters
9/13/80 Cabs 26.00
Phone__ 2.00 9/10/80 Juneau $74.40
9/11/80 Skagway 74 .40
Total $150.20 9/12/80 Cape Spencer 74.40

Total $223.20



(
Maska Jiiaie legislature

Senate
Crmide g X vE&Crmae Pouch V
State CaLntoI

Official Business Juneau, A|aS d 9931].

Summary - SB 31, Ziegler by request
“An Act relating to a pension plan for Alaska Pilots and
liens for payment ot marine pilotage fees; and providing for

an effective date."

€3.62.n-i0: (c)

Adds new subsection (c)authorizing powers and duties of the Board
of Marine Pilots in establishing a nemion plan to provide benefits to
retired or disabled pilots and to the surviving spouses ~f deceased
pilots. Also gives the Board the authority of financing and administering

the fund.through pilotage tarriffs.

08.62.170:
Amends section to include thatthe Board (as weal asapilot)

has a lien on a vessel for payment of pilotage fee:;.

Fiscal note from Dept, of Commerce & Econ Devel; Related to administrative

and clarical costs o” enforcing fund:

FY 82 (it $95 ,100 . (includes 1initial purchases of “equipment)
FY 83 (i 67,200.
FY 84 . ... 71. 600
FY 85 it 76.4 00
FY 86 «ocoiii i 81. 500

Fiscal does not show figures for possible impact of judicial costs in

enforcing necessary liens held by the Board.



DRAFT

MARITIME INDUSTRY
POSITION PAPER

IN OPPOSITION TO

CS FOR SENATE BILL NO. 31(L S ©C)

The purpose of this position paper 1is to c:all your
attention to the above-referenced bill which is_presently
before the Senate Transportation Committee for consideration.
IT enacted into law, this bill would give authority to the
Board of Marine Pilots to establish a pension plan for
marine pilots licensed by the State.

BACKGROUND

In 1970, the State of Alaska enacted legislation to
create the Board of Marine Pilots. The purpose of. creating
a pilotage authority is:

(1) to ensure their efficiency by only 1issuing licenses
to competent persons, and by making it illegal for
unlicensed persons to act as pilots,

(2) toensure that there is a supply of. pilots available
to meet the needs of shipping,

(3) toregulate the fees charged for the.ir services.

Unfortunately, what has evolved over the eleven years
since the Ftate pilotage system was established, is a
situation where the pilots themselves have established an
unhealthy control over the profession the Board of Marine Pilots

was established to regulate. Virtually all of the legislation

and regulation having to do with the pilotage profession



over the last ten years has been initiated by the pilotage
associations in southeast and southwest Alaska. These
initiatives have been designed .to obtain legal sanction for
restricting access into their membership and to gain a
monopolistic control over pilotage trade.

The above can best be illustrated by the lengthy
hearings that took place in April of 1980 with regard to
an application by the Southwest Alaska Pilots Association
(SWAPA) for an Increase in Rates. Attached hereto 1is a
copy of the- suggested order of the hearing officer which
we would encourage you to review. The footnotes are
particularly useful 1in understanding the character of this
suggested order.

The Board of Marine Pilots adopted the above crder of
the hearing officer with the exception of the section on
Increasing the Number of Pilots. Consequently, there is no
control over the number of pilots that divide the revenue
generated by the order. Therefore, 1t is possible to
conclude that incomes 1in the range of $150,000 - $175,000 per
year are enjoyed by some pilots 1in Southwest Alaska.

In addition, at the February 17, 1981, Board of Marine
Pilots Meeting, this Order was amended further to allow
SWAPA the right to operate Middlerock, 1Inc. (the pilot boat
service at Valdez) as a separate prcfit makinn venture. The
$260,000 1in expenses allowed in the attached Order was given
to SWAPA as an additional 1increase in the tariff.

Another 1illustration of the control SWAPA has asserted

has to do with a piece of legislation that they sponsored



and that was passed in 1977 (AS08.62.185) . This statute,

as a practical matter, mandates the employment of state
licensed pilots on enrolled vessels. The Legislative: Audit
Report in 1979 pointed this out in Section 111.2 on page 20,
and the State should repeal the above section because it 1is
clearly unconstitutional.

Ocher measures of control asserted by the pilots have
to do with the lack of advertising of opportunities to join
the pilotage profession, refusing to sign the trip cards of
applicants objectionable to the association and by exclusive
and non-competitive agreements with individual members.

PENSION PLALT LEGISLATION

The background detailed above is an attempt to simply
demonstrate the climate thaj/users of pilotage services find
themselves in today. The pension plan legislation currently
before you is a result of several efforts by the marine pilots
to have a pension plan implemented by the Board of Marine
Pilots. The Board nas consistently denied all previous
proposals to establish a State supported plan for marine

p/0 IS

pilots who are self-emploved #rtd*a*4-d-HTa4-.a.who band together

in associations to share a common in facility.

dispatgc
pcoyHd +o

AlIl rate 1increases previously adopted-by tl 3oard of

b4 j-I\& idiots +

Marine Pilots/\have taken into consideration the expense of
cn individual Keogh Plan, which 1is the proper pension mechanis
for self-employed persons. Attached is a portion of the
proposal of the Southeast Anaska Pilots Association for an

increase in rates which 1is presently before the Roard of

Marine Pilots. This attachment i1illustrates the fact marine



pilots already have existing individual plans.

In addition, most persons who enter the pilotage
profession come from prior employment in other maritime
related occupations where pension benefits have already
been earned. Consequently, should CS for Senate Bill
No. 31 (L & C) be signed into law, it is conceivable that
some marine pilots would enjoy the benefits of as many as

three separate pension plans.
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EUSENESS AND
Chapter 62 Marine Pilots.

q'lg?d of Marine Pilots (17 0j.*xotv — 0s.62.0Wi
 1.>eensinp & 05.62.0s0- O;.ri.lL.vI”
| ovr.eral Pro”.-"ions (&8 0: -2 - ,«.C2.200>

K~Uor'snote(1970). — In:h. M6. SLA
¥t \s Or.62 was incorrectly dei.rr.it-d
e5I.

Article 1. Board of Marine Pilots.

5<r*lun Section
IV Creation ar.d membership of board 30. Meetings ,
Appointment and term of office 40. Powers and duties

.Sec. 08.62.010. Creation and membership of board. There is created
tie Board of Marine Pilots. It consists of two pilots licensed under this
caster who have been actively engaged in piloting on vessels sub{ect
lo this «  -ter, two agents or managers of vessels sutyect to this
<rrpter, two public members in accordance with AS 08.01.025, and the
commissioner or his designee. Not more than ane pilot and one agent
r; manager shall be from' any one judicial district. All members of the
_b.ors| Lsﬁt\]a1”97b6e) residents of the state. (8 2 ch 106 SLA 1970; am § 8 ch
e

LTtel of amendment. — The IC'76 in accordance with AS 05.01.025" in the
*rrf lu.ent inserted "two public members  second sentence.

Se¢. 05.62.020. Appointment and term of office. The governor shall
., paint the pilot and agent or manager members of the hoard, subject

confirmation by a majority of the members of the legislature in joint
Mlon, for terms of fo-r years, or until their successors an appointed.
The first members shall be |n|t|ally a7n ointed for one, two, three and
|-«r y-ar terms. (§ 2 ch 106 SLA *1910

*Sec. 08.62.030. Meetings. The board shall hold a reqular annual
fitting. The board may hold > -¢/L meetings at the call of the chairman
mh prior approval of ‘the govern.r. it 2 ch 106 SLA 1970)

AAc. 1i5.62.040. Powers and duties, (a) The board shall

provide, for the maintenance of efficient and competent pilot

' " -con all waters covered by this chapter to assure protection of
Vvi-iag and the safety of human life and property;

J-) consistent with the law, adopt re?ulatio_ns, subject to the

wwinjstrative Procedure Act (AS 44.62 ,establishing the qualificatory

139



808.62.080 Alaska Statutes S05.62.1%,. = - 52.130
of pilots and providing for the examination, 0: pilots and the issu”" i ( iV note. -
of original or renewal P|_I_ot licenses to qualified persons; Vi Was .
(3) keep a register of iicensed pilots, vessels, operators, agents,
managers: _ (is.62.13
4) Tequlate pilotage fees; _ _ Ui examin
5) make available, upon request, copies of this chapter and the « " However
requlations adopted under it. N e (i has reaso
) The board may, by requlation, make any other provision £ - prop*- o - - license is
and safe pilotage upon”the waters covered Dy this chapter a;., forth* " marine
\ -efficient administration of this chauter. <§ 2 ch 106 SLA 1970) " ireexamine
K o ! | il SLA 1973)
Article 2. Licensing. o -\ Vi it amend
Seclion str.ion i-”_’ ! a.me?i»i
0. :e mwijuirov.nl 3. Dura'.or renewal I |n tf*e
> G- o e o ‘
A Tty ) licensure 150. I'er.ial. ri‘oculion or SUSC See. 1862110
..q.ur when appl
BEC- 08.6%:080h Licensg| requrerr}_ent. Ndo peésonhmayhpilot avegsg ;B) ﬁ%ﬂ}ﬁgf'ﬁ&ﬁ
Sil(J)G]eSCLt At0157|8)c apter u.dess he is licensed under this chapter. (§ Y ch 106 SLA It
Sec. 08.G2.090. Application, (&) A person who desires to be licensed ¢, 0862150, D
under this chapter dal apply i(n )Wri ing to the department. . roompliance wit
b) The application_shall provide the information and be made ona " [evoke or Sus
fem prescribed by tiie board. (§ 2 ch ICo SLA 1770) e hnac&%%e”te%
Sec. 03.62.100 Qualifications. A person is entitled to a license under oil illegally uses 0
this chapter if he i mages a'dse
1) is of good moral character; violates a , -Ovi.
2) is a citizen of the United States; tr
3) passes the examination Pw_en by the hoard; and _ IS quilty of mist
4) qualifies under the regsu ations adorned under § 40(a) (2) and't' A ﬁcense deniec
of this chapter. (§ 2 ch 106 SLA 1970) not be granted o
Sec. 08.62.11", Previous licensure. A license that was issued unor? s v ;i0e recspn for ty
AS 30.10 is consicered as having been issued under this chapter. i» - . the’perio d of sts
ch 106 SLA 1970) 'mirthis chapter hav

Editor's note. — AS 30.10, referred to in
gri;>\ sl|0‘7tbon, was repealed liv § 4, ch. 100,

Art,
Sec. 08.62.120. Duration, renewal. A .cense issued under +/ C-.,
.. apier_shall be renewed biennially on butes set by the department-" o
licynse issued under AS 80.10 lapses at the -md of calendar Year i1~ + " UTiipt-rsa
A license issued between May 7,1970 and the end «£ 1.70 shall he

for a fee of clo0. A license shall be renewed without examination
the payment of the biennial license fee. i=2ch 106 SLA 1970)

140
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08.62.160

Sec. 08.62.160. Mandatory employment of licensed pilots. Ave*.?" *
subdect to_this chapter n_awgath the inside coastal waters of AlyU ¢
as determined b%/ requlation shal emqlo%/apllot holding a valid lice-,  »
under this chapter. {8 2 ch 106 SLA 1970) *

Sec. 05.62.170. Pilot's lien for compensation. Each vessel, its ta>p
apparel and furniture and the owner of the vessel are jointK* &-
severally liable for the comﬁensatmn of a pilot employed on the vej*r’
and the pilot has a lien on the vessel, her tackle, apparel and fumitun. '
for his compensation. (§ 2 ch 106 SLA 1970)

Sec. 0562130 Exemptions. This chapter does not apply to
h(1)tvessels under enrollment, except as provided in §°185 of &«
chapter, . . | o

(‘) fishing vessels registered in the United States' or in Btish
Columbia, Canada;, =

SSJ motorboats as defined in sec. 1 of the federal Motor Boat Actcf* f.
1940 (54 Stat. 163; 46 U.S.C., sec. 526 et seq.). ~sr

(1) vessels of United Stales r,e%|stry of less than 300 gross lonstsi . £
tow boats of United States registry and vessels owned by the State of.
Alaska, engaged excluswel}é

A) on the Tivers of Alaska, or _ -
(B in the coastwise trade on the west coast of the United Stati®.”
including Alaska, Hawaii, and British Columbia, Canada; _

(5) vessels of Canada, including Canadian cruise ships, engaged ir
frequent trade between British Columbia and Alaska, if reciprocal
exemptions are granted by Canada to vessels owned by the Stated
Alaska and those of United States re%mtry; ang

gG) pleasure craft. (8 2 ch 106 SLA 19707 am § 1ch 43 SLA 1972, us' -
§ 2.¢h 78 SLA 1977) %

Alaska Statutes S08.621" -

Effi. of liifi'ndinent. — The 1077 § 185 of this chapter" to the end*'/
amenum-nt added "except as provided in  paragraph (1).

Sec. (>8.62.155, Certain licensed pilots required for oil tunkers,(»"
Any oil tanker, whether enrolled or registered, of 50,000 dead weig* -
tons or (t;_reater, shall, when navigatingin state waters beyond Alasb ..
pilot stations either _ ]

1) employ a pilot licensed by the state under this chapter, or

2) utilise”a federally licensed pilot whose duty station has beenfo >
that tanker throughout that specific voyage.

) : \i
The pilotrequired In (a) of thiS Section shall control the vessel™ i

during all docketing operations. (§ 3 ch 78 SLA 1977)

Editor's note. — Section 1, ch. 78. SLA  fIAr waters create:, a pr.lential ha?ni O
1977, provides: "INTENT. The legislature  Tijorlativ n..'ara! resources of
finds that heciiiise of the dttnper «f oil  an1tojobs and income* dcpendc <»d**
spills, the transportation of crude oil and  resources. The legislature also
refined petroleum product* hv tan-ers on  tV.t dockiri: areas for recov "o

- ,>62.190
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"2 43.20.011 Alaska Statutes Supplement §43.20.011

Part 2. Taxes.

Chapter
21. Qil and C-is Corporate Income Tax 5§§ 43 21.010 — 43.21.120)

23. Permanent Fund Dividends (8§ 43.23.010-43.23.100)
40. School tax (Repealed

75. Fisheries Taxes (f§ 13.75.010 — 43.75.140,
75, Salmon Enhancement Tax ~ 43.75.010 —43.76.030)

Chapter 20. Alaska Net Income Tax Act.

Article .
1 Persons Subject to Tax ~ 43.20.010 — 43.20.045'

Article L Persons Subject to Tax.

Section Section

11. Tax on individuals, fiduciaries, end  31. Taxable income ol ' resident*;
_corporations deductions; exemptions

12. Limitation on application of chapter; 33, (Repealed;
credits , 35, [Repealed; , _

%g llrr]gb\/tlglgg| tax credits %? fe eral tgx deductions end credltst,

- ! . CTr usiness energy conservation

16. Sharing of corporate income tax reve- ?%d“ W
nue with municipalities 38. [Repealed.

17. Repealed& 39, [Repealed. ,

21. Internal Revenue Code adopted by  40. [ncome from sources in the state
reference 45, [Repealed)

30. Returns and payment of taxes

Sec. 43.20.011. Tax on individuals, fidicuaries, and
ggr&ralté%gs, (a) Repealed by § 10 ch 1 SSSLA 1980 and §9 ch 2

fb) Repealed by ~ §0 ch 1SSSLA 1980  and® ch 2 SSSLA 1980.
Ec) Repealed by ~ &0 ch 1SSSLA 19P0  and® ch 2 SSSLA 1980.
d) Repealed by ~ 80 ch 1SSSLA 1980  and® ch 2 SSSLA 1980.

_ (e) There is imposed for each taxable year uponthe entire taxable
income of every corporation derived from sources within the state a tax
consisting of a normal tax equal to 5.4 Percent oftaxable income, and
a surtax which isequal to 4.0 percent oftaxable income, except that the
tax on a corporation engaﬁed in the production or transportation of
crude oil or natural gas shall be determined and paid in accordance
with AS 43.21, For tax years beginning after December 31,1979, the
surtax exemption is 550,000, For controlled corporations described in
secs. 1561 — 1567 of the Intemnl Revenue Cede only one surtax
exemption may be allowed for the controlled group.

§43.20.012

(f Repealed by
ch 70 SLA 1975
1950: am § 10 ¢

Effect of amend:
amiT.dment added a'
of sub-ection <ei.

Seotitn 8. :h. 113.
1950 amendment, eul
and retroactive to J
former subsection g
changes in the tax ¢
Secticns 9and 0 ofcr
subsection id) ard -
Il ofch, 113, efTectivi
retroactive to Januj
fc-mer subsection (fi.

The second 1950 4
September 25.1950 ar
uary 1.1980, reptalel
and’ _if, concerning!
individuals and fiducit

The third 1950 ad
September 25, 1960. |
January 1, 1979. madj

Sec. 43.20.012.'
The tax imposed '
fiduciaries. Howe'!
ter in order to rece
1980:5 2 ch 2 SSI

Effective date, —
SSSLA 1980. and § 11.
growde that this so
eptember 25, in act
01.10,070.ci. Smion !
that this section is retr
1, 1980. and } 10 of ]

|
Sec. 43.20.013.
uary 1, 1981] A rt
exceed $50 for
(1) A contribute
organization for us
A): for a politica
I) President or \
the candidate will 1
i) United State;
i) United Statf
IV Hovernor orl
V) the Alaska le
Vi) delegate to a
vil) electoral cor.
or



§43.20.031 Alaska Statutes Supplement

fact. Where the state, to its detriment,

relying on that lack of notice, as it

reasonably couid. failed to institute the

statutory "~ mechanism for collection cf

additional taxes, the taxpayers are

343.20.031

estop?ed from asserting the protection ot
the statute of limitations embodied ir~AS
¢t 0 o st Ell No. ViSL B0 5

. 0. ile No. :
(O

Sec. 43.20.031. Taxable income of residents: deductions-

exemptions, (a
SSSLA 1950

) Repealed by § 10 ch 1 SSSLA 1950 and § 9 ch

[0 Repealed by §10 ch 1SSSLA 1950 and §9 ch 2 SSSLA 1953,
(el An affiliated grouP ofcorporations maymake or the commis-

sioner ma;{ require them

0 make a consolidated return for the taxable

year in place of separate returns. For purposes of calculating the

amount of tax payable by the

grouEJ under a consolidated filing,

Internal Revenue Code secs. 1501 —

g
h

g Repealed

b52, as amended agflx
™ Repealed b%§ 10 ch 1 SSSLA 1950 and § 9 ch 2 SSSLA 1960.
y 8§10 ch 1SSSLA 1980 and 89 ch 2 SSSLA 19S0.
Repealed by §10 ch 1SSSLA 1980 and 89 ch 2 SSSLA 1960,

(i) A corporation which is a member of a group of unitary-
corporations which collectively has income from "business activity-

taxable hoth inside and outside the state

or income from other sources

both inside and outside the state, shall determine its income from
sources in this state by use of the combined method of accounting,

Eam§ 1ch8 SLA 1976; am § 235 ch 100 SLA 1980: am & 14— 17 ch
13 SLA 1980; am § 10 ch 1 SSSLA 1980; am § 9 ch 2 SSSLA 19S0)

Revisor's note. — For the specific
provisions detailing the har.dling of the
minimum  deduction and ~ refund
grocedures,for 1977, see secs. 3 — 5 ch. 8,
LA 1978, in the 1978Temporary at d Spe-
cial Acts and Resolves.

Cross reference. — As to tax
exemgtlon for Bermanent fund dividends,
see AS 43.23.090.

Effect of amendments.

The 1978 nmendment added paragraph
(4> of former subsection (a). _

Section 235, ch. 100, SLA 1980, the first
1980 amendment, effective January 1
1981, in former subsection (f), insérted
"who is a resident of the state" and
substituted "5100" for 'S50" near the
begmmng of the subsection.

ections 14. 15, and 17, ch. 11C, SLA
1950, the second 1980 amendment,
effective June 21, 1980, and retroactive to
January 1,1980, rewrote paragraP_h (3) of
former “subsection (a), in" subjection (e),
deleted "or combined” f0||0WIn? "make a
consolidated" in the first sentence, and

added subsection (if. Section 16 ofch, 113,
effective June 21, 1950, and retroactive to
January 1, 1977, added the second ren-
tence in former subsection (h). .
The third 1980 amendment, effective
September 25, 1980, and retroactive to
Januar-1, 1980 hrepealed subsections 1st,

fb)1L (0, <9)-and5 . _
he fourth 1980 amendment, effective
September 25, 1580, and retroactive to
January 1, 1979, made the same changes
as the Sea, .J 1990 amendment.

As the rest of the section was not
aff?cted by the amendments, it is not set
ou
Editor's note. — Section 52, of this Act,
effective June 21,1980, makes sections 14,
15, and 170fthe Act applicable to tax yean
belgmmng_an,r Dect mber 31, 1979,

or legislative fin Imgs and purpose of
the third“and fourth 1.360 amendments, see
§ 1, ch. 1 SSSLA 19S0, and i 1, ch. 2,
SSSLA 1980, in the 1980 Temporary and
Special Acts and Resolves.

f43.20.033
Sec. 43.2

ReP_ealed
effective Se|

Editor's nc
d-rived from §
For legislati
repealing acts,
ard §1,ch. 2
Temporary anc

Sec. 43.2
residents.

Repealed
effective Se|

_Editor's not
ci.-.ved from §
6. SLA 1978: &
ch. 113, SLA 1

Sec. 43.2'

Effect of ar
1550 amendmo:

Drhe second 1
September 25,
January 1, 198

e third 1t

. September 25, i

1,1979, made tl
ond 1980 amen

Sec. 43.2(
[Effective J
ness is allow
percent of th
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rsm asserting the protection of
¢ limitations embodied in AS

. S'.ewr.son v. Burcess, Su;).
mi514 "File No. 2791f. 570 P.2d

residents; deductions;
KSLA 1930 and § 9 ch 2

ra §1 ch 2 SSSLA 1950,

vy make or the commis-
tea return for the taxable
rposes of ca,IcuIatmrq,the
ler a -‘onsolidated filing,

as amended, agr.lx.
.89 ch 2 SSSLA 1990.
na 89 ¢ch 2 SISLA 1950,

na 89 ch 2 SSSLA 1950.

of a group of unitary
a from “business activity
ncorr.e from other sources
termine its income from
method of accounting.

\ 1960; am & 14 — 1/ ¢ch
m § 9 ch 2 SSSLA 1960)

-ection (1i) Section 16 of ch, )1+?
une 21,1980, and retroactive to
. 1977, added the second sen-
nr.or SUbsection Ih). )
rd 19:0 amendrnent, effective
25, 1930, ard retroactive to
1950, repealed subsections la),

end (hi.

th 19:0 amendment, effective
25. 19:0, and retroactive to
1579, made the same change
nd 1950 amendment.

rest of the section wv.is not
the amendments, it is not set

ote. — Section 52, of this Act,
me 21,1960, makes sections 14,
if the Act applicable to tax years
after December 31, 1979,

lative findings and purpose of
(dfourth 1980 amendments, see
sssLA 19S0. ard 5 1. ch. 2,
0, :n the 195Q Temporary and
-and Resolves

r 13.20.033 Revenue and Taxation § 43.20.037

SddL s

Sec. 43.20.033. Taxable income of fiduciary.

Repealed by § 10 ch 1 SSSLA 1950 and I 9 ch 2 SSSLA 1950.
effective September 25,1950,

Editors note, The repealed section Legislative history report — For
der.ved from § 18, ch, 113. SLA 15:0. report on ch. S. SLA 1978 'HB 652", see
For legislative fmdln% ar.d purpose, of 1976 House Journal, pp. 110, 173; Senate
reoealir.r acts, see § 1,ch. 1,SSSLA 1930,  Journal, p. 243.
an: 5 1. ch. 2. SSSLA 1950. in the 15=0
Temporary and Special Arts and Resolves.

Sec. 43.20.035. Taxable income of nonresidents an> vart-year
residents. *

Repealed by §10 ch 1 SSSLA 980 and §9 ch 2 SSSLA 1950,
effective September 25, 1980.

Editor's not«. — The repealed section For legislative findin%s and gur ose of
derived from 8 6, ch. 70, SLA 1975;1 2 ch.  repealing acts, see § 1, ch. 1, SSSLA 1980,
8 SLA 1978:8 1. ch. es. SLA 1960; § 13, and § 1, ch. 2, SSSLA 1950, in the 1980
ch. 113, SLA 19S0.

Sec. 43.20.036. Federal tax deductions and credits.

(d) Repealed by 8§10 ch 1 SSSLA1980 and §9ch 2 SSSLA 1980.
(e) Repealed by 810 ch 1 SSSLA1980 and §9ch 2 SSSLA 1980.

(0 Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980,
(@ Repealed "by §10ch 1 SSSLA1980and §9ch 2 SSSLA 1980.

h) Repealed by 8§10 ch 1 SSSLA1980and §9ch 2 SSSL/* 1980.

i) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 19S0.
(am ? 3rn22 SLA 1980;am § 10ch 1SSSLA 1980; am § 9 ch 2 SSSLA
1930

Tffect of amendments. — The first As the rest of the section was not
1250 amendment added former subsection  affected by the amendment, it is not set

i . ouL . _

®The second 1980 amendment, effective _Edltor’s note. — For legislative

September 25, 1980, and retroactive to fln_dln%s and purpose of the second ar.d

Janyary 1, 1980, repealed subscct:ons fdl  third 1980 amendments, seg 5 1, ch. I,

St ~ SSSLA 1980, and 5 I, ch. 2, SSSLA 1960.
The third 1980 amendment, effective in the 1960 Temp irary and Special Acts

Se{)tember 25, and retroactive to January  and Resolves.

1,1979. made the same changesas the Sec-

ond 1960 amendment.

Sec. 43.20.037. Trade or business energy conservation credit
[Effective January 1,19S1]. "a) A person engaged in a trade or busi-
ness is allowed as a credit against the tax due under this chapter 35
rercen: of the ccst of
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; THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

REQUEST

Biil/Resolution No. Senate Bill No. 2 O

Title An Act relating to corporate income teixes _
Requested hv R» D- Stevenson Date V 40/ST

FISCAL DETAIL
Agency Affected Department of Revenue

Program Category Affected Revenue Collection And Management

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

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars) - None

FY 81 FY 82 FY 83 FY 84 FY 85 .FY 86

PERSONAL SERVICES
RAVEL
CONTRACTUAL
COMMODITIES
FOUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS. ETC

TOTAL

FUNDING (Thousands of Dollars) ““None

GENERAL FUND
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS - None

FULL TIME
PART TIME
TEMPOR, RY

ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)



MEMORANDUM State of Alaska

T0: R. D. Stevenson DATE: January 30, 1981

Special Assistant
FILE NO:

TELEPHONE NO:

: SUBJEOT: B 20
FROM: Gary L J 9

Director
Audit Di

This bill would provide for an exemption for corporations
subject to the income tax imposed by AS 43.20 of $150,000.

This proposed total exemption from tax would replace the
current surtax exemption which 1is currently in the law. The
surtax exemption served to reduce the rate on the first $50,000
of taxable income to 5.4% while all taxable 1income over $50,000
is subject to the full rate of 9.4%.

In attempting to ascertain the effect of this exemption 1 have
reviewed the filing information for the returns filed 1in 1979.
The information for 1980 1is not yet available, however, the
data related to the number of returns which are filed 1in the
various taxable income levels should remain relatively

constant. If this exemption were enacted into law, 90.23% of
the returns which reported taxable 1income would be exempt from
any tax. The actual effect of this exemption would be

tantamount to a repeal of the tax except for the very large
domestic corporations and the multistate corporations which do
business in Alaska.

Any legislation of this nature could cause serious problems for
the State 1in it"s defense of AS 43.21 because of the fact that
nearly 100% of domestic corporations will be exempt from tax,
thus the only taxpayers would be the multistace corporations
who are doing business in Alaska.

It is recommended that very careful review be given to any

legislation providing exemptions from the 1imposition of the
corporate income tax.

02-001A(Rov.10/79)



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

I REQUEST
Bill/Resolution No. Senate Rill No. 20
Title
Requested bv Senate Labor and Commerce Date January 22. 1981

Il. FISCAL DETAIL
Agency Affected Department of Revenue

Program Category Affected Revenue Collection and Management
BRU, Program, or Subprogrum(s) Affected Audit Division

(Note: Ifmore than one budget component isaffected, separate line-itcm amounts and funding for each

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 81 J FY 02 FY 83 FY 04 FY 35
100 PERSONAL SERVICES 1
200 TRAVFI
300 CONTRACTUAL
400 COMMODITIES
500 FOUIPMFNI
(.00 LAND & STRUCTURES
700  GRANTS. CLAIMS. ETC.

TOTAL

Millions
FUNL'Nil (TtokKXKKts of Dollars)

GENERA 1 FUND (12.2) (14.6) (17.3)

FEDERAL FUNDS
0"l HER (Specify Fund Source)

POSITIONS

FULL TIME
PARI TIME
TEMPORARY

Il. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

This analysis is based on limited data which is not necessarily a

representative sample of the data which we do not have. Although in—
complete. tne data is the best that we have to date. For lack of more
comploce data, it was assumed that the data is a representative sample.
Preliminary analysis indicates that, when repealing the si rtax exemption

and exempting the first $150,000 of taxable income, approximately 34

percent of net corporate income taxes would be eliminated. Tine revenue
losses would be about $12.2 million in FY82, $14.6 million in FY83 and
$17.3 million in FY84. Approximately 94 percent of corporate returns

would be totally exempt from the Alaska income tax. However, other
taxes such as personal holding company taxes, taxes from recomputing

prior year investment tax credits and minimum taxes on tax preference

would be payable.

.FY 86

items

IV. OATH January 22, 1981 PRF.PARED BY Lance Rovig, EconomistO
AGENCY Revenue

Original: Legislative Finance PHONE 465-2390

cc: Budget and Management

Prime Sponsor (First Legislator Named) _

33-001 (Rev. 12/30
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Official BuBinoBS

Summary - SB 20 b/ Senator Rodey

Senate

Pouch V
State Capitol
Juneau, Alaska 99811

"An Act relating to corporate income taxes: exempting

a ptrtion of the income of a corporation from taxation

under the Alaska Net Income. Tax Act and repealing the

surtax exemption under that Act; and providing for an

effective date."”

- SB 35 by Senator Ziegler & Bradley

"An Act relating to corporation income taxes under the

Alaska Net Income Tax Act and exempting a portion of

the income of a corporation from taxation under that

Act; and providing for an effective date."”
Figures based on returns filed in 1979 with assumption that 1980 figures will
be relatively the same. Total estimated amount collected from corporate income
taxes for 1981 = 35 million and 1982 = 36 nillion dollars.

SB. 20 - SB 35
Exemption for corporations Exemption for corporations
from income tax $150,000.00 from income tax $250,000.

Repeals Surtax Exemption Retains Surtax Exemption
Repeals sec. 43.20.031 - Repeals sec. 43.20.031 -
Duplicate language covered under same a SB 20
43.20.033 (b) & <e)
Retroactive clause to Jan. 1, 1981 Retroactive clause to Jan. 1, 1981
on corporate exemption on corporate exemption
43.20.031(repealed above) 1is 43.20.031 (repealec above) s
retroactive to Jan. 1, 1981 retroactive to Jan. 1, 1981

Effective Date Clau-.e - 1immediately
Returns exempt from 1income tax 90.23%
equal to 4,936 returns

Repeal surtax e.xemption=34% eliminated
FY 32 revenue losses 12.2 M
FY 83 " 14.6 M
FY 84 " 17.3 M
Approx. 94% corporate returns exempt

Effective Date Clause - immediately
Returns exempt from income tax 93.17
equal to 5,096 returns
Retain surtax exemption=45% eliminated
FY E2 reverToe losses 16.1 M
FY 83 19.4 M
FY E4 22.9 M
Approx. 96% corporate returns exempt

r12*JRES BASED ON ANNUAL AMOUNT OF 5,470 RETURNS .o iiiiii i aaaaaa s



SB 20

Sec 1, AS 43.20.011(e) amends percentage of taxes from 5.4
to 9.4. and repeals surtax of 4.0%. Tax on a corporation
engaged in transportation of crude oil or natural gas shall
be determined and paid in accordance with A.S. 43.21.

SB 20 £)
Seccion 43.20.033 provides for $150,000 exemption.

SB 35
Secrion 43. 20. 033”provides for $250,000 exemption.

SB 20
Section 43.20.033 (b) 1is the same as SB 35

SB 20
43.20.033 (c) 1is the same as SB 35.

SB 20
43.20.033 (d) 1is the same as SB 35.

43.20.031 1is repealed in both SB 35 and SB 20.

SB 20

Sections 1-3 retroactive 1/1/81 and apply to tax years beginning
12/31/80

SB 35
Sections 1-2 retroactive 1/1/81 and apply to tax years beginning
12/31/30.

Immediate effective date same in both bills.
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JAYS. HAVMOND, GOVERNCR

Vff L LfU U Lhn lyi U >hfL h * /
E>EE»AECTME2NT CDF REV ENUE POUCH S
JUNEAU. ALASKA 99811
oma 0' m cckhissi:*-ii PHONE: (907) J68-2300

Jamvry 31, 1951

*LIO *onor 3.0 o0 *nlc?inv
Chr.irr~n

m'enrc. Lcbor Corr.erce Conndttee
loon 11= - Caoitol Puxidintf
June-a, Alrslca

~e: b5e:vte ?ill lo. 37
Dear Sen" tor "ulcahy:

Senate Pill *b. 3f>, an Act rel-tir,"™ to cor-ovate ir.cor.e taxes -jr.der the
Alaska :let Tncone T~:r Act end exenotin~ a -ortion Of the inccrrs of a
coron: -tion fron t_r tion under that Act, i:~s ir.trodu ed in the Senate
on Jr.nu ry 13} 1=<! and vns referred to the Y ."he labor C"-merce and
“9nance Cor.nitteeo,

Por the consideration of the Senate Labor £ Conr.erce Comittee, 1 an
enclosing conies of ~dsc.nl Dotes prepared by *'r, Gary Jenkins, Director,
Audit Division and hr. Lance Rovip, Dcononist, D.ese-rch Section of the
"en-rtncnt o.h R<venue concerning the nraposed legislation.

Sincerely,

P.. It Stevenson
Snecial Assistant

cc: The Honorable Don Dennett
Are Honorable 1. H. Danin-.prth
Co-Chnirmen
Senate finance Connittee

Joseph K. Donohue
Deputy Cornissioner
Dennrtnent of Revenue

Gary Jenkins, Director
Audit Division
m-"T"ptrerst 0°””P/venue
e ,cc "ovis, fcono ant
escarch. Section

"k flart €"-.t 047?/ venue

04-D2LH



THSBGHGISAATUURE OF THE STATE OFjJASIT 1A
W TWELFTH LEGISLATURE 9 -

F1SC VI. NOTF.

REQUEST

Bill/Resolution No. ~S€nate Bill 35 ]
Jjitle An Act relating to corporate .incone taxes under AK Net Incor.s Tax Ac

Reguested bv R» L>. Stevenson Date 1/30/ 81~

Il FISCAL DETAIL

Acency Affected Department of Revenue

Program Category Affected Revenue Collection And Management

BRU. Program, or Subprogram(s) Affected .Audit Division

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

FXPI-_N"DITURES  (Thousands of Dollars) ““ None

FY 81 FY 82 FY 83 FY 84 FY .85 ,FY 26
"00 PERSON Al SERVICES
200 TRAVEL
300 CONTRACTU AT
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL

FUNDING (Thousands of Dollars) - None
GENERAL FUND
FEDERAL FUNDS
OTHER (Snecifv Fund Source)

POSITIONS _ None
EUL .TIME
PART TIME
TEMPORARY

M. ANALYSIS (See Fiscal Note Preparatio Instructions, Section IlI)

See attached memorandum dated 1/30/81 to Mr. R. D. Stevenson.

IV. DATE January 1, 1981

Original: Legislative Finance PHONE _ 465-2320

cc: Buduet and Mananement

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/60



MEMORANDUM StcFe of Alaska

TO R. D. Stevenson DATE: January 30, 1981
Special Assistant
FILE NO;

TELEPHONE NO:

SUBJECT; SB 35

This bill would provide for an exemption of $250,000 for
corporations subject to the 1income tax 1imposed by AS 43.20.

In attempting to ascertain the effect of this exemption | have
reviewed the filing information for the returns received 1in
1979. The 1information for .".980 is not yet available, however,

the data related to the number of returns which are filed 1in
the various taxable income levels should remain relatively

constant. If this exemption were enacted into law, 93.17% of
the returns which Laported taxable income would be exempt from
any tax. The actual effect of this exemption would be

tantamount to a repeal of the tax except for the very large

domestic corporations and the multistate corporations which do
business 1in Alaska.

Any legislation of this nature could cause serious problems for
the State 1in it"s defense of AS 43.21 because of the fact that
nearly 100% of domestic corporations will be exempt from tax,

thus the only taxpayers would be the multistate corporations
who are doing business 1in Alaska.

It is recommended that very careful review be given to any

legislation providing exemptions from the imposition of the
corporate 1income tax.

Ci?-001 A[f>ev. 10/79)



THE LEGISLATURE OF THE STATE OF ALASKA
£ TWELFTH LEGISLATURE £

FISCAL NOTE

1. reque;t
Bill/Resolution No. Senate Bill No. 35
Title.
Requested bv  Senate Labor and Commerce Date 99 icci

IL FISCAL DETAIL DeoerUnent of Revenue
Agency Affected

Program Category Affected Revenue Collection ana “enagement

BRU. Program, or Subprogram(s) Affected Audit Division

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FYy 81 FY 82 FY 83 FY 84 FY 35 .FY 85

.100 PERSONAL SERVICES
100 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 FOUIPMENT

n00 LAND £ STRUCTURES
TOO GRANTS. CLAIMS. FTC,

TOTAL

Millions
FUNDING (" -KrwwiKk of Dollars)

GENERAL FUND (16.1) (19.4) (22.9)
FEDERAL FUNDS

OTHER (Snccifv fund Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section HI)

This analysis is based on limited data which is not necessarily a represen”ative
sample of the data which we do not have. Although incomplete, the data is the
best that we have to date. For lack of more complete data, it was assumed that
the data is a representative sample. Preliminary analysis indicates that/ when
retaining the surtax exemption and exempting the" first $250,000 of taxable income,
approximately 45 percent of net corporate income taxes would be eliminated. Hie
revenue losses would be about $16.1 million in FY82, $19.4 million in FYS3 and
$22.9 million in FY84. Approximately 96 percent of corporate returns vould

be totally exempt from the Alaska income tax. However, other taxes such as
personal holding company taxes, taxes from recomputing prior year investment tax
credits and minimum taxes on tax preference items would be payable.

IV DATE dsnuary 22, 1981 PREPARED BY Lance Rovig, Economist”
AGENCY Revenue

Original: Legislative Finance PHONE 465-2390

cc: Budnet and Management

Prime Sponsor (First Legislator Named!

7A-noi (Re-,. 12/Bn
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SENATE
1/13/31 FURTHER: jLciary
Date: 22 February, 1981
Mr. President:
The Committee on I7BOR & COMMERCE lias had SB 43

relating to filing insurance forms

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 1 do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)
"An act relating to filing [X ] same
[X 1 replace with CS for-insurance policy forms" [ 1 new title

and recommends

[ 1 AND attaches a "Letter of Intent- ( 1 New Fiscal Note
[ 1 reports 1t back without recommendation
.j - wen*t
[ 1 referred to the Commi ttee
| IAY .
MEMBERS SIGNING MEMBERS HAVING
g0 PASS OTHER RECOMMENDATIONS
17-1Y

V - memfyv im
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CHAIRMAN
S 60 (Rev. 12/78)
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February 23, 1981
COMMITTEE MEETING MINUTES

The meeting was called to order at 3:05 P.M. Dby Chairman
Mulcahy. Those present were: Senators Hohman, Ziegler,
Fanrenkanp and Rodey.

First on the agenda was SB *)6 "An Act relating to registra- \
tion of construction contractors."”

Mr. Daryl Cody, for the Association of General Contractors
testified in oposition to SB *J6, stating that although this
is a conformity issue, AGC does not feel it is imperative.
AGC feels that Alaskan contractors should meet the qualifi—
cations and standards of our inuustry, and this proposed am-
mendment opens the process to irresponsible bidding, slows
down the bidding, and creates confusion. "tape reading 026
to 1551

Mr. John Scribner, with the Department of Labor testified 1in
favor of SB 46, stating that the proposed changes simplify
the bidding process and eliminates confusion, (tape reading
170 to 2711

Next on the agenda was SB 50 "An Act relating to unemployment
Insurance; and providing for an effective date."

Mr. Art ZIl1llg, with the Department of Labor testified in
favor of SB 50, explaining that subsequent to drafting the
original bill, Federal Government enacted legislation which
required State compliance. CSSB 50 Includes all the provi—
sions of conformity except one In section 3; substitute "and”
Instead of "for™. Mr. Zillig continued by giving a section
by section analysis. (tape reading 281 to A72)

Next on the agenda was SB ~3 "An Act relating to Insurance.”

Chairman Mulcahy requested a motion to move CSSB ~3- The mem—
bers were 1in agreement with this.

The meeting was adjourned by Chairman Mulcahy at 3:30 P._M.
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Senate
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Official Business Juneau, Alaska 99811

COMMITTEE MEETING MINUTES:

Committee meeting held 23 February, 1981; All committee mem—

bers present.
Sen. Mulcahy opened meeting and addressed SB 46; called for testimony.

Mr. Daryl Cody"s testimony reflected the position of AGC; expressed ob—
jection to SB 46. Although a conformity 1issue, AGC does not feel it is S
imperative. Alaskan contractors should meet the qualifications and stan—
dards of our industry, and this proposed ammendment opens the process to

irresponsible bidding, slows down the bidding, and creates confusion.
Mrs. Brice supported the testimony of Mr. Cody.

Jon Scribner testified for DOTPF expressing the departments position
that the proposed changes simplify the bidding process, reduce the

number of documents, and eliminates confusion.

Sen Mulcahy quesLioned Mr. Scribner about "outside™ contractors having

access to the bidding process and receiving contracts.

Mr. Scr.ibner responded that- although the possibility exists, that hasn"t

been the case on the Federally issued contracts.
Sen Fahrenkamp asked Mr. Scribner what documents would be eliminated?

Mr Scribner responded that the same documents would be required, how-—

ever confusion would be minimized, and we would have more good bidders.

Sen Fahrenkamp asked whether we shouldn"t eliminate some of the documents?



SEN Mulcahy asked for additional testimony and went o”~~to CSSB 50.

Art Zillig Department of Labor, gave testimony on CSSB 50, explaining
that subsequent to drafting the original bill, Federal Government en—
acted legislation which required State compliance. CSSB 50 includes
?.1 the provisions of conformity. Continued testimony by giving a

section by section analysis.

Sen Fahrenkamp asked question about suitable work section and conformity.

Sen Ziegler asked about fiscal 1impact.

Sen Hohman replied negative fiscal impact

Sen Mulcahy called for further testimony, and then continued to CSSB 43.

Don Koch expressed the position of the Div. of Insurance, and explained

that they were 1in aggreement with the CS.

Sen Mulcahy asked for further testimony and the entertained the motion

"0 pass the committee substitute.
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Summary - SB 43 - Rules/by Request

"An Act relating to filing of insurance policy forms."

The addition of subsection 5 to 21.42.130 would insure State
compliance with P.L. 96-265 which creates a certification process
for certain types of insurers, setting new standards for medicare
supplemental insurance, and including a requirement for premiunm

benefit ratios in medicare supplemental 1insurance.

There 1is an apparent federal deadline of July 1, 1982 by which
time States must act on che requirements concerning medicare supple—
mental 1insurance. However, federal surveys of state laws beginning
on July 1, 1981 will be used to assess the need for federal interven—
tion. Therefore, it is felt that the issue must be dealt with immedi —

ately to avoid such intervention.

The Federal Law - P.L. 265 - 1is the Social Security Act adopted
by the 96th Congress. The "Baucus Amendment® of the Act required that
states comply in two areas concerning medicare supplemental insurance:

el. States shall adopt minimum standards of coverage for medicare
supplemental policies.

There is sufficient statutory authority to comply with this requirement
under 21.42.120, Filing of Forms.

2. States must enforce cost/benefit ratio regulations.
It is felt, by the Div. of Insurance, that SB 43, with the addition of

subsection 5, will comply with the federal requirements.

Fiscal Impact - 0



February 97, 1981

Senate Labor 5 Commerce Committee Meeting

The meeting was called to order at 3:10 P.M. by Chairman
Mulcahy. Those present were: Senators [llohman, Ziegler
Fah rcnkamp and Rodey .

First on the agenda was SB 19 "An Act relating to the legal
rate ot" interest; and providing for an effective date."

Chairman Mulcahy mentioned that a line of credit funds should
be a matter of separate legislation.

Mr. Don Rhoades, President of "copies Bank 1ir. Anchoragc, tes
tified on SB 19, citing the Belt & Daniels report, 1i9S0 Fed-~
oral Deregulation Act, as to irpact on banks tape reading 038
to 150) .

Mr. Rhoades stated that Federal regulations pre-empt state
usury laws at $25,000.

Senator Rodey stated that pre- nption for $25,000 will apply

April 1, 1983; we are taking o rselves from within a Federal
scheme and developing our own sury statute. Banking dereg-
ulation aliows us to do it. il are exempting the State of

Alaska From the re-lcral Act ar. wish to set cur own usury rate.
Senator Rodtv moved to amend S 19 by de "etin: the figure $100,000
in line 17, page 1 of .IB 19 to read $25,000. There were no ob-
jections .

SB 19 was passed out of Committee with "Do Foss"™ recommendations.

N*ext on the agenda was SB 13 n Act relating to filing 1insur-

anee policy forms."



page 2
Senate L 6 C Committee Meeting
February 9, 19S1

Mr. Don Koch, Alaska Division of Insurance testified on SB M3.

He stated that the Division of Insurance ask through the Governor
to respond to Federal legislation which will put the Federal
Government 1in a position to regulate medicare supplement 1insur —
ance, unless the State of Alaska takes certain actions:

1.) Adopt minimum standards for medicare supplemental
policies.

2.) Implement 1loss ratio regulation toexamine relation—
ships of benefits to cost - Public Law 96-263 effec—
tive July 1, 19S2. (tape reading 322 to 546)

Mike Thomas, lobbyist for the American Council of Life Insurance
testified on SB 43. lie felt that the Federal regulations are
not necessarily reflective in SB 43. He also felt there were
two problems with the bill:

1) It gives the Division the authority to set and approve
regulations in all phases of insurance.

2.) This bill may not give enough authority t < meet re—
quirements. Present statutes do not give authorities,
(tape reading 550 to 64D)

Chairman Mulcahy felt that further staff research 1is “ceded.

The meeting was adjourned by Mulcahy at 3:40 P._M.
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CFHCEOF THEQOAL tSSKIKER | JUNEAU. ALASKA 99811

Phone: 465-2500

February 10, 1S81

Honorable Bob Mulcahy, Chairman
Senate Labor and Commerce Committee
Pouch V

Juneau, Alaska 99811

Dear Senator Mulcahy:
Re: Senate Bill 43

On Monday, February 9, 1981, Don Koch of this department appeared
before your committee in support of SB 43. A representative of the
Health Insurance Association of America (HIAA) also appeared and
presented that association®s views on SB 43 which were partly 1in
conflict with Mr. Koch"s testimony and position. Your committee
suggested that it would be appropriate for this department and

HIAA to attempt a compromise solution to conflicts.

With the assistance of Mr. Mike Thomas, HIAA"s representative, we
have worked out a resolution of our differences and ask that you
offer the enclosed revision as a substitute to SB 43. It accom—
plishes the desires of this department in a manner acceptable to
HIAA. We sincerely appreciate the reception that you and your
committee have given this proposal.

Tharles R. Webber
Commissioner

CRW/val21G7
Enclosure



* Section 1. AS21.42.130 is amended by adding a new subsection to

read

(5) provides benefits which are unreasonable in relation to
the premium charge, but this subsection shall not apply to life insurance,

annuities or group disability insurance.

* Section 2. AS 21.84.590 is amended by adding a new subsection to

read:

(10) AS 21.89.050

* Section 3. AS 21.87.340(16) is amended to read:

(16) AS 21.89.040 and AS 21.89.050

* Section 4. AS 21.89 is amended by adding a new section to read:

AS 21.89.050. Medicare Supplement Insurance. The director shall
from time to time adopt regulations necessary to comply with the
requirements of Section 507(a) of Public Law 96-265 enacted by the

Congress of the United States, and of any amendments to that section
and of any federal regulations pertaining to that section, 1in order

that this state shall retain its full authority to regulate minimum

standards for medicare supplement insurance.
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February 10, 19H1

The Honorable Robert Mulcahy

Chair,

Senate Commerce & Labor Committee

Alaska State Senate

Pouch
Juneau,

"v', Mail Stop 3100

Alaska 99811

Re: Senate Bill 43

Dear Senator Mulcahy:

I have reviewel Commissioner Webber®"s letter

of February 10, 1981, and the enclosed proposal for a

committee substitute.

The proposed language will, v:e

believe, adequately and appropriately deal with the
director®s concerns, and we urge 1its adoption.

MTT/dh

Thank you for your consideration on this bill.
Very truly yours,

ROBERTSON, MONAQLE”™ EASTAUGH & 3RADLEY
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M EMORANIDUM

TO: Senate Labor & Commerce DATE: February 5, 1981
Committee Members

FROM: Senator Mulcahy, Chairman

RE: Research / SB 43

The attached memorandums are the result of a request of the
Legislative Affairs Agency for a legal opinion regarding SB 43

in its compliance with P.L. 96-265.

The second memo is possible alternate language and placement

for the intent of SB 43; also prepared by L.A_A.
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SUBJECT: Filing Insurance Policv Forms - SB 43
(Work Order Mo. 12-0479)

T0: Senate Labor and Commerce Committee
ATTN: Linda Otev

FROM: Linn H. Asper
Legislative Counsel

You have asked if SB 43 as drafted, 1if enacted, will insure
state compliance with P.L. 96-265 (42 U.S.C. Sec. 1395ss)
and prevent federal intervention to regulate medicare
supplemental 1insurance policies.

P.L. 96-265 creates a certification process for certain types
of insurers, setting new standards for medicare supplemental
insurance, including a requirement that such policies must
be designed to pay out at least 75 percent of premiums
collected in benefits. [42 U.S.C. Sec. 1395ss(c)(2)]- This
is a federal requirement not directly related to state
insurance laws, but if a state has not created requirements
similar or identical to the federal requirements by July 1,
1982, the federal certification will come into play,
superseding state regulation 1in this area. The State of
Alaska favors state rather than federal regulation of the
insurance induscry in Alaska and thus wishes to obtain
legislative authority to control premium-benafit ratios by
enactment of SB 43.

The Division of |Insurance has stated thatthe federal deadline
of July 1, 1982 is misleadingin that there 1is to be a federal
survey of state laws existingon July 1st of this year which
will be used to assess the need for federal intervention.

The Division believes that changes in state law which become
effective before July 1, 1982, but after July 1st of this

year will not prevent the federal intervention which they

seek to avoid. If the Division is correct, ar.;”l have no



Senate Labor ai~"CoArce Committee N .V
Page 2 W ”> .
January 28, 1981

ason to doubt them on this, then they do need authorizing

"_gislation during this session to allow them to make
regulations before July 1st of this year to avoid federal
intervention.

It appears that S3 43 will give the Division of Insurance

the authority it needs to avoid the threat of federal
intervention as to medicaid supplemental insurance. It
should be noted that the bill as written would allow
remulation of premium-benefit ratios in all insurance
policies written in the state, not _just medicaid supple—
mental insurance. This broad authority may be desirable but
it is not required by the new federal law. I also have some
difficulty with the placement of the new law in AS 21.42.130,
which has to do with insurance policy format, not substantive
regulation of insurance rates. It might better be placed 1in
AS 21.89 MISCELLANEOUS PROVISIONS, but its placement in

AS 21:;42.130 will not invalidate the law.

To summarize, SB 43 will have the effect of supplanting federal
certification procedures 1in the area of premium-benefit ratios
in medicaid supplemental 1insurance, 1if enacted this session.

It goes beyond_medicaid supplemental insurance, and, in fact_.
gives the"Division of_"Insurance power to set premium-henefit
ratios for all insurance, policies”

LHA :jdn
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M 0ORANDUM February 4, 1981

SUBJECT: Possible alternate language for SB 43
(Work Order No. 12-0479)

T0: Senate Labor and Commerce Committee
Attn: Linda Otev, A.A.

FROM: Linn H. Asper
Legislative Counsel

In connection with my memorandum of January 28th on SB 43, |
have prepared the following alternate language for SB 43 to
limit the bill tc medicaid supplemental 1insurance. As noted
in the memorandum, 1 would place the novw/ language in AS 21.89,
as fTollows:

AS 21.89 1is amended by adding a new section to read:

Sec. 21.39.G60. MEDICAID SUPPLEMENTAL INSURANCE. A
medicaid supplemental 1insurance policy may not be issued
unless it provides benefits which are reasonably related
to the premiums charged, based on guidelines as set out
in regulations to be adopted by the director. In this
section "medicaid supplemental 1insurance policy" means

a health insurance policy or health benefit plan offered
by a private entity to individuals eligible for medicaid
benefits, to provide reimbursement for medical expenses
not covered by the medicaid program.

LHA: 1jb

0.

1
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Chapter 89. Miscellaneous Provisions.

" Settlements. A settlement made under a motor
» Ity Msui'ance policy of a claim against an insured aris-
Policy from an accident of other event insured

' Jj'IR""e to or de-truc:°n  property owned.py apother
" lnot 130 construed as cn adws%leonyof HaEﬁYy By the

insured, or the insure.”; recognition of :hat liability, with resp

to any other claim ari-'-g from the same accident or event. 71
settlement shall be)|rac’m|ssab|e in evider.ee in any legal action ¢

| ch 123 SLA 19G6

l.vnhl.V.ivo loinmitUt < rt—For 123. ?".A 1PCG, toe House J:--.
m -7tr. ch. ([:UC page 811.

- i

Src. XI.™.
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February 5, 1981

Rocera Mulcahy

Chair, Senate Conneree & Labor Committee
Alaska State Senare
Pouch "v", Mail Stop 3100
Juneau, Alaska 99311
Re: SB 43
Dear Senator Mulcahy:

SB 43 has been

Governor because of Federal
which became part of PL 96-265,

Amandntent,

S. rurity Amendment L/aw.
requirements
medicare supplement policies,
supplement policies.
government

federal

federal
a state that 1is

Panel

program meeting
of
ority that they
which they do
poLicy forms

established
established by July 1,

Insurance believes chat SB 43 gives

not presently have:
if benefits are

introduced at the request of the
Legislation known as th” Baucus
the 1980 Social
The Amendment establishes minimum
regulation of individual
and for some group medicare
The Amendment requires that the
regulate any such medicare supplements 1in
found by the Supplemental Health Insurance
under PL 96-265 not to be expected to have
1982 an approved state regulatory
standards of the statute. The Division
them the only auth-—
Baucus Amendment
power to disapprove
to be reasonably

for the

the

under the
the
net found

need to have

related to premiums.

This
Council of Life

thv Me alth
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required by the Baucus Amendment and are seriously

are not
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supply all
eance lacks

me Baucus

letter

Insurance Association of America.

is written on behalf of the American
and its sister trade association,
Tne Council
does things which

Insurance,
its present form,

We also believe that che bill does not 1in

of the authority, the Alaska Division of
to adopt regulations completely complying

Amendment.
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February 5, 1981

Roberc Mulcahy

Chair, Senate Commerce & Labor Committee
Alaska state Senare

Pouch "Vv", Mail Scop 3100

Juneau, Alaska 99311

Re:

SB 43

Lear Senator Mulcah

SB 43 has been
Governor because of Federal
which became part of PL 96-265,
Security Amendment Law.
requirements
medicare supplement policies,
supplement policies.
government
is found by the Supplemental
established
established by July

Amendment,

federal

federal
a state that

Panel

program meeting
of
ority chat they
which chey do
policy forms

Insurance believes that SB 43 gives

not presently have:
if benefits are

introduced at the request of the
Legislation known as the Baucus
the 1980 Social
The Amendment establishes minimum
for the regulation of individual
and for some group medicare
The Amendment requires that the
regulate any such medicare supplements
Health Insurance
under PL 96-265 not to be expected to have
1, 1982 an approved state regulatory
standards of the statute. The Division
them the only auth-—
Baucus Amendment
power to disapprove
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in

the
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the
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need to have-
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This
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We also believe that the bill does not in

of che authority the Alaska Division of
to adopt regulations completely complying

Amendment.
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In general, Baucus calls for a regulatory progranm
to require insurance policies and Blue Cross/Blue Shield
Plan medicare supplements to meet minimum standards of an
NAIC 1979 Model Act and Regulation, and to meet minimum 1loss
racio standards. The NAIC 1979 Models generally establish
minimum standards for policy benefits and provisions, pro—
hibit certain types of policy provisions, have some dis—
closure requirements, and require the 1insurer to furnish a
prescribed notice when its policy replaces another policy.

The NAIC, with HIAA input, revised its Model Act
and Regulation in December 1980, to produce what we hope is
a regulatory plan that meets the Baucus requirements.
Unfortunately, Baucus contains some ambiguities which are
not yet resolved, and the federal regulations have not yet

been issued. The enclosed copies of the revised NAIC Model
Act and Regulation have been marked by hand to correct some
errors. Most states will probably adopt both the Act and

the Regulation in this form.

The 1Insurance Division believes that under AS
21.42.130(2), requiring the Division to disapprove a policy
form if it contains a "misleading clause,”™ or an "exception
or condition which deceptively affects the” risk purported to
be assumed in the general coverage of the contract,"” they
can disapprove any policy form that purports to be a medi—
care supplement if it does not meet the requirements of the
regulation they expect to adopt on medicare supplements.

We disagree with the Division®s approach because
the Division has not been giv-n statutory authority to
establish minimum standards for medicare supplements; that
is, they may not establish minimum benefits or required and
prohibited provisions. The Amendment also would appear to
us to be 1inadequate because some of the Baucus requirements
have nothing to do with the approval or disapproval of a
policy form under AS 21.42.130. What we are most concerned
about 1is that it may be decided at the federal level that
the Insurance Division did not have the authority to adopt
the regulation, and that therefore the state is not 1in

complianee with Baucus.

Ironically, while the present bill may include toe
little to satisfy the requirements of the Baucus Amendment,

it also includes in other ways much more than is needed to
respond to Baucus, and we are concerned about this over —
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inclusiveness as well. S3 43 by its terms is not limited to
Medicare Supplement coverage. The bill applies to all types
of insurance policies that are subject to AS 21.42.130,
including life insurance, annuities, and all disability
(health) 1insurance. Also, although casualty insurance is
subject to actual rate regulation under AS 21.39, there are
some exceptions to such regulation included in Sections 20
and 40, and these exceptions seem to be inconsistent with
the proposed amendment. We point out in passing that the
Blue Cross/Blue Shield carriers are not subject to this
Section, because their policy form and rate provisions are
in AS 21.87.

Health insurance rates are normally established by
insurance company life actuaries, or sometimes by specially
trained health actuaries. The process of setting rates 1in
this area 1is very complex. Insurance departments are
generally not equipped to regulate health insurance rates.
Among other things, the qualified actuaries are simply not

available. Part of the problem is due to the complexity of
the process of rate making, but part of it is also due to
the diversity of coverages. For example, rates for the same

individual policy may be quite different, depending on risk
characteristics of the people it is marketed to, and group
policy rates are normally different for each group. Health
insurance rates are in fact regulated by the intense com—
petition in the business among the large number of health
carriers. The exception is in the case of credit health
insurance, where coverages are standardized and simplified
and there 1is reverse competition in the sense that the
higher the rate 1is set, the more the 1insurer can pay the

creditor for its services. In that area, insurance rates
are regulated by 1insurance departments. In Alaska, credit
life and disability are governed by a special chapter, AS
21.57.

We are not sure that the Insurance Division really
intends to exercise any authority over group health 1in-—
surance rates, except to the extent required by Baucus for
medicare supplements. We would be opposed to their being
jiven the authority to do so in the future.

An alternative to SB 43 which would avoid both
over-inclusion and under-inclusion, would be a bill which

simply and directly authorized the Director to adopt
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whatever regulations are necessary to meet the minimunm
requirements of the federal law. A draft of a bill which

would do that i1s enclosed.

As stated at the beginning of this letter, the
impetus for S3 43 is the 3aucus Amendment. There are some
interpret if .on profc".ens in the Amendment, and the federal

regulatio s have not been adopted. Those regulations may
clarify, jonfuso, or add to, the requirements. The state’s

need to retain adequate authority to regulate insurance 1in
the face of the Baucus Amendment can be met simply and

directly, without either raising questions about the
adequacy of the state®s authority, or getting into com—

plicated questions of rate regulation beyond medicare
supplement insurance. We would urge that this -.tore direct
approach be wused.

Thanh you for this opportunity to comment on S$343.
I would be glad to obtain any further information the

Committee may want that the Association has availableto it.
I would appreciate being advised of any scheduled hearing on

cht bill.

Si neerely,

ROBERTSON, MONAGLfc, EASTAUGH & BRADLEY
i ;

; ;.w/ -
M. ?4 Thomas

MTT :vb
Enclosures
cc: Charles D. Kuhnen (w/o0 enclosures)

Bill Lincoln (w/o0 enclosures)



Attachment A

Section 1. AS 21.36 1is amended by adding a new section to read:

Section 21.36.360. Medicare supplement insurance. The
Director shall from time to time adopt such rules as are necessary
to comply with the requirements of Section 507(a) of Public Law
96-265 enacted by the Congress of the United States, and of any
amendments to that section and of any Federal regulations pertaining
to that section, in order that this State shall retain its full
authority to regulate minimum standards for Medicare supplement
insurance.
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Summary - SB 43 - Rules/by Request

"An Act relating to filing of insurance policy forms."

The addition of subsection 5 to 21.42.130 would insure State
compliance with P.L. 96-265 which creates a certification process
for certain types of insurers, setting new standards for medicare
suppleme®tal insurance, and including a requirement for premium

benefit ratios in medicare supplemental 1insurance.

i*r man apparent federal deadline of July 1, 1982 by which
time States must act on the requirements concerning medicare supple—
mental 1insurance. However, federal surveys of state laws beginning
on July 1, 1981 will be used to assess the need for federal interven—
tion. Therefore, it is felt that the issue must be dealt with immedi—

ately to avoid such intervention.

The Federal Law - P.L. 265 - is the Social Security Act adopted
by the 96th Congress. The "Baucus Amendment® of the Act required that
states comply in two areas concerning medicare supplemental 1insurance:

1. States shall adopt minimum standards of coverage for medicare
supplemental policies.

There 1is sufficient statutory authority to comply with this requirement
under 21.42.120, Filing of Forms.

2. States must enforce cost/benefit ratio regulations.
It is felt, by the Div. of Insurance, that SB 43, with the addition of

subsection 5, will comply with the federal requirements.

Fiscal Impact - 8
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Phone: 465-2500

January 20, 1981

honorable Bob Mulcahy

Chairman, Senate Labor and
Commerce Committee

Pouch V

Juneau, Alaska 99811

Dear Senator Mulcahy:
RE: Position Paper SB 43
Thank you for your request for information on SB 43.

The recent passage of Public Law 96-265 in the Federal Congress has
the effect of transferring a portion of the regulation of insurance
to the Federal Government unless the various states establish ~ertain
equivalent programs and do so on an extremely short time frame.

The insurance industry has traditionally been regulated by the various
states, individually. This approach was reinforced in 1945 with the
passage of the McCarran-Ferguson Act (15 USCA 1011-1015). There has
been a fairly steady attempt to bring such regulation under a federal
agency, particularly by the Federal Trade Commission, which has been
resisted by the states with equal fervor, ihe principal argument a:
the federal level has been that insurance is interstate commerce and
should be regulated by a federal agency. The states, on the other
Land, argue that the federal bureaucracy is either unable or unwilling
to recognize and be responsive to local conditions and needs. Due

to Alaska®"s population relative to the rest of the nation, this 1is

an argument that has a good deal of substance. In fact, Alaska has
already experienced a situation that accents the State®s concerns

and did so at the expense of Alaska®s citizens to the tune of about
$36,000, and that was in 1972 dollars.

Public Law 96-265 addresses changes in the Social Security Act and
includes language dealing with medicare supplemental policies. It has
two requirements termed i"The Baucus Amendments® which impact State
regulation of insurance. The first requirement concerns adoption of
minimum standards of coverage for medicare supplemental policies.

Timr ivision of Insurance has sufficient "statutory authority to es-
tablish the necessary standards based on an argument that it would be
a misrepresentation to offer or sell a contract of insurance that
purports to be a medicare supplemental policy unless it provides

the adopted minimums. This can be accomplished by regulation ana work

H *
08-M2LH on it has commenced
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The qgennri requirement of "The Baucus Amendment™ is for cost/benefit
ratio regulation. This 1is the area in need of a legislative solution.
The Division of Insurance does not currently have rate regulatory
authority over disability or accident/health kinds of insurance in—
cluding medicare supplemental policies. It, in fact, wishes to

avoid rate regulation of the kind now applied to property and casualty
kinds of insurance as there would be a fiscal impact not commensurate
with the results. Hov/ever, it would be appropriate to .determine a
reasonable ratio of cost fq hppofit which could be regulated rather*
simply based on information supplied to the division annually, thus
avoiding an elaborate and costly actuarial review process.

Under the federal Ilegislation, the Secretary of Health, Education and
Welfare is required to establish a certification program with respect
to the various states that policies issued iri those states meet certain
standards, unless a state has est. bllshed a program to regulate the
minimum standards and cost/benefit relationship as previously noted.
The secretary is to base his actions on a study to be completed by
July 1. 1981, so we are faced with an exceptionally short time frame

to act and avoid this federal intrusion.

The proposal modifies the reasons under which the Division of Insurance
may base the refusal of a filing of a contract form, to include an
inappropriate relationship between the benefit provided and the cost

of the coverage. This responds to the federal action concerning medicare
supplemental policies. It also addresses other kinds of insurance
subject to filing under AS 21.42.

We are prepared to offer testimony and/or respond to questions when
this issue is heard before your committee.

Charles R. Webber
Commi ssioner

CRW/jarES8
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§ 2142130 Insurance 821.42.130

to the manner of distribution of benefits or to the reservation of
rights an . benefits under life or disability insurance policies and
are at the request of the individudl policyholder, contract
holder, w certificate holder. Forms for use in property, marine
(other t,un wet marine and transportation c_overages%,_ casualty
and surety insurance coverages the filing required by this section
may be made by rating organizations on behalf of its' members and
subscribers; but_ this” provision does not prohibit a member or
subscriber from f|||n% the forms on its own behalf, _

b) Each fI|Inﬁ shall be made not less than 30 days in_advance
of dellve(rjy. At the expiration of the 30 days the form _filed shall
be considered approved unless. before the” 30-day period it has
been affirmatively approved or d[sapProved by order of the director.
Approval of the“form by the director constitutes a waiver of the
unexpired portion of the waiting period. The director may ex-
tend b)r] not more_than an additional 30 days the period within
which he may affirmatively approve or disapprove the form, b
8|vmg notice of the extension before expiration of the initial 30-

ay period. At the expiration of the extended period, and in the

absence of a_prior affirmative_approval or disapproval, the form
shall be considered a;r)]proved., The director may at any time, after
notice and for cause shown, withdraw the approval. ,

(c) An order of the director disapproving the form or with-
drawing a previous approval shall state the grounds and the par-
ticulars_in such detail as reasonably to informi the insurer thereof.

(cl) The director ma>{, by order, exempt from the requirements
of this section for as long as he considers. proper an- insurance
document or form or typé thereof as specified. in the order, to
which, in_h's opinion, this section may not practicably be applied,
or the filing and approval of whichare, in his opinion, not de-
sirable or nécessary for the protection of the public. o

(e) This section applies also to.a form used by domestic in-
surers for delivery in° a_ jurisdiction outside this state, if the
insurance supervisory official of the jurisdiction informs the di-
rector that the form ‘is not subject to approval or disapproval by
the official, and upon the director's order requmng the form 10
be submitted to him for the purpose, The applicable same stan-
dards §' %I a plsy to these forms ns apply to forms for domestic
use. (8 Len 120 SLA 1960)

Sec. 21.42.130, Grounds for disapproval. The director shall dis-
approve a form filed under | 120 of this chapter or withdraw a
previous approval thereof, only if the form _
th_(1)_”|s In any respect in violation of or does not: comply with

IS Ie; . : :

. (') contains or incorporates by reference, where incorporation
IS permissible, an inconsistent, ambiguous, or misleading clause,
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S 21.42.140 Alaska Statutes § 21.42.1G0

| .4.51. /. . . .
or excepUSon ar.figcon_én&io% which deceptively affects the risk pur-
1.rted to be assumed in the general coverage of the contract;

(3) has_a title, heading, or other indication of its provisions
vhich is misleading; , , _

(4) is printed “or otherwise reproduced in a manner which
renders a %rowsmn of the form substantially illegible. (§ 1 ch
120 SLA 19GG)

Sec. 21.42.140. Standard provisions, (a) Insurance contracts
shall contain the standard or uniform provisions which are re-
quired by the applicable provisions of this title_pertaining to con-
tracts of particular kinds of insurance, The director may waive
the required use of a particular provision in a particular insur-
ance policy form if N _

(1) he“finds the provision unnecessary for the protection of
the insured and inconsistent with the Burp,oses of the policy; and
2) the policy i- otherwise approved by him. , _

No ‘policy may contain a provision Inconsistent with a
standard or uniform”provision used or required to be used, but
the director may approve a substitute provision which_ is, in his
opinign, not less favorable in any particular to the insured or
beneficiary than the provisions otherwise required, =

(c) I lieu of the provisions required b)( this title for con-
tracts for particular kinds of insurance, substantially similar pro-
visions required by the law of the domicile of a foreign or alien
insurer may be used when approved by the director, . _

d) A provision required by this title to be contained in a policy
cannot be waived by agreement between the insurer and another
person. (S 1ch 120 SLA™19GG)

Am. Jur., Al.lt find C.J.S. refer- affecting eiiforelbility ef pulley prn-
eiicen.—Hit Am. .h:r., Insurance, if vision against insurer, 113 AIl.R 773.
180 to 188. <4 C..1.S. Insurance L* 241* to 201,

liepnrturc front standard policy as

Sec.. 21.42.1,10. Policy .must confain entire contract. The policy,
when issued, shall confain the entire contract between the parties,
and neither the. insurer nor its agent or representative, nor a per-
son insured by the policy, may make an a(i_reemen_t as to the in-
surance which is not expressed in the policy. This section does

not prohibit the modification of a policy, aftér issuance, by writ-

tl%réé)ider or endorsement issued by the nsurer. (Jj 1 eh 120 SLA
Sec. 21.42.1G0. Contents of policies in general, (a) Each policy
shall specify _
1) the names of the parties of the contract;

{2 the .-abject of the insurance;
3) the risk" insured against;

120
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21.84.500 Alaska Statutes

(4) the society has a board of directors charged with the re—
sponsibility for managing its affairs in the interim between meet—
ings of its supreme legislative or governing body, subject to con—
trol bv the body and having powers and duties delegated to it in
the constitution or laws of the society;

(5) the board of directors is elected ty the supreme legislative
or governing body, except in case of fillinga vacancy in the interim
between meetings of the body;

(G) the officers are elected either by the supreme legislative or
governing body or by the board of directors; and

(7) the members, officers, representatives or delegates may not

vote by proxy. (81ch 120 SLA 1966)

Sec. 21.84.590. Ofher provisions applicable. In addition to the
provisions contained in this chapter, oth-r chapters and provisions
of this title shall apply to fraternal benefit societies, to the extent
applicable and not in conflict with the express provisions o: this
chapter and the reasonable implications thereof, as follows:

(1) AS 21.03

(2) AS 21.06, with the exception of AS 21.06.250

(3) The following sections of AS 21.09:
(A) AS 21.09.050
(an AsS 21.09.100

(4) AS 21.33.010

() AS 21.36

(6) AS 21.42.290

(") AS 21.69.370

®) AS 21.69.640

(9 AS 21.78.. a 1ch 120 SLA 1966«

Chapter 87. Hospital and Medical Service Corporations.

Section

Section
H), Scope of chapter
2d. Purpose and interpretation
Hit. Provisions exclusive
-10. incorporation—iVvtificntv of au-
thority reiplinil
r.0. Same—Law applicable; appro-
val of articles of incorpora-
tion; amendment.
(id. Name of corporation
70. Qualification;! for certificate of
authority
SO, Application for certificate au"
thority
1)0. Issuance or refusal tf certificate
of authority
100, Continuance or expiration of
certificate of authority

110, Suspension or revocation of cer-

tificate "f authority

120, Setvices anil benefits which may
he provided, medical service
¢ rporatiuns

iID Services and benefits which may
o - provided, hospital service
¢ rpoi ions

1Ji Medical service agreementi

!’.t 11 -pital service agreements

10. Sul -cribcr's contracts

17. Service agreements and sub-
scriber's contracts must pro-
vide substantial service bene-

m mg and approval of agree-

meats and contracts
lle  Charges and rates
N IN serves

Surplus fund

It.vestments

(t

§21.57.010

Section

2.10. P.-cords and aec<

2-i0. Ar.r.ual statitnei

250. Elimination

2001 Taxation

270. J. r.t operations

260. C r/.bined corpoJ

200. C- .-.tracts covet
umpensation r

Sec. 21.57.010. c
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821.87.34) Insurance ? 21.80.010
health care services 1. to he rendered to or on behalf ox the sub-
scriber hv a_?hysmlan or hospital that has entered into a service
agreement with the corporation covermﬁ_th Services:

(7) "participant hospital” is one which has entered into a ser-

vice agreement with a service corporation; _
(8)” “participant physician” means a doctor, dentist, osteopath,

optometrist, chiropractor or other licensed health care practitioner
who has entered into a service agreement with a service corpo-

ration;and
(9) “physician' includes also “surgeon.” (§ 1 ch 120 SLA 1960)

Sec.. 21.87.3-10, Other provisions applicable. In addition to the
Prowslons container or referred to prevm_usly in this chapter, the
ollowm? chapters ind provisions of this fitle also apply with
cespect 1o service corporations to the extent applicable ‘and not
in conflict with the express provisions of this chapter and the rea-
sonable implications. of the express provisions, and for the pur-
poses of the application the corporations shall be considered to be

mutual “insurers":
AS 21.

20
21
400
69.520
1.78.600, AS 21.69.n20, and AS 21.69.630

14) AS 21'90. (§ 1ch 120 SLA 1966)

Sec. 21.87.350. Existing certificates of authority. A health care
service contractor registered to do business. in this state on July
1, 1960, is entitled to'be registered under this chapter, whether or
?&t; Gl)t meets the requiremeénts of this chapter. (8 1 ch 120 SLA

P OO0 oy U1-=~00oro—
n
o

O

_ Chapter S9. Miscellaneous Provisions.
Soctiun
10. Suttk'Dicnts

Sec. 21.89,010. Settlements. A settlement made under a motor
vehicle liability insurance policy of a claim against an insured aris-
ing under that policy from an accident of other event insured
against for damnum to or destruction of property owned_by another
person shall nr ie construed as an admission” of liability by the

295
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Sec. 21.89.040. Eye care under health and accident insurance,
All policies, contract$, or prepaid plans for individual or group accident
or health insurance issued or delivered in the state on or after May 27
1976 wh. .h provide reimbursement for any service within the lawful
scope of practice of an optometrist licensed under AS 08.72, shall
provide for reimbursement to persons covered under the policy,
contract, or plan who had the service performed by an optometrist. (§°1

ch 84 SLA 1976)

Sec. 21.89.050. Arson information, (a) When an insurer has
reason to believe that a fire loss in which It has an interest may_have
been caused by other than accidental means, it shall immediately
supply a written report of that fact to the Department of Public Safety.

&)ﬂ When requested in writing by an authorized agency, an insurer
shall supply all_available information relating to a particular fire loss
‘0 the agency. The information requested may include_

. (1) inSurance (i)ollcy information pertaining to a fire loss under
investigation and any application for the policy;

2) policy premium payment records; ,

3 ah|storY of previous claims made by the insured; and,

4) material relating to the investigation of the loss mcludmg
statements of .t person who may have information about the loss an
any proof ¢f the loss. _ ,

(yc) Notification to the Department of Public Safety under la) of this
section does not relieve the insyrer of the duty to respond to a requc-st
for information from an authorized agency under (_bS)of this section,

(d?]_An authorized agency provided with‘information under (a+or tg
of this section may release the information to another authorize

agency.
_gfe) }&n_authorls_ed ag.ney shall share with the insurer all relevant
information relating t0 an’instance of suspected arson when
. (1) the Department of Law has determined that release of the
information ‘would not jeopardize the success of an ongoing
investigation and that there are adequate safeguards to insure the
confidentiality of the information; o N

(2) the agency has completed its investigation and a decision not to
prosecute has been made; of ,

(3) criminal Rro_secunon has been brought and the defendant i'As
pled quilty, or thejury or other trier of fact'has returned a verdict, and
no appeal has been fa'en. )

(f) As used in (a%— d) of this, section "authorized agency" means a
fire’department, a local or federal law enforcement agenc resPon3|bIe
for the |nvest|L?a_t|on of fires, the Department of Law, the state fire
marshal, the United States attorney’s office, and the Department rf
Pyblic Safety. As used in fel) ofthis section "authorized agency" meat;,
a fire department, a local faw enforcement agency reponsible for 1t
Investigation of fires, the Department of Law, the state fire marshal,

and the Department of Public Safety.
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FISCAL NOTE

L
Jﬂte it uaclzotnre?éting ro filing insuTamce moticy—forms
Requested bv governor %

. FISCAL DETAIL
Agency Affected Dpivision of Insurance
Program Category Affected Public Protection.
BRU, Program, or Subprogram(s) ‘ffected  Divisiop pf Insurance

Date bAEl

(Note: If more than one budqet companent is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 81 FY 82 FY 83 sv8 FY .85
100 PERSON ar SFRVICES 0
200  TRAVEL 0
300 CONTRACTUAL 0
200 COMMODITIES 0
500  EOUIPMENT 0
600 LAND & STRUCTURES 0
700  GRANTS. CLAIMS. ETC. n

FUNDING  (Thousands of Dollars)

PEDERAL FUNBS ﬁ |

OTHER (Specify Fund Source!

POSITIONS
FULL TIME 3
PART TIME :
TEMPORARY

1L ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)

FY 86

IV. DATE 1-20-81 PREPARED BY \kepirekn (. MomrneecOw. of Inswrance
- o AGENCY  Corcreerce * Economic Development

Original: Le3|slat|ve Finance PHONE 201

cC: Budget and Management

Primie Sponsor (First Legislator Named)

33-001 (Rev. 12/80
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SUMMARY SB 46, Rules by request

"An act relating to registration of construction contractors."

Bill ammends AS 08.18.011 relating to the registration process
required for contractors to work in the State. Presently, this
registration certificate is neccessary before an applicant 1is
allowed to submit a bid. This ammendment changes this to say that
the applicant does not have to have a certificate until he 1is
awarded a contract. The second portion of the bill addresses

a department name change frjm the Department of Commerce to the

Department of Commerce and Economic Development.
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February 22, 1981
COMMITTEE MEETING MINUTES

The meeting was called to order at 3:05 P.M. by Chairman
Mulcahy. Those present were: Senators Hohman, Ziegler,
Fahrenkamp and Rodey.

First on the agenda was SB ke "An Act relating to registra- \
tion of construction contractors."”

Mr. Daryl Cody, for the Association of General Contractors
testified 1in oposition to SE 7”6, stating that although this
is a conformity issue, AGC does not feel it is imperative.
AGC feels that Alaskan contractors should meet the qualifi—
cations and standards of our industry, and this proposed am—
mendment opens the process to irresponsible bidding, slows
down the bidding, and creates confusion. (tape reading 026
to 1551

Mr. John Scribner, with the Department of Labor testified 1in
favor of SB "6, stating that the proposed changes simplify
the bidding process and eliminates confusion. (tape reading
170 to 271).

Nexo on the agenda was SB 50 "An Act relating to unemployment
insurance; and providing for an effective date."

Mr. Art Zilllp, with the Department of Labor testified 1in
favor of SP. 50, explaining that subsequent to drafting the
original bill, Federal Government enacted leglslatio? which
required State compliance. CSZB 50 1 ”eludes all the provi—
sions of conformity except cne in section 3; substitute ™"arJ"
instead of "for". Mr. Zillig continued by giving a secuion
by section analysis. (tape reading 287 to ?72)

Next on the agenda was SB "2 "An Act relating to 1insurance.™

Chairman Mulcahy requested a mctlon to move CSSB ~13. The mem—
bers were 1in agreement with this.

The meeting was adjourned by Chairman Mulcahy at 3:30 ?.M.
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DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES
POUCH Zz

pepuTy COMMISSIOLER - DESIGNAND CONSTRUCTION JUNEAU, ALASKA 99811
(907) 465-3900

February 9, 1981
200H-

RE: Senate Bill 46

Chairman,

Serate Transportation Committee
Senator Bill fey

Pouch V

Juneau, Alaska 99811

Dear Senator fey:

Recently, we were asked by a staff member on the Senate Transportation
Committee for our conments on SB 46 relating to registration of construction
contractors.

Under existing State law, a contractor must be registered prior to submitting
i bid for a 3tate funded project. State law also provides that for projects
with federal funds, the federal funding agency regulations and laws supercedes
State law. In our case, federal regulations for federal-aid highway contrac-s

state:

"No contractor shall be required by law, regulation or practice
to obtain a license before he may submit a bid or before his bid
may be considered for award of a contract.”

In other words, contractors do not have to be registered bafore bidding on
federal-aid contracts; however, registration is required prior to award of
the contract. Hence, there is a difference between the requirements for
State funded jobs and those using federal funds. Tliis difference has caused
confusion among the contractors in submitting their bids and resulted in
delayed awards to contractors, and disqualification of otherwise responsible
law bidders. In isolated cases, this lias unnecessarily resulted in higher
costs tc the State.

(» proposed in S3 46, State requirements would be brought into lir.e with what 1is
already the case in federal-aid contracts. This would eliminate the confusion
during bid opening as to which procedure is in effect.



Senator Ray Stevens -2- February 9, 1981

We have also checked with the Department of Commerce & Economic Development,
and they have indicated that it takes them 7 to 10 days to issue a contractor"s
license after receipr of an application. Hence, we anticipate no problem in
making award of contracts promptly after bids are opened and checked according
to existing standard procedures.

Ln summary, it is our opinion that SB 46 would eliminate confusion during bid
openings and will increase the number of qualified bidders on projects, which
could result in cost savings to the State. We feel that this change will
provide significant benefits to the State while having or no adverse impact
on the contractors.

Sincerely

R. D. Bhumway, P.n
Deputy Commissioner (
Design & Construction

cc: Keith Specking
Legislative Assistant

Office of the Governor

Department of Commerce
& Economic Development

rds/jws/csm/mdh
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DEPARTMENT OF COMMERCE) A /
ECONOMIC DEVELOPMENT
POUCH D

DIVISION OF OCCUPATIONAL LICENSING / JUNEAU. ALASKA 99811
Phone: 465-2534

January 26, 1981

Honorable Bob Mulcahy

Chairman, Senate Labor and
Commerce Committee

Pouch V

Juneau, Alaska 99811

Dear Senator Mulcahy:
Re: Senate Bill 46

The Department of Commerce and Economic Development has reviewed Senate Bill
46, relating to registration of construction contractors.

This department supports SB46, as it conforms Alaska law to Federal Bidding
Guidelines. Since the Division of Occupational Licensing only deals with

the registration of contractors, not bidding processes, the minor program
effects of this bill would result in amending contractor registration appli—
cations and statute booklets for public distribution to advise of this
statutory change.

Additional funding is not needed to implement SB 46, since duplication costs
for contractor registration renewals are budgeted for annually by the depart—

ment.

Si

F& a/ Charles R. Webber
Commissioner



January 12, 1981

President of t Senate
Alaska State Legislature
Pouch V ..

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. |||, sec. 18, of the Alaska
Constitution, I am transmitting a bill amending the
construction contractor®s registration statute. The

bill amends AS 08.18.011 to remove an 1inconsistency
between state law and federal regulations (23
C.F.R. 635.108(a)) for highway federal-aid projects
and to allow the contract bid and award procedures to
be the same for state and federal contracts. The
.amendment would change the requirement that a
contractor be”registered before submitting a bid for a
pubJLic_jc_ontract to a requirement that he~or"™ she Tie
registered before 5elrrg”warded the- contracts "TwC
minor, clean-up amendments are aiso included 1in the
bill.

Sincerely,
5J ZTS /-/

Jay S. Hammond
Governor



Business and Profession

Article 1. Registration

Seciion
Registration anJ renewal fees
Registered name
Heauirements of nolitical subdivision

mc..i'slr.011. Registration required. It is unlawful for a person to
fevitmiU bid or work as a contractor until he has been issued a certificate
ef y">:ration by the Department of Commerce™A partnership or joint
YitWtre shall be considered registered if one of the general partners or
venturers whose name appears in the name under which the gartnershm
Or venture cioes business is registered. i8 2 ch 100 SLA 196S)

Uri-lu'.ive committee report. — For pt" ve system of licenses and permits

n. 10*J.SLA i '"HCiSLJ !e! am Jet:; ;ud to enhance Uie public safety and

liii'js House Jour.al, p. 54; confidence in the industry. Sumner Dev.

er*one engaged in buildi-.g trades Corp. v. Shivers, Sup. Cl. Op. No. 964 (File
Ik charged with awareness of the No. ."1301, 517 I'.2d 757 (1974).

mi. ii8.1S.021. Application for registration, (a) An applicant for
p.-ration as a contractor shall submit an application under oath upon
ft"ito be H)rescrl_bed Irthe commissioner and which shall include the
- mycg information pertair.ing to the applicant:

li employer social security number;

wtyPe of contracting activity, whether a general or a specialty
r.tractor and if the latfer, the type of specialty;

oJi the name and address of each partner if the applicant is a firm or

Itnership, or the name ar.c address of the owner if the applicant is
rectors, individual proprietorship, or the name and address of the corporate

beers and statutory agent, if any, if the applicant is a corporation.

') The information contained in the application shall be a matter of
‘hilc record and open to public inspection. (§ 2 ch 100 SLA 1908)

Sec. (hSISU2G Electrical contractors, (a) The department may not
-v a certificate of registration as an_electrical contractor fo an
'L'-nt unless the applicant is, or has in his employ, a person currently
»5ed as an electrical administrator under AS 08.-10.

ol .- i0 d" .rich applicant for an electrical contractor's certificate of

L 5§ 08.1>.100 — . N € 0

'|'§JE%|SI|<§;r?Ce|<§Ju§s i ¢X.Uion mav have more than one electrical administrator in his
. '

If tl* e.Mationship o: the only_electrical administrator with a
« smrad electrical contractor is terminated, the registration is void 30
v~after the next regularly scheduled examination unlecs the electrical
tractor Qﬁi h{g%a licensed electrical administrator in the interim.



1. REQUEST

le{ esolution No. . . . .
Title  An Act relating “"registration cf construction cgfftractors.
Requested by Governor | Date™ TZ7TI780

. FISCAL DETAIL _ . -
Agency Affected  Department of Transportation and Public Facilities _

Pro%ram Category Affected  All

BRU, Program, or Subprogram(s) Affected _
(Note: If more than one budqet_component IS affected, Separate line*item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES
200 TRAVEL
200 CONTRACTUAL
400 COMMODITIES
sop EQUIPNENT
0 LAND & STRUCTURES '
200 . GRANTS. CLAIMS. ETC.
TOTAL N 0 : , 0 ;

FUNDING  (Thousands of Dollars)

EENERAL FUND
EDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

Il ANALYSIS (Sec Fiscal Note Preparation Instructions, Section I11)

WiT1 sim plify the procedures and reduce confusion. No quantifiable savings.

IV. DATE December 11. 1980 PREPARED BY






jliate "erMkture

Senile
Conitkee @eacor &EPNAE o v

Official Business Juneau, Alaska 99S11

SUMMARY CS SB 50

SECTION 1; Pension payments are deductible from Ul benefits
only when a pension was maintained or contributed to by a base per—
iod employer, and the claimants service during that base period in—
creased the amount of the pension. The claimants.portion contributed
to the pension will not be deducted from his benefits. This change
bring;; us in”o conformity with PL 96-364.

Ammendment also distinguishes between pension payments and pay—
ments for dismissal pay, accrued vacation pay, sick leave or holiday
pay. Any such payment attributable to a week will be deducted from
benefits payable for that week.

SECTION 2: No benefits are payable for a waiting week, and no
benefits are payable for a week of unemployment within the benefit

year before the completion of a waiting week.

SECTION ; This section makes both ™"good faith" and "hﬁrdship"

a requirement for waiver of overpayments. Under the current provision,
a person who has not acted 1in "good faith"” may be absolved from lia—
bility for repayment if he can demorstrate "great hardship” would be
the result of repayment.

4

SECTION 4: Extended benefits will be denied as individual who
has been disqualified for regular benefits for voluntary quit, dis—
charged for misconduct, or job refusal, unless the disqualification
was terminated by subsequent employment.

Denial of extended benefits to persons who do not actively seek,
apply for, or accept suitable work when referred sucn work. (Suit—
able work 1is specifically defined in these provisions. Disqualification
can only be terminated by new employment of at least four weeks, and

by earnings of four times the weekly benefit amount.



SUMMARY CS SB 50 cont.

SECTION 5: An individual who files an Interstate claim for
extended benefits from a state in which an extended benefit period

is not in effect, will receive only the first two weeks of extended

benefits.

COMMENTS: The provisions of Section 1,2,4,and 5 are conformity

issues to comply with Federal Law.



taie legislature

Senate
Crnitee o0 &Crnare e v

Official Business Juneau, Alaska <9311

COMMITTEE MINUTES: 2 March 1981

Senator Mulcahy opened the Committee meeting and called for
testimony on CE"SB 50. Testimony was provided by Art Zillig fronm
the Department of Labor, and he explained that a further review
of the proposed bill indicated that two changes were necessary.

On page 4, delete the word "regular™ .(line2l1), and on page 5,
line 12, include (a) after the statute. The bill was then pas—
sed from committee.

The next bill addressed was SB 151, which included discuss —
ions by Sen. Rodey (pertaining to the cost of figuring interest),
Sen Ziegler about the philosophical 1issue of the Legislature even
addressing required interest to be paid by public utilities, and
Sen. Hohman questioning the purpose of having this legislation.

SB 151 will be discussed at a later committee meeting.

SB 166 was the final bill to be discussed. Sen. Mulcahy gave
a summary of the bill, explaining that the community of Betties
had been inadvertantly excluded from the benefit of power produc—
tion cost assistance and hence a language change was necessary to
include them within the original intent of the legislation. The

bill was moved without further objections.



Alaska |ltate "egtslatuxe

Senate
Crnitee @xasor & Souch v

B _ State Capitol
Official Business Juneau, Alaska 99811

.-ecruary 23, 1981
COMMITTEE MEETING MI1L,UTES

The meeting was called to order at 3:05 P.M. by Chairman
Mulcahy. Those present were: Senators Hohman, Ziegler,
Eahrenkamp and Rodey.

First on the agenda was SB 46 "An Act relating to registra- \
ticn of construction contractors.?”

Mr. Daryl Cody, for the Association of General Contractors
testified In oposition to SB 46, stating that although this
Is a conformity Issue, AGC does not feel it is imperative.
AGC feels that Alaskan contractors should meet the qualifi—
cations and standards of our industry, ~.nd this proposed am-
rendment opens the process to Ilrresponsible bidding, slows
down the bidding, and creates confusion. (tape reading 026
to 155).

Mr. John Scribner, with the Department of Labor testified in
favor of SB 46, stating that the proposed changes simplify
the bidding process and eliminates confusion. (tape reading
170 to 271).

Next on the agenda was SB 50 "An Act relating to unemployment
Insurance; and providing for an effective date."”

Mr. Art ZI1I1l1lg, with the Department of Labor testified 1in
favor of SB 50, explaining that subsequent to drafting the
original bill, Federal Government enacted legislation which

required State compliance. CSSB 50 Includes all the provi—
sions of conformity except one Ir. section 3; substitute "and"
instead of "for". Mr. Zillig continued by giving a section

by section analysis, (tape reading 287 to 472)
Next on the agenda was SB 43 "An Act relating to Insurance.”

Chairman Mulcahy requested a motion to move CSSB 43. The mem—
bers were In agreement with this.

The meeting was adjourned by Chairman Mulcahy at 3:30 P.M.



COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 5C
SECTION BY SECTION ANALYSIS

Section 1: AS 23.20.362
This section repeals and re-enacts AS 23.20.362 with the following changes:

)] The pension deduction provision required by Sec 3304(a)(15), FUTA, is
amended to conform with Public Law 95-364. Under this amendment, a
pension would be deductible from benefits otherwise due only if the
pension is provided under a plan maintained or contributed to by a base
period employer, and the claimant®s service in his base period increased
the amount of, or affected his eligibility for, the pension or other
retirement pay. In addition, that portion of the pension attributable to
the claimant®s own contributions will not be deducted from his benefit
amount. Public Law 96-364 does not require these changes to state pen—
sion deduction previsions; rather, it allows the state this option of
liberalizing the required provisions. However, the changes are equitable
and would benefit Alaskan workers. For example, the previous provision
required a 100% deduction even if part or all of the pension was based on
employee contributions. This, in effect, penalized individuals for
saving seme of their wages by deducting amounts which had actually been
earned long before the unemployment insurance claim was filed.

2) The proposed amendment also distinguishes between pension payments and
payments received for dismissal pay, accrued vacation and sick leave, or
holidays. The previous provision had the effect of prohibiting deduc—
tions for dismissal pay, vacation pay, or holiday pay unless the week
began in a period for which such payment was made. The proposed amend—
ment provides simply that any such payment attributable to a week will be
deducted from benefits payable for that week. Sick leave has been added
to the list of deductible payments. The rationale for deducting vacation
pay, holidays, etc., applies to sick leave as well.

Section 2: AS 23.20.375(b)

This section repeals and re-enacts AS 23.20.375(b) to require a waiting week
on all claims. The current provision waives the waiting week requirement on
transitional claims. However, Public Law 96-499 now requires that any state
which provides for payment "(at any time or under any circumstances) of regu—
lar compensation to an individual for his first week of otherwise compensable
employment”™ will not be reimbursed for the federal share of the first week of
extended benefits paid in the state. This requirement is not a standard for
certi "ication of state laws. The requirement must be met, however, if the
state is to receive the 50% reimbursement of the federal share of the first
week of extended benefits. This amendment conforms to Public Law 96-499.

Section 3: AS 23.20.390(b)

This section makes both "good faith™ and "hardship” a requirement for waiver



ANALYSIS CSSB 50 PAGE 2

of overpayments. The current provision allows an individual who has not acted
in good faith to nevertheless be absolved from liability for repayment if he
can show that great hardship would result from charging him with repayment.

Section 4: AS 23.20.406

This section amends AS 23.20.406 by adding new eligibility requirements for
receipt of extended benefits. These requirements are conformity standards
established by Public Law 96-499 and must be included in a state"s law for
weeks beginning after March 31, 1981, in order for the law to be certified by
the Secretary of Labor on October 31, 1981, and thereafter.

The amendments require the following:

1) Denial of extended benefits to an individual who has been disqualified
for regular Ul benefits for voluntary quit, discharge for misconduct, or
job refusal, unless the disqualification was terminated by subsequent
employment.

2) Denial of extended benefits to an individual who does not actively seek,
apply for, or accept suitable work when referred to such work. Suitable
work 1is specifically defined in the provisions. The disqualification can
be terminated only by new employment of at least four weeks and earnings
of four times the weekly benefit amount.

Section 5: AS 23.20.408

This section amends AS 23.20.408 to specify that only the first two weeks of
extended benefits are payable to an individual who files on an interstate
basis from a state in which an extended benefit period is not in effect. This
change is required, for certification of all state laws, by Public law 96-364.

This amendment was requested by Alaska and introduced by Senator Stevens.
House Joint Resolution No. 59 passed by Alaska®"s Legislature last year supported
this change.

The provisions of Sections 1, 2, 4, and 5 are conformity issues to comply with
federal law.
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DEPARTMENT OF LABOR /

P. O. BOX 1149
GIEC-THECOWENR | JUNEAU. ALASKA 99811

February 10, 1981

Mr. Mike Thill

Labor and Commerce Committee
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Mr. Thill:

Pursuant to our telephone conversation earlier today,
enclosed is a draft Committee Substitute for Senate Bill

No. 50, relating to unemployment insurance benefits.

Alaska®"s unemployment insurance law is tailored after the
federal law, and the Committee Substitute we are offering
incorporates changes which were nude to the federal law after
Senate Bill No. 50 was drafted.

Also enclosed are a section by section analysis and fiscal
note for this Committee Substitute.

IT you have any questions, we would be pleased to meet with
you at your convenience to explore this matter.

ihank you.
Sincerely,

Judy G. Knight
Special Assistant

Enclosures

07-GDLM
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DEPARTMENT OF LABOR

/ p. 0. BOX 1149
CHE-HECOMEIONR | = JUNEAU, ALASKA 99811

phone: 465-2700

January 20, 1981

Linda Otey

Senate Labor and Commerce Committee
Pouch 5

Juneau, Alaska 99811

Dear Ms. Otey:

I was pleased to meet with you on January 19 to review Senate Bill 50
dealing with the Department of Labor®s unemployment insurance (Ul)
program.

During our meeting, you expressed an interest in the fiscal impact of
Section 2 of Senate Bill 50 which provides for payment of extended U.L.
benefits to interstate claimants only if they reside in a stace which
may also pay extended U.l. benefits. H.J.R. 59, (copy enclosed) which
was passed during the last legislative session, endorsed this provision;
and 1 am enclosing a copy of the fiscal note that was submitted.

If you have any questions on this, or if | may be of assistance to you
in any other way, please do not hesitate to contact me (465-2700).

Thank you.

Sincerely,

Judy Knight
Legislative Liaison

Enclosures



January 12, 1981

President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska

Constitution, I am transmitting a bill relating to
unemployment insurance. The bill amends existing law as
follows:

Section 1 of the bill would conform the Alaska Employment
Security Act with amendments to federal law enacted on
September 26, 19T9. The bill would provide that a
deduction may be made from unemployment benefits for a
pension received by an individual only if ®"1) the pension
is derived from a plan maintained or contributed to by a
oase period employer; and (2) the services performed by
the individual after the beginning of the base period
affect eligibility for or increase the amount of the
pension. The federal 1law also permits a state to pay
unemployment benefits without deducting that portion of a
pension which 1is attributable to contributions made by
the individual. This change is equitable and is included
in the bill for your consideration.

The bill would correct a deficiency in existing law by
providing that payments for accrued vacation, sick leave
or holidays and dismissal pay. will be deducted from
unemployment benefits for the week to whi(they are
attributable.

Section 2 of the bill also would make state law conform
to federal law as recently amended. This provision would
prohibit payment of extended benefits under an interstate
claim 1if the claim 1is filed in a state in which an
extended benefit period is not in effect.



Section 3 of the Dbill would require a showing of both
good faith and hardship before the department may forgive
an indebtedness for overpayment of unemployment benefits.
Existing law allows an individual who has not a”ted in
good faith to be absolved from liability for repayment if
he can show that hardship would result.

Sincerely,

Jay S. Hammond
Governor



REQUEST

E_iIIQRcsolution_No: Housg Joint Resolution 59

Title  Restriction of Interstate Payments to Exten™d Rpr.afi* Htmanfc
Reauested bv Senate Finance. Senator”Sackett Date  ?/'Q/PQ

FISCAL peTAIL _ _

Ascncv Affected  All Agencies. Indirectl

Pro[quam Categoryl Affected All. Indirectly ,

PRU, Program, or Subprogram(s) Affected All. Indirectly reduces C-ene-el Fund cirK ” Ht

(Note: If more than one budqet_component Is affected, separate line-iterr. amounts and funding for each
component in the analysis section.) Trust Fund.

EXPENDITURES  (Thousands of Debars)

I FY 80 ! FY 81 | FY 82 | 83 j FV84 FY 85
PERSONAL SERVICES | (18.31 (29.3) 1 ()27 | ns nt
JTLAYLL
CONTRACTUAL
COMMODITIES
ERUWMENT
LAND & STRUCTURES
GRANTS. CLAINMS. ETC.
TOTAL

1d 10 ) L19+2) 1327} -C35J1)  (3EJL).
ELLNDJMI (Thousands of Dollars)

FEDERAL FUNGs @Y 132.) 1 @50 ).

OTHER (Specify Fund Source)

POSITIONS
FULL TIME 0 C -a- 0 - n- I
PART TIME
TEMPORARY
111. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section 1J1)
Assumptions: e “ * .
l . this measure lr, adopted by the federal government.
2. Curferit state employment security act remains in effect. If Free Conference Co- ¢
Substitute for K3 177 passes savings are approximately 3 tires as great. \
3. Normal growth. Former state government employees continue to account for,under 3?
of all interstate E3 payments. > >
4. EB payments remain at approximately the same level for the normal growth period ar.d
Washington, California, and Oregon do r.ot trigger on.
ADDITIONAL INFORMATION L .-
1. The amount saved by the state as an o~?lo;.er is very small compared to the arount
saved by the Ul trust fund and passed along to all state employers in ™educed”,
contribution rates. If Free Conference substitute for n3T77 passes the savinos
to the Ul trust fund would rar.oe from $2.7 million to 37”7 million per year betv;<
FY 31 and FY 85. With the current program, savings would t= approximately $1
million per year.
IV. DATE Februtry_ 2.tLi-IS5P. PREPARED BV
. —— AﬁENgY , fueD
Original Leglslatwe Finance PHONE £s”2720
cC: Budget and Management

Prime Sponsor (FUst Legislator Named)

33-001 (Rev. 12/79)

€S*E X ““@e e 5 - VvV B
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I ] do pass with attached amendments (s)
[;A] same title
Vel replace with CS for « [ ] new title
and recommends
1) AND attaches a "Letter of Intent” [ 1 New Fiscal Note
[ 1 reports it back without recommendation
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§23.20.36O Alaska Statutes Supplement 23.20.362

Section 84. ch. 9.
"Sections 54 and 63
October 1. 1960, a

Sec. 23.20.360. Earnings deducted from weekly benefit
amount. An eligible individual who is unemplo¥ed_|.l a‘week shall
be paid for that week a benefit in an amount equal to his weekly benefit
amount, excluding the allowance for dependents, less 75 percent ofthat
part of the remuneration, whether or_not covered by this chapter
payable to him for that week which is in excess of $50. If the benefit
1S notamultlgle of$ |, it is computed to the next higher multiple of$1,

13 ¢h 5 ESLA 1955; am § 26 ch 169 SLA 19577 am $ 55 ch 9 SLA

$ 7
930)

Effect of amendment. -- The 1950
amendment, effective October 1, 1980,
rewrote the section.

Sec. 23.20.362, Disqualifying or_deductible income, (a) The
amount of benefits payable to"an insured worker for a week of
unemployment which bégins.in a period for which the insured worker
IS receiving a pensjon, annuity, or similar periodic payment which is
based on the previous work of the insured worker, Including, work
performed before the beginning of the insured worker's base period, or
a payment to compensate him for a dismjssal from employment
without prior notice or for unused paid vacation or holidays, shall be
reduced bY the amount of the payment or compensation which is
attributable to the week of unemployment. _

fh) An individual is not entitled to benefits for a week of
unemployment for which he has received or is seeking unemployment
benefits ‘under the employment security law of another staté in u
manner other than in accordance with the reciprocal arrangements
with other states or the federal government. This subsection does not
apply to an individual who is determined by the appropriate agency to
be ineligible to receive unemployment "hen fits under the ofher
employment security law. _ S
_(C) If, after a reduction of a benefit amount under faiof this section,
tin* weekly benefit amount is not a multiple of $1, the benefit amount
shall be increased to the next higher dollar amount. 56 ch 9 SLA
1980; am ff 1 ch 115 SLA 1980)

Effect of amendment, — Section 1, cli.  Ib'ii, cflcctive march 14, 1980, provide*;
145, SLA 1980, rewrote Mihsection ij>. "AS 29.J0SG'niland <>enacted In sec. fiti
Effective date. — S€CtION 87.ct: 5,s1.A  0f this Act are repealed on the date that 26
1960, make:, this section efTi dive October |' SCl d 3304'n Ifit ia amended or
repealvd.”

SLA 19S50 provides:  workers who establish a benefit year after
of this Act take effect ~ September 30, 1960."
nd apply to insured

t, J980. .
EtlilorV note. - Section *3,ch. 9,SI.A

196

T03W V

12520370  La*

dugegf 23.20.3b7|0. IE
- e
person sngﬁyge palg
de-psn ynt, to perse
sister owProther, aun
will he.,s carry out t|
not Cor.: 'm to the st
of cect-.nts'" estate
depart:: it makes
departtr.ynt from Iiat
$57 ch &SLA 1980)

Effect ¢' amendment
anu-ndmer. effective M:
uili'tituu-: adopted" fr
preceding .v the dep.uti
middle of : e first senter
"ipou'-e, d. parent, sif

Sec. 23.20.375. Fj
entitled to receive \
unemglo ment for v
23.20.37S — 23.20.38
the department, he h

1) made an initial

for that week, ¢
or Denegfits.

((‘) Repealed DYy &8
@am 8§ 6 ch 122 SLA

Effect of amendments.

The 1977 umendnu-n
subsection ic*. substitute!
(5. (6' and "'4i" for "5 52.
t6l" near the beginning of
inserted "effective .lami.in
suh.'tituted 'for an
institution" ftr "in an im-ut
educn'.ion defined in
chapter" near the mjddle til
and substituted t||f I&ngu
"performs services in the
academic years" fur "lias
contracts to perform servic

Sec. 23.20.378. Ab
tat An insured worke
benefits lor a week of
work and available |
considered available
accordance with regul



