ALASAA LLOLLOLAIUKD LUNNVET T BRI t 1 .ilfa
1 7 91 SLC SB 181 - SB ZOQ



5 12/;

eices, s; -

Ins. (a) Apr .
pfar gs) it gP
of gas org: ..
fttoacvil .
"that the \g o
X exceed i t omm

e commissl-.... !
JRtagreed e
0 the size ..
ation, and the

e corr.plianc-.

e amount of
fit a%reed upe o
by the state; m

in'the state ©

1t from coir. ",
SLA 19701

) all other per. g%+
Iy person. J

way subject ;¢
tofficers, nar....
are, aid or nr-t ' e
lof any order. *
ISion are su: .v."
'tofemiss -

ﬁt/ttmn sub ct

mission stt ]
levied. The
ity and des-.
h Vviolation, ii'l
1 the order. The

5 findings +me
I: any, are pay:-

s 42.15.641

- 4205601, Actions to_recover penalties; disposition, (a) Actions

L v>,1 penalties under this chapter shall be brought by the attorney

rr:d INacourt of competent jurisdiction, _ _

VAl penalties recovered under the provisions of this chapter snail

J. #t0 the commission and deposited bv it in the general fund of the
6 ch 113 SLA 1970

42.05611. Penalties cumulative, (a All penalties imposed under

f, {v2pter are cumulative and ar. action for the recovery of a civil
Te-hv Is not a bar to ar.}/ criminal prosecution; a_criminal prosecution
| v-t'a bar t0 an action for the recovery t: a civi! penalty. N
Neither a criminal prosecution r.0r an action to recover a civil

IS abar to an enforcement ﬂroceedmg to require comEhance o

i i other remedy provided by this chatter. (§ 6 ch 113 SLA 1970)

V¥, 1205621, Joinder of actions. Under the applicable court rules
. from order? of the commission, applications for enforcement of
mission orders and actions for recovery of a penalty may be joined.
ve= «durt may in the interests of justice Separate the actions. 3;} 6 ch

TISLA 1970

1601 Pi:3Lic Utilities and Carriers
1

Article 9. Miscellaneous Provisions.

Section
Hi Le>:rit domain
v by municipality >'1. Vilidity of certain oerttficf.es
W- of investigat/v or hearii.." i /1 Llility cliti'Ses

? = .tfpbnJon fees

of former article. — Sectior. ;20140 u'll iler; v (@éfl\ %hA

| Poer, W70 rejieueifirn.er Art. "P'm = LVi. SLA tildO. W>SA ItTio
4l "Geneval Pr.visions.” T?- M. At A ISli'U. .

- consisted of ;? 42.05.'»50 --

+3ee. 42.05,651. Eminent domain. A fublie utilitv may exercise the
« " eminent domain for P_ubhc utility uses. This section does not

>S VoA -Lg. e gseq%_j> a dc-clarati no; taxing. (5 6 ch 113 SLA 137"

205641, Regulation by municipality. The commission’s

-"n*ird authority extend to public utilifies operating within a

, 1"-rough, whethér home rule or otherwise. In the évent of a

_ tetween a c%rtmcate, order, decision or regulation of the

bon and a charter, franchise, ordinance. rule or

--mnof such a local governments entity, the certificate, prder,
*'tr.crregulation of th& commission shall proeml. so .. 0~

A EA TR

-T-yy>1V

ir






Gary W. Anderson
President

February 23, 1981

Mi , Michael Thill

Seriate Committee on Labor
& Cor merce

Pouch V

Juneau, Alaska 99811

Re: SB 163
Dear Mr. Thill:

The information you have requested is applicable to a govern—
mental department, which CFAB is not. However, |1 can make

the following statements with regard to SB 163 and the addi—
tional lending market that it provides to CFAB.

1. Loans to trappers would likely be small in terms
of individual loan amount. 1 would assume that
the total of loans would also be relatively limited.
We have no figures indicating the size of the trapping
business, the number of individual commercial trap—
pers, nor their average 1incomes.

2. Commercial trapping does not fall within the defini—
tion of commercial Tfishing or agriculture of the
Farm Credit System. CFAB would, therefore, not have
a leveraging source for these loans.

3. So long as demand for loans was small (below $500,000)
CFAB could handle them without using the Farm Credit
System. However, if the portfolio of loans to
commercial trappers were to exceed that level, the
absence of leveraging ability would negatively
impact CFAB"s overall lending potential.

4. While CFAB would make every effort to provide a
viable loan package to commercial trappers, the
individuals tould have to meet CFAB"s credit standards.

Alaska Commercial Fishing and Agriculture Bank
2550 Denali Street. Suite 1201, Anchorage. Alaska 99503 (907) 2784553



Mike, without detailed information on trapping and the possible
loan demands, it is impossible to make a more definitive reply
to the legislation. If it fills a definite need and CFAB can
provide the service while maintaining the credit risk in its

portfolio within established parameters, we would be glad to
provide the loans.

Sincerely,

jSary W. Anderson
President



the bonds, and all assets, income and receipts pIed%ed to par Or Secure
the payment of the bonds, or interest on them, shall at all times be
exempt front taxation by or under the authority of the state, except for
inheritance and estate taxes and taxes on transfers h: or in
contemplation of death, i? 3 ch 159 SLA 1976)

Sec. 44.81.180. Bonds legal investments for fiduciaries. The
bonds of the bank are securities in which all public officers and bodies
of the state and all municipalities and municipal subdivisions, all
Insurance companies and associations and other Persons carrying on an
insurance business, all banks, bankers, trust companies, savings
banks, savings associations, including savings and loan associations
and building”and loan associations, investment companies and other
persons carrying on a bankm%_buslness, all administrators, guardians,
executors, trustees and otherTiduciaries, and all other persons who are
now or may hereafter be authorized to invest in bonds or other
obligations of the state, may properly and legally invest funds.includ-
mg capital,in their control or beIon?mg to thém. Notwithstanding a_n?]/
other provisions of law, the bonds of the hank are also securities whic
may be deﬁ_osned with and may be received by all public officers and
bodies of this state and. all municipalities and"municipal subdivisions
for any gurpose for which the deposit of bonds or other abligations of
the stab? is now or may hereafter be authorized, (k 3 ch 159 SLA 1978)

‘Sec. 44.81.190. Conflicts of interest. No member of the hoard of
directors may vote on a transaction of the hank under this chapter if
he is a party to the transaction. (S 3 ch 159 SLA 1978»

See. 44.81.200. Reports and publications. The board of directors
shall publish an annual rePort to the hank’s shareholders. The report
shall be made available to the public and shall include financial
stateme nts audited by independent outside auditors, a statement of the
amount of money received b¥ the bank from each source during the
Penod covered, a statement ot the bank's investments, a description of
he bank's investment actth during the period covered by the report,
r.n analysis ofeconomic and other effécts of investment decisions on the
state’s commercial fishing and agriculture industries, and any other
information the bn, 1believes would be of interest to the r%;overnor, the
legislature_ and the public. The board may also publish such other
rSeLpz&)rtlsg%g it considers desirable to carry out its purposes. (1) 3 ch 159

Sec. 44.81.210. Powers of the bank, ta) The bank ma¥

(1) make variable rate or fixed rate loans to individuals who are
residents and who are engaged in commercial agriculture or f|sh|n?,
including harvesters, processors, suppliers nnd marketers, or o
corporations, pa_rtn_ershlﬂs or joint ventures engaﬁ_ed in commercial
agriculture or fishing, the majority interest of which is beneficially
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10 State Government 44.51.210

>residents of the state ar.d a majority of the owners of which
ents of the state, if the recipient of the loan is a member of the
wever, the bank may make a loan under this paragraph to a
on, partnership, or joint venture for the purchase of a new or
flshm?nvess_el or for the rePalr_or renovation of an existin
essel, the prlmar}/ purpose ofwhich isto commerm_allY harves
esources, only if the corporation, partnership, or{om venture
f owned and’ controlled by residents of the state and if the
,0f the loan is a member of the bank. _
tke and alter bylaws necessary or desirable to carry out its

,  efunctions; ~ _

. (3) establish amortization plans for repayment of loans, which may
include extensions for poor fishing or farming seasons;

(4) enter into agreements with regional institutions of the federal
farm credit system, private lending institutions, and other state
agencies or agencies of the federal” government, to carry out the
pueroses of this chapter;

adopt, alter, and use a corporate seal;
6) sue and be sued in the name of the bank;
7) issue bonds to cany out any of its corporate purposes and powers;

S) seli, lease as lessor or lessee, exchange, donate, convey or encum-
ber In any manner by mortgage or by creation of any other security
interest, real or personal property owned by it. or in‘which it has an
interest, when, in the judgment of the board of directors, the action is
in furtherance of its corporate purposes;

19) incur secondary liability by guaranty or endorsement of the
obligations of anothér corpordtion or Ie%al entity when, in the Jud_?-
ment of the board of directors, the action is in furtherance of its
cor?orate Eurposes; S o o

([ 0}_ make loans_ . i provided in (1 >of this section in participation
\|NI h financial institutions, and establish and regulate the teimsofthe
0ans;

(111 make contracts. and execute instrument' necessary or
convenient in the exorcise of its corporate powers: T

(122) acquire by purchase, lease, bequest, devise, gift, the satisfaction

of debts, or the foreclosure of mortgages, and hold, maintain, use
operate, and  nvoy real or personal”property; _
. (13) borrow money and issue secured and unsecured evidence of
indebtedness for a corP_orat,e purpose or to fund, refund, pay, or dis-
£ Urge outstanding obligations, and enter agreements and CorA cts
concerning these obligations;

(14) secure the pa¥ment of its obligations by pledge or mortgage or
other lien on its contracts, revenues, income, or property;

(15) appoint officers, employees, trustees for certificate holders, and
agents, uv.d prescribe their powers and duties;
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owned by residents of the state ar.d a majority of the owners of which
are residents of the state, if the recipient of the loan is a member of the
bank: however, the bank may make a loan under this paragraph to a
corporation, partnership, orjoint venture for the purchase ot a new or
existing flshlngnvess_el or for the rePalr_or renovation of an existin
fishing'vessel, the prlmarY purpose ot which isto commermaIIY harves

fishery resources, only ifthe corporation, partnership, or1[0|n venture
IS v_vh_oIIY owned and’ controlled by residents of the state and if the
recipient of the loan is @ member of the hank. .

(25) make and alter bylaws necessary or desirable to carry out its
corporate functions, _

_ (3) establish amortization plans for repayment of loans, which may
include extensions for poor fishing or farming seasons;

(4) enter into agreements v-ith regional institutions of the federal
farm credit system, private lending institutions, and other state
agencies or agencies of the federal” government, to carry out the
purgoses of this chapter,

adopt, alter, and use a corporate seal

6) sue and be sued in the name of the bank;

7) issue bonds to carry out any of its corporate purposes and powers;

8) sell, lease as lessor or lessee, exchange, donate, convey or encum-
ber in any manne. by mortgage or by creation of any other security
interest, real or peisonal property owned by it, or in‘which it has an
Interest, when, In the judgment of the board of directors, the action is
in furtherance of its corporate purposes;

19) incur secondary liability by guaranty or endorsement of the
obligations of anothér corporation o Ie%_al entity when, in the Jud?-
ment of the board of directors, the action is in furtherance of ifs
cor?orate Eurposes; S o

Q 0)’_ make loans as_provided in <Ij of this section in participation
\|NI h financial institutions, and establish and regulate the terms of the
0ans;

(11) make contracts. and_execute instruments necessary or
convenient in the exorcise of its corporate powers; o

(122) acquire by purchase, lease, bequest, devise, gift, the satisfaction

of debts, or the foreclosure cf mortgages, and hold, maintain, use,
operate, and convey real or personal”property; _
_ élS) borrow money and issue secured and unsecured evidence of
indebtedness for a corporate purpose or to fund, refund, pay, or dis-
charge outstanding obligations, and enter agreements and contracts
conceming these obligations;

(14) Secure the paYment of its obligations by pledge or mortgage or
other lien on its contracts, revenues, income, or property;

(15) appoint officers, employees, trustees for certificate holders, and
agents, and prescribe their powers and duties;



8 4-1.81.22: Alaska Statutes 8 44.81.220

<I6* provide technical services to mempers of the bank; for the
pu_r,ooses <fthis paraﬁraph, "technical services” includes services that
\fNI| etr;]ha?ce Ithe ability of the member to obtain tinanciai assistance
rom_the t.ml:

<I7- make leans, as_provided in Hi of this section, secured by liens
subordinate to valid first liens ar.d security agreements grantéd to a
private lending institution: . _

oS participate with state d%,oartments and agencies in fo_rm_ulatmg
policy anc in pIannln% for the development of commercial fishing an
agricuiture in the state; _

(19) do what Is necessary or desirable to carry out the corporate
purgoses and powers expressed or |mr%hed In this chapter;, =

0 make loans to individual commercial fishermen for limited

entry permit*: a loan under this paragﬁaph may be made only to an
Individual commercial fisherman whohas been’a state resident for a
continuous ;r)]enod offive years immediately preceding the date ofappli-
cation for the loan and "'who has had a Crewmember or commercial
fishing license under AS 16.05.480 or a permit under AS 1613 for any
one of tk- past five years, and who has actively participated in the
fishery during that period: loans made under this paragraph are sub-
ject to the provisions of AS 44.81.230: ,

(21" indemnify a director, officer or employee of the bank and his
heirs executors'and administrators against all liabilities and related
,ex(i)enses including, but not limited to, court costs and attornex_fee,s,
judgments, and the cost of reasonable settlements, incurred by him in
connection with or arising out of an action or procgeding hrought
against him because of an act or omission in the'performance ofnis
official duties as director, officer or employee of the bank regardless of
whether he is a director, officer or employee at the time thé expenses
or liabilities are incurred. o ,

ib* The Provisions of @we 1>0f this section do not authorize the hank
to indemnify a director, officer or employee ofthe hunk who is adjudged
liable for ne I|qence or misconduct in'the gerformance of his official
duties, 9 SLA 1978;am 8 Lch 53 SLA 1979; am >8 7—40 eh

51 SLA i9M"

siibstiiui 1 member" tt "shareholder"

ICHi-ct of amendments. — The 1'T'))
near the middle and near the end. The

ann mini. 2Xan.i-d p..rugruph ".Mi
I . ie nr. .dimail? in parag aph '1» amendment also substituted "member? of

el -iilisviiinm .a. itiM-rU-d 'V ipplior.-' the hank" for "shareholders” and "mem-
following "harvesters, procivsnrs” and  ber" fur"shareholder" in paragraph tHi' of
deleted . rim.irily" following "nr joint  subsection tin, added paragraph UMe of
vi- .jim m.l the lieirinrinp and suli-i'flion no. and added subsection du

. Sec. 44.81.220. Transition, . Upon the repurchase of all the
imnvot. ng. preferred -hares initially issued by the hank and purchased
b% agencies of the stale, the provisions of this chapter lapse anti the

ink™ -y pioceed to operate as a private cooperative corporation under
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COMMITTEE REPORT
SSIATE

FURTHER : Finance
2/9/31 Date:

Mr. President:

The Committee on T.frr.oa has had S3 166

amending qualifications of an e.sctric utility for powe?: production cos
I assistance payable by the Alaska Power Authority

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

iie dopass do not ass
fiig [u] p [ D P
t 1 do pass with attached amendments(s)
[ ] same
vvie voos C 1 replace with CS for [ 1 new
— and recommends -
[ 1 AND attaches a "Letter of Intent"” [ 3 New Fiscal Note
I 3 reports it back without recommendation
[ 3 referred to the ee-- Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
//
/
Xyes?
? A
-TTr-v
APt
MR ATATAATTAY
CHAITRMAN

S 60 (Rev. 12/78) /

/



Official BusineM Juneau, Alaska 99811

COMMITTEE MINUTES: 2 March 1981

Senator Mulcahy opened the Committee meeting and called for
testimony on CSSB 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 (@) after the statute. The bill was then pas—
sed from committee.

The next bill addressed was 5.1 151, 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 16C was the fine? 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.



Senate

Committee on £awr & Commerce

Pouch V
State Capitol

Official Business Juneau, Alaska 99811

SB 166- Sackett

ikn act ammenaing the eligibility qualifications of an electric

utility for power production cost assistance payable by the APA; ED

The present statute stipulates that in order to qualify for power
production cost assistance through APA the utility must have at le”at
15% of 1its total energy sales to residential units.

Given the conditions of many rural areas, (few residential dwellings)
it is often possible for one or two commercial consumers to account for
90% of the total energy sales, thus making the previous stipulation
impractical and 1inequitable. Therefore the ammendec language should
reacl least 15* of the wunits served, thus enabling rural utilities

to apply for power production cost assisuar.ee.



sIp

BETTLES LIGHT &POWER, INC.

Bettles, Alaska S9726 = (907) 692-5212

Senator John Sachet 8-30-80
Box 65
Galena, Alaska 99741

Dear John:

I would like to bring to your attention certain inequities,
which survived to become law as part of HES CSSB (Finance).

This hill established provisions for Power Production Cost
Assistance to be administered by the Alaska Power Authority. The
apparent intent was to help alliviate the high cost of Electrical
Energy to Residential Consumers through state subsidy.

However, one of the two major stipulations for Utility
elegibility states that: "The utility must have sold at least 15%
of its total energy sales for residential use..."

This stipulation may be practical for Utilities serving large
cities where a huge portion of the revenues would come from Residential
sales but it does not take 1into account conditions 1in rural areas
where Residential sales by percent of revenues may not cone near
equally 15% of many Utilities gross revenues.

It only takes one Air Taxi or Trading Post (i.e. one commercial
consumer) in a Bush Village to more than equal 85-90% of Total energy
sales.

I believe the law should be altered to read: ...The Utility must
have at least 15% of 1its total consumers classified as Residential
Consumers to qualify wunder this program.

IfT this alteration were made, the intent of the bill would be
kept and many bush utilities would be eligible rather than exempt as
is now the case”, ..

At this time Betties Light & Power 1is not eligible to participate
in this p-ogram and our residential consumers who are paying some of
the highest Electrical rates in the ctate are not subject to relief.

I urge you to consider the ramifications of the bill as it is
now written and work to alter 1its provisions so that all resident
consumers may benefit.

Sincerely,

DarAl G. Morris

cc: "Pappy" H. Moss, Representativa
Glenn Hackney, Senator DGM/kt
Carolyn Guess, Commissioner, APUC

A PIONEERING PUBLIC SERVICE



is-"-.

TO: .Terry M u lIre DATE:January 12, 1981
Director of Finance

FROM: Lynn Dorrough SUBJECT: ePower Production
Economist =. YFAlJr. - * =/ Cost Assistance Program
3 Yo u.
n* s - ek ee e -» - * X , *V o omtji
v, - V-P* e | - e .

As you requested, the following is a summary of possible modifications
to the Power Production Assistance Program which were discussed in a
meeting on January 6, 1981. - State personnel present Included Carolyn

mh Guess, APUC Coraiissloner; John~.Fariel gh, APUC. Director; Terry McGuire,

“%"__APA Finance Director; and LynrtDorrough, APA Economist. David Hutchens,

v; "

Executive "Director of AlaskaJRural Electric Cooperative Association also
;attended :tHe meeting. ™ The_ possible modifications were discussed withw
the"intent of*inprovfng the effectivenessof "the program, while de- lsfe
creasing admlnlstrat Tve ;demaqd? on the participating utilities, the

. APUC, and the APA. . Ow.-cC,™" V-m
. V- ifv. i*MViv-=*"f v * . ¥, **
] , %* x. N, L]
1. In the calculation of*"Adjusted Power Production Cost, as des- ..... viw,

cribed jn AS 44.56.162(cj;;,-1t.was suggested several modifica-

tions should be made."- :t”e "amount of actual subsidy per KWH is
determined®"by subtracting the adjusted (yower production costs i.V..;
from the actualbpower production costs. “The existing adjust. vn- 1
power production cost ha?,the effect of escalating the relative.-"
percentage subsidy paid pfp"situations where the actual® power e<€»
production costs would exceed 40£ per KWH.- ; The proposed change "
has a tempering effect on the subsidy and an Incentive to im—

prove efficiency. It 1sisuggested that AS 44.56.162 (c) be .
revised as follows: Vv

(c) Power production cost assistance shall be paid to an ell-e
gible electric utility if the actual power production costs
per kwh sold by the utility exceed Its adjusted power pro—
duction coits, as determined by the Commission. The adjusted
power production costs of an electric utility are:

(1) : 15 percent of the portion of the actual power pro- -
duction costs whicl”~.does not exceed 40 cents perkilowatt ,-v
hour; plus- .
I (77 )
eM"- (2) -100X of the portion of the actual power production
. costs -which exceeds 40£/kwh, plus
. -

"e (3) -the base escalator; the base escalator is 7.65 cents * %
per kilowatt hour adjusted annually by a percentage equal
to the percentage change 1n the Anchorage consumer price
index for the yearC. The constiner price index for all
urban "consumers fo»: Antliorage is to be obtained from the "I".;



erry McGuire

anuary 12, 1981
age 2

4°.

U.S. Bureau of Labor Statistics for the first month of
each fiscal year.” The change In the production cost
escalator Is to be.determined ani» Implemented within 69
.days of the availability of the new consumer price In—
formation. “g 1 * * <

In the determination of"utility eligibility to participate In
the Power Production Cost Assistance Program, It was suggested
that the requirement tha" a uttllty;have sold at least 15% of
the total electricity s d 1n the year prior.to Initial eli—
gibility to residential “consumers be eliminated. The justi-
fication for this change”s.that .In areas of high electrical
cost the purpose of the”rograra Is to provide rate relief to
the residential co”~"tmer/ ZThe allocation of other electrical
uses in! the areas 7Is: notJd*rectly related to the purpose of
this program. Therefore,. AS 44.56.162(e)(2) should be eli—
mln?\}:_?’d.. - Rex -jmvrf -
To determine monthly payments due to the.utility, for reim—
bursement"of the assistance provided to participants

In,this! program, certalgjaonthly Information 1s required to

be sent to"the Alaska Power Authority by .the participating
utilities.” It was suggested that some of the required In—
formationJfs not necessapr for the APA to determine the amount
of payment Hue, or forecast future demand on the program.
These requirements arel\ljsted;ih AS 44i56.162(g)i *The ones
suggested for elimination"pertain to kilowatt hours generated
during the preceding month and power production cost per kllI-
owatt hour generated (number 4 & 6). The remaining five mon—
thly reporting requirements would be renumberta In the correct
sequence.

It was 3Suggested that the section of the legislation reluted
to notifying the particljjants Iln the program be modified to
allow eligible utilities, more flexibility 1n the placement of
notification on billings, jsent to program participants. The
section suggested for changes 1is AS 44.56.162(1) and the
following Is the possible new wording:- -

(1) If an electric utility receives a payment under this sec—
tion, the utility shall furnish a notice to its electric ser—
vice customers eligiblejmder this program for each perirJ for
which the payment 1s received. The following notice 1ls the
suggested format, any deviation from 1t must be approved by

the Alaska Power Authority and still must be consistent 1n con-—
tent with the suggested ~fprraat:



Terry McGuire
January 12, 1981
Page 3

- STVITIY e

rHotlce to Customer'o«

e . For the current billing period the utility will be paid
under the State of Alaska®s Power Production Assistance Pro—
gram (AS 44.56.162) to assist the utility and its customers
In reducing the high cost of generation of electric energy.

Your total electrical service cost $
« Less state assistance - 3
Your charge $
5. It was suggested that the existing eligibility definitions for
participants, listed undec AS ,44.56.162(k) be revised to more
..- specifically describe eligible participants. The following

is the suggested new wording: m . "IlV-_

 (k)(3) “Residential” means any consumer that qualifies to re—
ceive a residential tariff regulated utilities and unre—
gulated utllites (in suc”cases where unregulated utilities

e. do"not have a residential tariff, any customer with a primarily
residential use Is eligible If tin customer account name is not

the business associated with the residentiil units).
4 8 L, - Je - en**reee 1:
,1(4) "Local community facilities" means all water and seraer
.« / facilities,¥-public outdoor lighting, harbor facilities, and..
<" those other community buildings whose operations are not paid
for by the state, the federal government, or private commercial
interests.

ref!

cc: Carolyn Guess - * i/ > f,
John Farleigh ; oo »

David Hutchens
T * "1
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OFFICE OF THE GOVERf

BILL ANALYSIS

Department APUC Sponsor (Principal) BUI Number
Commerce & Econ. Development Sackett SB No. 166
Department Position

o (/7 X
Division Director Date Data
Carolyn S. Guess 2/24/81
GOVERNOR'S OFFICE USE
Comments
By Data
CD Position Noted
SUMMARY
1.a) Related Bill! (Similar or Conflicting 1.h) Othar Agencies Affected by Bill
2.3) Organizational Support for Bill 2.h) Organizational Oppoiltlon to Bill
meCH
v " . AV c
3. Program Effactt of Bill - _ .y . .ji
raf n * e e
- . ' m
- J VAR oD AL s
_ fde ' -V* >
4. Flk »l Impict: Q Non® Q Flfcul Noto Attached

5 Amnndmontt Propound:

c.comment.:intent of this legislation is to allow presently ineligible utilities to become
eligible for Power Production Assistance. It is the Commission® recollection that House Bill
//758 of the 1980 Legislature which subsequently was amended and included in Chapter 83, SLA 198
placed a restriction on eligible utilities because the original draft of the legislation allowe

consumer classes to participate in the program. It apparently was the intent of the drafter
to exclude utilities that primarily serve commercial users. With the subsequent changes and
resultant law, this exclusion was not eliminated when the legislature decided to limit the ~
eligibility of customer classes to residential, charltaole and local facilities.

The Commission is aware that under present law Betties Light & Power, Inc., is ineligl

for assistance for Its qualifying customers because over 80 percent of its sales are to the FAA

and approximately five percent to small commercial users. It thereby fails to meet the threshho :
chat 15 percent of the total energy be sold to residential consumers. There may be other utilit

oiooudu*.o/ooi in similar circumstances of which the Commission 1is unaware. This legislation would
remedy what is perceived to ba an i.iequity in the original legislation.- . -
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(D) overhead line expenses;

(E) underground line expenses;

(Ft transmission of electricity by others;

(Gi miscellaneous transmission expenses;

«H) rents; and

(D) maintenance costs for facilities associated with (A) — (E of this
paragraph; and

(5) Fixed cc*:s relating to transmission, consisting of

eAi depreciation of transmission lines and equipment;

<B' taxes on transmission lines and equipment;

:C) insurance on or attributable to transmission lir.es and equip-
ment; and

(D) interest on debt incurred for transmission lines and equipment.

<ci Power production cost assistance shall be paid to an eligible
electric utility if the actual power production costs of the utility exceed
its adjusted power production costs, a? determined annually by the
commission. The adjusted power production costs of ar. electric utility
are

'l) 15 percent of the portion of the actual power production costs
which does not exceed 40 cents per kilowatt hour; plus

(2) the base power production cost escalator; the base power
production cost escalator is 7.65 cents per kilowatt hour adjusted annu-
ally by a percentage equal to the percentage of change in the
Anchorage consumer price index for the year.

(d) An eligible electric utility may include as part of its revenue
requirement for the purpose of setting rates charged for residential
service, local community facilities service, and sendee to charitable
organizations only the adjusted power production cost per
kilowatt-hour sold. However, the utility’s approved tariff shall show
rates based on the actual cost of piaiding electric utility sendee and
the state assistance derived from the power production cost assistance
program under this section.

te) The power production cost assistance program shall be
administered by the authority based on a determination by the
commission of adjusted power production cost of each electric u'.ility
eligible for power production ost assistance. An electric utility is
eligible for power production cost assistance if

(1) the actual power production costs of the utility "wceed the
adjusted power production costs, as determined by the commission
under (cj of this section;

(2) at least 15 percent of the total energy sold by an electric utility
during the calendar year preceding the year in v hich power production
cost assistance may be claimed was for residential use.

'ft The adjusted power production cost shall be calculated annually
inthe manner prescribed by «>ofthis section and shall he based on the
acuta! power production co-t filed with the commission by each eligible
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commission within 30 days of receipt of the report by the authority for
review before payment. When a report is submitted to the commission
for review under this section, payment shall be made by the authority
within 30 days after submission. If appropriations are insufficient for
payment in full, the amount paid to each electric utility is reduced on
a pro-rata basis.

ti) If an electric utility :eceives a payment under this section, the
utility shall furnish the following notice to its electric service
customers eligible under this program for each period for which the
payment is received:

- NOTICE TO CUSTOMER

For the current billing period the utility has been paid under the

State of Alaska’'s power production cost assistance program IAS

44.83.162) to assist the utility and its customers in reducing the high

cost of generation of electric energy.

Your total eiectrical service cost S

Less state assistance $

Your charge S

() For the purpose of this section,

11) the terms used in (b) (1) — (4) of this section are defined as those
items are defined in a recognized system of utility accounts designated
by the commission;

(2) actual power production costs are the expenses and costs
prescribed in this subsection less any other power production cost
assistance provided to the electric utility.

<& In this section,
11) "charitable organization" means an organization, not organized

for pecuniary profit, which |. operated for the reliefof poverty, distn _s,
or other condition of public concern in the state; the term includes, but
is not limited to, a church or religious organization;
(2) "commission"” means the Alaska Public Utilities Commission;
(3) "local community facilities” means water and sewer facilities,
publir outdoor lighting, and community buildings whose operations are
r.,Ai. idfor by the state, the federal government, or private commercial

interests. (S 42 ch 83 SLA 1980)

Section rcpeiilcd effective July 1, repeals this section, effective July 1, 1985.
1983. — Section 31, ch. S3. SLA 1980,

Sec. 44.83.164. Assistance to utilities not regulated by Public
Utilities Commission [Repealed effective-July 1,19851. (a) A utility
which is exempt from regulation under AS 42 05.711 may receive
power production cost assistance under AS 44.S53.162 without
becoming subject to the jurisdiction of the Alaska Public Utilities
Commission if the utility is otherwise eligible for assistance and if the

utilitv
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(1) files with the commission the audited financial data necessary to
determine the adjusted power production cost in the f; rm prescribed in
a recognized system of utility accounts:

(2) makes the reports required in AS 44 83.162'g required of an
electric utility with a rate schedule approved by the commission within
the time and in the form the Alaska Power Authority designates;

(3) sets rates charged for residential services, local community
services, and for services to charitable organizations, by inclui ing as
part of its revent’ requirements for these services only the adjusted
power production cost per kilowatt-hour sold:

(4) allows audits which the commission determines are necessary to
insure compliance with this section: ard

() furnishes its electric service customers eligible under this pro-
gram the "Notice to Customer” specified in AS 44.83.162'i

(b) The provisions of AS 44.83.162 relating to determination of the
amount of power production cost assistance and payment of the
assistance apply to assistance under this section, (iI' 42 ch S3 SLA 19SC»

Section repealed effective July 1, repeals mis section. elTcc.tve July 1. 1985
1985. — Section 51. ch S3, SLA 1980,

Article 5. Power Project Fund.

Section
170. Power project fund

Sec. 44.83.170. Power project fund, a) There is established as a
separate fund the power project fund which shall be distinct from any
other money or funds of the authority, an i which includes only money
appropriated by the legislature.

(b) The authority may make loans from the power project fund

(1) to electric utilities, regional electric authorities, municipalities,
cities, boroughs, regional and village corporations, village councils,
and nonprofit marketing cooperatives to pay the costs of

(A) reconnaissance studies, feasibility .-Audio., licev.-o md permit
applications, preconstruction engineer.ng. and design of power
projects;

(B) constructing, equipping, modifying, improving, and expanding
small-scale power production facilities, conservar'-m facilities, hulk
fuel storage facilities, and transnv-sii n and dAu. ution facilities,
including energy production, transmissi n and distribution, and waste
energy conservation facilities which depend on fossil fuel, wind power,
tidal, geothermal, biomass, hydroelectric, solar r other non-nuclear
energy sources; ar.d

(C) reconnaissance studies, preconstruction t-rgir.eering. resign,
construction, equipping, modification, and expansion of potable water
supply including surface storage ar.d groundwater sources and
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firm, association, organization, business trust, or society, as well
as a natural person;

(8) “personal property"” includes money, gtods, chattels, things
in action, and evidences of debt;

(9) “property” includes real and persona! property;

(2™) “real property” is coextensive with land, tenements, and
hereditaments;

(11) Repealed hv S2 ch 66 SLA 1965.

(12) “signature"” or "subscription” includes mark when the per-
son cannot write, with his name written near the mark by a wit-
ness who writes his own name near the person's name; but a signa-
ture or subscription by mark can be acknowledged or can serve as
a signature or subscription to a sworn statement only when two
witnesses so sign their own names thereto;

(13)“state” means theState of Alaska unless applied to the
different parts ofthe UnitedStates and in  the latter case it in-
cludes the District of Columbia and the territories;

(14) "writing" includes printing. (8 4 ch 62 SLA 1962; am § 2
ch 66 SLA 1965; am § 10 ch 117 SLA 1968)

Cross references. — For additional Quoted ir. Matanuska-Susitna Bor-
definition of “pence officer,” see AS ough v. Hire's Lake Camp, Sup. Ct.
11.30.100. For further definition of Op. No. 472 'File No. 857), 439 P.2d
“person,” see AS 15.55.250. For addi- 441 (IP-;?): Strch v. State Housing
tional definitions, see AS 15.60.010. Authority, 7 Alas. L.J. No. 9, p. 647

Effect of amendments. — The 1965 (Sept., 1969 < Stroh v. Alaska State
amendment repealed paragraph (11). Housing Authority, Sup. Ct. Op. No.

The 1968 amendment substituted 496 ‘File No, 924), 459 P.2d 480
“state troopers" for "state police" in (1969).
paragraph (6).

See. 01.10.065. Certified mail. When the use of registered mail
is authorized or required by the laws of the- state, certified mail,
with return receipt requested, may be used. (§ 1 ch 66 SLA 1965)

Article 3. Effect Statutes.

Section Section
70. Time statutes take effect 90. Retrosr-. :tive statutes
80. Computation of time 100. Effect :f repeals or amendments

Sec. 01.10.070. Time statutes lake effect, (a) All laws passed
by the legislature become eifective 90 days after enactment. The
legislature may by concurrence of two-thirds of the membership
of each house, provide for another effective date.

(b) Vhc actual effective date of a bill having no effective date
clause is determined by starting with the cay after signature by
the governor or the day on which e gives written notice that he
is allowing it to become law without his signature, and counting
90 calendar days, the law becoming effective at 12:01 am,
Pacific Standard time, on the 90th clay.

(c) A law having an immediate effective date clause becomes

? (01.10.080
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law at 12:01 a.m.

General Provisions

on the day ufter it issignedby the

7 01.10.06u

governor

or on the day after he has given written notice that heis allow-
ing the law to tecome effective without his approval.

d) A

law which specified a definite effective date becomes

effective at 12:01 a.m., Pacific Standard time, on the date speci-

fied. 5ch 62 SLA 1962,

Effect of amendment.—The
amendment rewrote this section.

1966

am § 8 ch 126SLA 1966)

Sec. 01.10.080. Computation of time. The time in which an act
provided by law is required to be done is computed by excluding
the first day ar.d including the last, unless the last day is a holi-

day, and then it is also excluded.

This section was taken from the
laws of Oregon. Mahan v. Sparks, 10
Alaska 292 (1942): Lowe v. Hess, 10
Alaska 174 (1.'l11).

It merely states
rule. Lowe v. Hess,
(1911).

This statutory computation is de-
claratory of the common-law rule in
Alaska. Turnbull v. Bcr.kowski, 271
F. Supp. 733 iD. Alas. 1967).

Alaska’s cotr.putation-of-time stat-
ute merely expresses the common
law. Turnbull v. Bonkowski, 419 F.2d
104 (9th Cir. 1969).

Common law.—At common law it
wns ostablished if the last day on
which an act was to be performed
fell on a Sunday, then that Sunday
was excluded and the time was ex-
tended to the following day Wade v.
Dworkin, Sup. Ct Op. No 300 (File
No 6i3), 407 P.2d '*7 11965).

The common-law rule is that when
the period of time within which an
act is to be performed exceeds or'
week, an intervening Sunday is in-
cluded in the computation. Wade v
Dworkin. Sun. Ct. Op No. 30G (Filo
No. 603). 4' - P.2d 587 (1965).

Legislative intent.— The legislature,
by virtue of its enactment of this
section, manifested its intent to ex-
clude Sundays in the computation of
time only whe-n Sunday falls on the
lust day of a period in question. Wade
v Dworkin, Sup. Ct. Op. No. 306
(File No 603). 407 P.2J 587 (1065)

Exception in common Saw as to
computation of person's age.—There
exists a well-recognized exception in
the common law as to the computa-
tion of a person’) age. This exception,
briefly stated, is that a year must be

the coinmon-law
10 Alaska 174

(86 ch 62 SLA 1962)

counted, not from the day of birth,
but from the preceding day when

limitation is figured. Turnbull v,
Bonkowski, 274 F. Supr. 733 (D.
Alns. 1967).

The computation-of-time statute is
expressive of only the general com-
mon-luw rule and does r t presume
to abrogate the well-established ex-
ception thereto governing the compu-
tation of a person's age. It id lows
that the statute has r.-« application in
calculating a person’'s ago Turnbull
v. Bonkowski, -119 F.2d 10S t2th Cir.
1969).

The supreme court is enjoined by
the legislature to observe the provi-
sion- of AS OIlIO.ddo. i, r«-. ivirtg
any issue relating ® this section
and its applicability to t.e five-day
lecount provision os AS 15.2U.430
Wade v. Dworkin. Sup Ct. Op No,
306 (File No. i-0.1). 107121 5b7
(1965).

Computing limitation under AS
15 20.130.—it. computing * tivc-day
period of ‘imitation pn--vim.d by
AS 15.20.43), an intcivei...tg Sunday
is to ho included Wade v Dworkin.
Sup. Ct. Op. No 306 (File No 603),
407 P.2d 587 M965).

Computation of the limitations pc.
riod provided bv AS 09.10."70 subse-
quent to the run ova! tl dim' ility
of minority is to be made > exclud-
ing the first day and incl.dir.g the
last. Tun' - v. Bern: tws.::, 271 F.
Supp. 783 Alas. It !7).

Filing appeal.— L'n-ier this seition,
the day on which the ... Igu nit u en-
tered should he *.yclu led in comput-
ing the time within which ;r. ay; lion-
lion for ;m appeal nm-t be lie ;. .'Li-
lian v. Sparks, 10 Alaska 2.2 (1.-12).



l. REQUEST
Bill/Resolution No. S. 166 Title: An Act amending the eligibllitv qualification of an

Title electric utility for power production cost assistance payable by the A ms<a Power
Requested bv Authority; and provicing for an effective~date. Date February 13, 1531

Requested by Sackett

Il.  FISCAL DETAIL
Agency Affected Alaska Power Authority

Program Categoiy Affected -

BRU, Program, or Subprogram(s) Affected Alaska Tower A u t h o r i t vy

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

EXPENDITURES (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700  GRANTS. CLAIMS. ETC. m40,0'00" 100,000

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND 40,000 100,000 !
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

FULL TIME
°ART TIME
TEMPORARY

I11. ANALYSIS (See Fiscal Note Preparation Instructions, S.ection III)

This includes funding for the remainder of F I 1981. It assumes that oven though the
change is retroactive to January 1, 1981, no retroactive payments wuuld have to be made to
utilities currently not participating. Utility eligibility is determined for utilities by
the Alaska Public Utilities Commission and payments would only be due from date of APUC
certification for participation.

IV. DATE February 13, 1981 prepared BY Lynn Dorrough, Economist
AGENCY Alaska Power Authority
Original: Legislative Finance PHONE 277-7641
cc: Budget, and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)






Senate

Committee on Ca&or & Commerce Pouch v

N _ State Capitol
Official Business Juneau, Alaska 99811

SUMMARY SB 172

Filing of commercial documents; reflecting changes 1in filing pro—
cedures. Director of the Division of Technical Services (DNR) is res—
ponsible for the filing system for commercial documents, the place
where commercial documents are to be filed, and he 1is designated the
chief filing officer of the State.

The bill gives the director authority toprescribe uniform fees, and
forms for filing documents.

1. A copy of a security agreement may be filed as a financing
statement if both parties sign the copies.

2. Prescribes rules on the effect ofa continuationstatement
filed with the district recorder before Julyl, 1981.

3. Makes 1t unneccessary to file a continuation statemenc for a
security agreement made by a common carrier if the financing state—

ment contains the citation to AS45.09.302



Official Business Juneau, Alaska 99811

SB 172 Related History?

SB 172 transfers the responsibility for the filing system, the
place where commercial documents are to be filed, and designates the
director of the Division of technical services as the chief filing
officer of the State.

Several years ago, commercial documents were filed with the court
system, however after the consolidation of the superior court and the
trial court, Executive order 40 transferred the responsi rlity for

the filing of commercial documents to the Department of Administra—

tion. The Department of Administration felt it would be diffioalt
for them to handle,, and executive order 47 required a further trans-—
fer to DNR as they had just received a large computer. There were

problems with the new computer, and temporarily the Department of
Ccmmerce was designated the responsibility for commercial filings.
In June of 1980, DNR"s computer was functioning correctly and the
Department of Commerce transferred the responsibility (per EO047)
back to the Commissioner of DNR. SB 172 further transfers the

commercial document filing to the Division of technical Services,

within the Department of Natural Resources.



State Capitol
Official Business Juneau, Alaska 99811

SB 172

Se* cion by section analysis;

Sec. 1: Establishes the filing of a deed of trust or mortgage

with theDivision of Technical Services, Dept, of Natural Resources.

It the statement contains a citation to this section, it remains
effective until terminated without the need for filing a contin-—
uation statement. Further provides chat assignments, ammendments,
and partial releases of the instrument may also be filed with the

Dir. ofthe Div. of Technical Services, DNR.

Sec. 2: Addresses the proper place to file security interests if

the collateral is farming equiptment, farm products, accounts, con—
tract rights, or intangibles resulting from the sale of farm products
by a farmer. Security interests shall be filed in the office of the
recorder in the debtors district; if the debtor is not a resident,
then in the recorders office in the district where the goods are kept;
when the collateral 1is crops, 1in the office of the recorder in the dis-
trict where the crops are to be grown.

Sec. 3; Specifies that all commercial documents with the exception

of security interests in Sec. 2 are to be filed with the Div of Tech
Services, DNR

Sec 4: Technical ammendment addressing the signing of financing state—
ments and providing that the copies be signed by both parties.

Sec.5: Director of the Div. of Technical Services shall prescribe
forms and filing fees for filing commercial documents.

Sec 6; A financing Statement or continuation statement for consum—
er goods filed before July 1, 1981 in the district recorders office

is effective until it lapses. Statements filed after 30 June 1981
take effect only if it is filed with the Div of Tech Services, DNR.
Sec 7: Technical ammendment relating to termination statements. It

the secured party fails to send the termination statement within 10

days, he is liable to the debtor for $100, and for any loss 1incurred



to the debtor by this failure.

Sec 8: Fee for tiling and indexing a termination statement is deter —
mined by the Dir, Div of Tech Services, DNR.

Sec 9; Technical ammendment for the filing of financing statements.
Sec 10: Technical ammendment addressing the filing of a separate
written statement of assignment.

Sec 11: Technical aitunendment addressing the release of collateral.

Sec 12: Technical ammendment addressing requests about financing

statements presently on file.
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i. @) Related bit!" (Sir-.iiar or Conflicting 1.b) Otftar Agonclai Aftactad by Bill
SB 77 NOfE
2. ¢) Oiganizational Support for Sill 2.b) Organisational Oppciltlort to Bill

net documented (verbal)
J-ending & financial institutions unknown

3. Program Effactl of Bill

simplifies statutes for consumer

4. Flical Imr act: Nona t] Fiical Noia Attachad
5 Amandm t* Propoiod:

NONE

6. Comment*:

Section AS 45.09.402(a) We question whether or not die first sentence means all
debtors and all secured parties are required to sign with all original signatures.
Originally this was our intent tr-clean up the existing statutory language.

01*0091 Rav. 9/00)



FISCAL ANALYS3SIS "o.

*DEPARTMENT SPONSOR (PRINCIPAL B'LL NO.
Rules Corrmittes by request.

Natural Resources of the Governor . SB 172
DIVISION POSITION CO SPONSORS OR COMMITTEE SPONSORS DATE LAST AMENDED
Favor
DIVISION DIRECTOR DATE COMMISSIONER DATE
2laud M 2/3/81 Robert E. LeResche )
7€ FISCAL EFFECTS OF BILL
) CHANGES INPERSONNEL
' i Y
no.te 1 27
- e W

,./rvr .-
(2; CHANGES INGOVERNOR 3PROPOSED BUDGET

Request Centralized UOC system be program receipts instead of General. Fund appropriation.

* - o= o erm e, AL - -/ft " .i [N -

(3)
i
YES . Tl eeA
m ]-FzF)fz .y . ®5M = ? KL fe 1 oo it e
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’ * * e | e & e *\, ..V
T4) REVENUE/EXPENDITURE CLASSIFICATION AND FUND — SOURCE (GENERAL FUND/BUDGET, FEDERAL r,JNDS <
BONDS, SPECIAL APPROPRIATIONS) s 1-v1 -
General Fund
1 &
Moz
COMMENTS

Would like to work with Code Revision Commission to resolve differences between this
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(e) The requirements of AS 45.09.401(a)(1) and (2), 45.09.403(b), (c),
and <e), and 45.09.407 do not apply to a security interest in personal
property of any description created by a deed of trust or mortgage made
by a corporation primarily engaged in the business of a common carrier
by rail, the furnishing of telephone or telegraph service, the
transmission of oil, gas or petroleum products by pipeline, or the
production, transmission or distribution of electricity, steam, gas, or
water, but this security interest may be perfected under this chapter
by filing the deed oftrust or mortgage in the office of the commissioner
of the Department of Natural Resources. When filed, the instrument
remains effective until terminated, without the need for filing a
continuation statement. Assignments and releases of the instrument
may also be filed in the office of the commissioner of the Department
of Natural Resources. This commissioner is a filing officer for the
foregoing purposes, and the uniform fee for filing, indexing and
furnishing filing data under this subsection is $10. (§ 9.302 ch 114 SLA
1962; am § 1ch 65 SLA 1967; am 8 1ch 47 SLA 1976; am Executive
Order No. 40 § 4 (1979): am Executive Order No. 47 § 4 (1980))

Effect of amendments. — The 1976 Sup. Ct. Op. No. 748 (File No. 1253). 490

amendment added the language beginning P.2d 1213 (1971).
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end of paragraph (2) of subsection (c).

Section 4, Executive Order No. 40 (1979)
substituted "Departmi .it of Commerce
and Economic Development” for
"Department of Administration” ut the
end of the first and third sentences of
subsection le).

Section 4, Executive Order No. 47
(1980), substituted "AS 45.09.401)a)ill
and (2), 45.09.4034)), (c) and (e), and
45.09.407" for "secs. 768(0"I> and i2l,
772(b). (ct, and (0) and 7SO0 of this chapter"
following "The requirements of near the
beginning of subsection 'si, substituted
"this chapter” for "secs. 690—794 of this
chapter” following "be perfected under"
near the end of the first sentence in
subsection (e), and substituted "Natural
Resources" for "Commerce and Economic
Development" following "Department o f
at the end of the first and third sentences
in subsection (e).

Editor's note. — Section 1, Executive
Order No. 40 )1979i provides: "Findings.
As governor, | find that it would he in the
best interests of efficient administration to
transfer the recoi ling function and the
Uniform Commercial Code filing function
from the Department of Administration to
the Department of Commerce and
Economic Development.

This section requires filing to perfect
n conditional sule agreement.

Blumenslein v. Phillips Ins. Center, Inc.,

payments does not qualify as an interest
in personnl property subject to the filing
provisions of the code since the surety has
the right to complete the job it hna bonded
und oply any earned funds against its
costs. This does not secure the payment or
performance of *»nobligation nsa "security
interest" ns that term is defined in AS
45.01.201 '37). Alaska State Dank v
General Ins. Co. of \merica, Sup. Ct. Op
No. 1564 (File Nos. 2638, 2713), 579 P.2d
1362 (1978).

({uotcd in Stanley v. Fabricators, Inc.,
Sup. Ct. Op. No. 582 (File No. 1061), 459
P.2d 467 (1969).

Cited in Deck' r v. Aurora Motors. Inc.,
Sup. Ct. Op. No. 314 iFile No. 593), 409
P.2d 603 (1966); C.Y. Inc. v. Brown, Sup.
Ct. Op. No. 1569 (File No. 2781), 574 P.2d
1275 (19781; State, Div. of Agriculture v,
Fowler. Sup. Ct. Op. No. 2085 (File No.
4114), 611 P.2d 58 (1980).

ALU references. — What constitutes
'security interest" as to which financing
statement must be filed under Uniform
Commercial Code (i 9-302, 11 ALRId
1231.

Determination of purchase price of farm
equipment  for purposes of ITC
$ 9-302(l)(c) excusing filing of financing
statement, 85 ALR3d 1037.
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Sec. 45.09.401. Place of filing; erroneous Filing; removal of
collateral, 1a) The proper place to file, in order to perfect a security
interest, is as foliows:

(D) if the collateral is consumer goods, or is equipment used in
farming operations or farm products, or accounts, contract rights, or
general intangibles arising from or relating to the sale of farm products
by a farmer, then in the office of the recorder in the recording district
of the debtor’s residence or, if the debtor is not a resident of the state,
then in the office of the recorder in the recording district where the
goods are kept, and in addition when the collateral is crops, in the office
of the recorder in the recording district where the land on which the
crops are growing or to be grown is located;

(2) if the collateral is goods which at the time the security in*arest
attaches are or are to become fixtures, then in the office where a
mortgage on the real estate concerned would be filed or recorded;

(3) in all other cases, in the office of the Department of Natural
Resources.

(b) A filing which is made in good faith in an improper place or not
in all of the places required by this section is nevertheless effective
with regard to collateral as to which the filing complied witn the
requirements of AS 45.09.101 — 45.09.507, and is also e.ifective with
regard to collateral covered by the financing statement against a
person who has knowledge of the contents of the financing statement.

(¢) A filing which is made in the proper place in the state continues
to be effective even though the debtor’s residence or place of business
or the location of the collateral or its use, whichever controlled the
original filing, is later changed.

(d) If collateral is brought into the state from another jurisdiction,
the rules stated in AS 45.09.103 determine whether filing is necessary
in this state. (8§ 9.401 ch 114 SLA 1962; am Executive Order No.40 § 5
(1979); am Executive Order No. 47 § 5 (1980))

Effect of amendment. — Section 5, Section 5, Executive Order No. 47
Executive Order No. 40 11979) substituted  (1980), substitutes’ "Natural Resources"
"Department of Commerce and Economic  for "Commercu and Economic

Development" for  "Department of Development"” following "Department of
Administration" at the end of paragraph  ut the end of paragraph )3> of subsection
(3) of subsection )ai. (a).

Sec. 45.09.402. Formal requisites of financing statement;
amendments, (a) A financing statement is sufficient if it is signed by
the debtor and the secured party, gives an address of tne secured party
from which information concerning the security interest may be
obtuined, gives a mailing address of the debtor, and contains a
statement indicating the types or describing tne items of collateral. A
financing statement may he filed before a security agreern mt is made
or a security interest otherwise attaches. If the financing statement

192
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covers crjps growing or to be grown or goods which are or are to become
fixtures, the statement must also contain a description of the real
estate concerned. A copy of the security agreement is sufficient as a
financing statement if it contains the information required in this
subsection and is signed by both parties.

id) A financing statement which otherwise complies w.th (a) of this
section is sufficient, although it is signed only by the secured party, if
it is filed to pe-fect a security interest in

(1) collateral already subject to a security interest in another
jurisdiction when it is brought into this state; the financing statement
must state that the collateral was brought into this state under these
circumstances;

(2) proceeds under AS 45.09.306 if the security interest in the
original collateral was perfected: the financing statement must
describe the original collateral.

<) A form substantially as follows is sufficient to comply with (a) of
this section:

Name of debtor (or assignor)
AAAIESS e
Name of secured party (Or aSSIgNEE) .
AGAIESS st st

(1) This financing statement covers the Pillowing types (or items) of
property:

(DESCIIDE) o e

(2) (If collateral is crops) Tl e crops described in (1) are growing or
are to be grown on:

(Describe real eState) .

(3) (If collateral is goods which are or are to become fixtures) The
goods described in (1) are affixed or to be affixed to:

(Describe real eState) . s

(4) (If proceeds or products of collateral are claimed) Proceeds —
Products of the collateral are also covered.

Signature of debtor (Or aSSIGNOI) .

Signature of secured party (Or asSigNee) ...,

«d) The term "financing statement" as used in AS 4509101 —
45.09.507 means the original financing statement and amendments,

but if an amendment adds collateral, it is effective as to the added
collateral only from the filing date of the amendment.

(&) A financing statement substantially complying with the
requirements of this section is effective even though it contains minor
errors which ~re not. seriously misleading. (S 9.402 ch 114 SLA 1962;
am § 1ch 11 SLA 1963)

Failure to file u financing statement noninventory collateral of the favored
before the security interest attached, status given by AS 45.09 312, where the
under this section, did not deprive the other secured creditor could have
holder of a purchase-money interest in protected itself by inquiring into the

193
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debtor's interest in the collateral before Hotel Supply, Inc. v. United States. 431
accepting his chattel mortgage Brodie F.2d 1316 (9th Cir. 1970>.

Sec. 45.09.403. What constitutes filing; duration offiling; effect
oflapsed filing; duties of filing officer, (a) Presentation for filing of
a financing statement and tender of the filing fee or acceptance of the
statement by the filing officer constitutes filing under AS 45.09.101 —
45.09.507.

(bi A filed financing statement which states a maturity date of thc-
obligation secured of five years or less is effective until the maturity
date and afterward for 60 days. Any other filed financing statement is
effective for five years from the date of filing. The effectiveness of a
filed financing statement lapses on the expiration of the 60-day period
after a stated maturity date or on the expiration ofthe five-year period,
as the case may be, unless a continuation statement is filed before the
lapse. Upon the lapse the security interest becomes unperfected.

() A continuation statement may be filed by the secured party (1m
within six months before and 60 days after a stated maturity date of
five years or less, ard (2) otherwise within six months before the
expiration of the five-year period specified in (b) of this section. The
continuation statement must be signed by the secured party, identify
the original statement .y file number, and state that the original
statement is still effective. Upon timely filing of the continuation
statement, the effectiveness of the original statement is continued for
five years after the last date to which the filing was effective; it then
lapses in the same manner as provided in (b) of this section unless
another continuation statement is filed before the lapse. Succeeding
continuation statements may be filed in the same manner to continue
the effectiveness of the original statement. Unless a statute on
disposition of public records provides otherwise, the filing officer may
remove a lapsed statement from the files and destroy it.

(d) A filing officer shall mark each statement with a consecutive file
number and with the date and hour of filing and shall hold the
statement for public inspection. In addition, the filing officer shall
index the statements according to the name ofthe debtor and shall note
in the index the file number and the address of the debtor given in the
statement.

(e) The uniform fee for filing, indexing, and furnishing filing data for
an original or a continuation statement is as prescribed by the
administrative director of courts. (S 9.403 ch 114 SLA 1962)

See. 45.09.404. Termination statement, (a; If there is no
outstanding secured obligation and no commitment to make advances,
incur obligations, or otherwise give value, the secured party must, on
written demand by the debtor, send the debtor a statement that he no
longer claims a security interest under the financing statement, which
shall be identified by file number. A termination statement signed by
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a person other than the secured party of record must include or be
accompanied by the assignment or a statement by the secured party of
record that he has assigned the security interest to the signer of the
termination statement. The uniform fee for filing and indexing ouch an
assignment or statement is as prescribed by the administrative
director of courts. If the affected secured party fails to send the
termination statement within 10 days after prefer demand for it, be is
liable to the debtor for $100, and in addition, for any loss caused tu the
debtor by this failure.

(b) On presentation to the filing officer of the termination statement
he must note it in the index The filing officer shall remove from the
files, mark "terminated " and send or deliver to the secured party the
financing statement and any continuation statement, statement of
assignment, or statement of release pertaining to the financing
statement,

(¢) The uniform fee for filing and indexing a termination statement
including sending or delivering the financing statement is as
prescribed by the administrati"e director of courts. (§ 9.404 ch 114
SLA 1962)

Quoted in R.A. Dnvenny & Associates (1975); State v. Alaska Int'1Air, Inc., S>p.
v. Sliir.jin Motor Sales Co., Sup. Ct. Op. Ct. Op. No. 1409 (File No. 28081, 562 P.2d
No. 1141 (File No. 241 1t. 533 P.24 1112 1064 (1977).

Sec. 45.09.405. Assignment of security interest; duties of filing
officer; fees, (a) A financing statement may disclose on assignment of
a security interest in the collateral described in the statement by
indication in the statement of the name and address of the assignee or
by un assignment itself or a copy of an assignment on the face or hack
ofthe statement. Either the original secured party or the assignee may
sign this statement as the secured party. On presentation to the filing
officer of this financing statement, the filing officer shall mark the
same as provided in AS 45.09.403(d). The uniform fee for filing,
indexing, and furnishing filing data for a financing statement so
indicating an assignment is as prescribed by the administrative
director of courts.

(b) A secured purty may assign of record all or a part of his rights
under n financing statement by the filing of a separate written
statement of assignment signed by the secured party of record and
setting out the name of the secured party of record and the debtor, the
file number, and the date of filing of the financing statement and the
name und address of the assignee and containing a description of the
collateral assigned. A copy ofthe assignment is sufficient as a separate
statement if it complies with the preceding sentence. On presentation
to the fifing officer of the separate statement, the filing officer shall
mark the separate statement with the date and hour of the filing. He
shall not’ the assignment on the index of the financing statement. The
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uniform fee for filing, indexing, and furnishing filing data about the
separate statement of assignment is as prescribed by the
administrative director of courts.

(cl Afte; the disclosure or filing ofan assignment under this section,
the assignee is the secured party of record. (8 9.405 ch 114 SLA 1S62)

Sec. 45.09,406. Release of collateral; duties of filin g officer;
fees. A secured party of record may. by his signed staterr.*: at. release
all or a part of collateral described in a filed financing statement. The
statement of release is sufficient if it contains a description of the
collateral being released, the name and address ofthe debtor, the name
and address of the secured party, and the file number of the financing
statement. Upon presentation of the statement to the filing officer, he
shall mark the statement with the hour and date of filing and shall
note this information upon the margin of the index of the filing of the
financing statement. The uniform fee for filing and noting the
statement of release is as prescribed by the administrative director of
courts. I* 9406 ch 114 SLA 1962)

Sec. 45.09.407. Information from filing officer. <a) If the person
filing a financing statement, termination statement, statement of
assignment, or statement of release furnishes the filing officer a copy
of it, the filing officer shall upon request note upon the copy the file
number and date and hour of the filing of the original and deliver or
send the copy to the person.

(hi Upon request of a person, the filing officer shall issue his
certificate showing whether there is on file, on the date and hour stated
in it, a presently effective financing statement naming a particular
debtor and a statement of assignment of it, and if there is. giving ihe
date and hour of filing of each such statement und the names and
addresses ofeach secured party in it. The uniform fee for the certificate
is as prescribed by the administrative director of cour.s for each
financing statement and for each statement of assignment reported
therein. Upon request, the filing officer shall furnish a r.pv of a filed
financing statement nr statement of assignment for a uniform fee as
prescribed by the administrative director of cour.s. <S 9407 ch lit
SLA 1962)
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DEPARTMENT OF ( OMMERCF &
ECO\OMIC DFAFLOPMEN\NT POUCH D
OFFKE OF THECOMMISSIONER ~ JUNEAU. ALASKA 99811
Phone:465-2500

February 25, 1981

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

Juneau, Alaska 99811

Dear Senator Mulcahy:
Re: SB 179

Thank you for your request concerning our position on SB 179. It repre—
sents the work product of the Workers Compensation Study Commission.

The Division of Insurance has been working closely with the Workers
Compensation Study Commission on a number of the items covered by this
legislation. We are in favor of the bill.

The bill transfers the function of regulating workers compensation self-
insurance from the Alaska Workers Compensation Board to the Division of
I. surance in this department. We are not overly enthralled with the
prospect of acquiring this responsibility, but recognize that it is more
akin to our operations than those of the board or the Department of
Labor. The bill does provide the necessary tools to properly perform
this function and section 2 of the bill is based substantially on work
done by the Division of Insurance at the request of the Study Commission.

The bill revises the insurance fictitious group statute to permit
workers compensation insurance groups to form with greater ease.

The bill revises the insurance rating law to encourage competitive
rating in workers compensation insurance. This is a substantial de—
parture from the current system which tends to fix rates by all insurers

at the same level regardless of the individual insurer®s experience or
expenses. This new approach moves in the <irection of a recent model by
the National Association of Insurance Comm ssioners.
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The Honorable Bob Mul~fy -2- Fedify 25, 1931
We have noted a number of corrections that need to be made. These
appear in the enclosed section by section commentary. The commentary is

confined to sections 1, 2, 4, 5, 6, 7, 13, 14, 15, 19, 20, 25, 26, 28,
29, 46, 64 and 70.

Very taidy younss 1 j

Charles R. Webber
Commissioner

CRW/mh3/15

Enclosure



Section 1.

Section 2.

Section 4.

Sections 5-

SB 179
Section by Section Commentary

This section is a purpose section for section 2 of the
bill.

This section adds a new chapter to the insurance code
dealing with workers compensation self-insurers. It
transfers the function from the Workers Compensation
Board to the Division of Insurance. It newly provides
for self-insurer jroups. The chapter outlines require—
ments intended to =nd in determining the ability of the
self-insurer to meet its obligations under AS 23.30.
These functions are totally new to the Division of
Insurance and will require expertise not presently housed
there. The functions are more akin to the functions of
the Division of Insurance than they are to the Workers
Compensation Board functions.

On page 7, line 24, a stay of revocation provision is
included which provides a stay "until the hearing process
is compleUd."™ This language 1is ambiguous since no
definition provides when the process is completed.

Proposed Amendment. On page 7, line 24, remove the
phrase "hearing process is completed”™ and add "the time
noted in the order issued by the director following the
hearing but not sooner than five days following the
order."

This section modifies the fictitious group statute to
facilitate the formation of workers compensation safety

groups. Groups do not have standing under the rate law
to make rate or rating plan filings. Insurance companies
have standing. A minor revision will correct the problem.

Proposed Amendment. On page 9, line 5, following the
word "has" insert the phrase "through an insurer."”

These sections modify the Alaska insurance rate law for
workers ccmpensation from its present prior approval
approach to a file and use approach. Under the present
system, a single rating organization files rates for all
insurers and the insurers are required to adhere to that
schedule of rates. This results in little or no rate
competition. This proposal would change the role of the
rating organization in a way that would result in a wide
selection of insurance rates. Under the proposed change



$100 for each day the insurer fails or refuses to pay a
fiiial award or judgement (excluding the period permitted
for acpeal) made against it, or rts insured, or it fails
or re-uses to comply with & provision o” this chapter."”

Section 15. This section is similar in some respects to HB 94. It
changes the formula for payments to the second injury
fund from 8% on permanent partial disabilities to 6% on
permanent total, permanent partial, temporary total, and
temporary partial injuries. This formula will improve
the cash flow to the second injury fund. The actuaries
of the rating organization have estimated the impact on

workers compensation insurance rates to be an increase of
1 %.

Sections 19, 20,

25, 26, 28, 9,

and 64. The changes in these sections relate to the change in
section 2 whereby the regulation of self-insurers is
transferred from the Workers Compensation Board to the
Division of Insurance.

Sections 25, 26

28 and 64. These sections change "board"™ to "director of insurance"
and also change "compensationl to "benefit." The trans—
fer of the regulation of self-insurance has too quick an
effective date toavoid problems. Time is needed to
staff, to developregulations to implement the changes
and to work out the bugs. The transfer should be imple—
mented on July 1,1982. This necessitates a splitting of
these sections toreflect that certain changes occur at
later dates.

Proposed Amendment. Split section 25 on page 23, lines
12-24, into 2 sections, 25A and 25B, to read as follows:

Sec. 25A. AS 23.30.075(a) 1is amended to read:

(a) An employer under this chapter, unless exempted,
shall either [,] insure and keep insured for his liabili—
ty under this chapter in an insurance company or associa—
tion duly authorized to transact the business of workers
compensation insurance in this state, or shall furnish
the toard satisfactory proof of his financial ability to
pay cirectly the benefits [COMPENSATION] provided for.
IT an employer elects to pay directly, the board may, in
his [ITS] discretion, require

0) the deposit of an acceptable security,

indemnity or bond to secure the payment of benefit
[COMPENSATION] liabilities as they are incurred; and

Page 3 of 6



the rates for each insurer for a particular classifi—
cation would be different. Insurers would be competing
in areas that they do not typically compete in now,
including expenses and investment income.

Section 7. This section modifies the deviation section of the insurance
rate law to make clear that a rate filing under sections
5 and 6 are not deviations and that a deductible or :oss
reimbursement plan is not considered a deviation.

Section 13. This section is intended to encourage the use of deduc—
tible provisions in a workers compensation insurance
policy. It provides that the insurer is liable for the
full benefit required under the law but permits recovery
by the insurer from the insured employer of the amount
they have agreed upon.

Section 14. AS 23.30.030(7) 1is a required provision in a workers
compensation policy. Unfortunately, it is not workable.
Form filings are made by a rating organization on behalf
of all its member and subscriber companies, so that it is
not possible to disapprove the form in the manner outlined.
The director of insurance does not presently accept or
receive proofs of insurance from any insurer so this
language is meaningless. The approach here would penalize
all other insured employers of the insurance company and
could leave them uninsured. Its akin to killing a gnat
with a baseball tat. A better approach would be to allow
specific penalty to be determined on the basis of the
severity of the specific situation. This could range
from a fine to a suspension of authority.

Proposed Amendment. On page 16, lines 22-29 and page 17,
line 1, amend AS 23.30.030(7) to read:

(7 If the insurer fails or refuses to pay a final
award or judgement (except during the pendency of an
appeal) made against it, or its insured, or if it fails
or refuses to comply with a provision of this chapter,
the director of insurance [COMMISSIONER SHALL REVOKE THE
APPROVAL OF THE POLICY FORM, AND MAY NOT ACCEPT FURTHER
PROOFS OF INSURANCE FROM IT UNTIL IT HAS PAID THE AWARD
OR JUDGEMENT OR HAS COMPLIED WITH THE VIOLATED PROVISION
OF THIS CHAPTER, AND HAS RESUBMITTED ITS POLICY FORM AND
RECEIVED THE APPROVAL OF THE FORM BY THE INSURANCE COMMIS—
SIONER] may suspend or revoke the insurer®"s Certificate
of Authority pursuant to AS 21.09.150 or impose a fine
upon the insurer of not less than $2? and not more than
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(2) proof of excess insurance.
Sec. 25B. AS 23.30.075(a) is amended to read:

( ° An employer under this chapter, unless exempted,
shall ther insure and keep insured for his liability
under ,is chapter 1in an insurance company or association
duly authorized to transact the business of workers
compensation insurance in this state, or shall furnish
the director of insurance [BOARD] satisfactory proof of
his financial ability to pay directly the benefits pro—
vided for. If an employer elects to pay directly, the
director of insurance [BOARD] may in fm [ITS] discre—
tion, -equire

) the deposit of an acceptable security,
indemnity or bond to secure tne payment of benefit
liabilities as they are incurred; and

(2) proof of excess insurance.

Proposed Amendment. Split section 26 on page 23, lines
25-29, and page 24, lines 1-9, into two sections, 26A and
2.6B to read as follows:

Sec. 26A. AS 23.30.075(b) 1is amended to read:

(b) An employer who fails to insure and keep in—
sured employees subject to this chapter or fails to
obtain a certificate of self-insurance from the board,
upon conviction, 1is punishable by a fine of not more than
$1,000, or by imprisonment for not more than one year, or
by both. If an employer is a corporation, all persons
who, at the time of the injury or death, had authority to
insure the [SAID] corporation or apply for a certificate
of self-insurance, and the person actively in charge of
the business of thf [SUCH] corporation shall be subject
to the penalties prescribed herein and shall be personally,
jointly and severally liable together with the corporation
for the payment of all [COMPENSATION OR OTHER] benefits
for which the corporation is liable under this chapter if
the [SAID] corporation at such time 1is not insured or
qualified as a self-insurer.

The above section 1is unchanged from the bill since need
for a further change to page 23, line 28, was overlooked.
That change 1is incorporated in section 26B.
Sec. 26B. AS 23.30.075(b) 1is amended to read:
(b) An employer who fails to insure and keep insured

employees subject to the chapter or fails to obtain a
certificate of sdf-insurance from the director of insurance
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[BOARD],

upon conviction,

is punishable by a fine of not

more than $1,000, or by imprisonment for not more than

one year,
all persons who,
authority to

ficate of self-insurance,
charge of the business of the corporation shall
subject to the penalties prescribed herein and shall
jointly and severally
the corporation for the payment of all

personally,

the corporation is

orporation at such tine

self-insurer.

Proposed Amendment.
into two sections,

19-27

Sec. 28A. AS 23.30.085(a)
@

exempted, shall

with the insurance

board! in the form

also give evidence
termination of his
These requirements
certification from

pay benefits [COMPENSATION] directly without

Sec. 28B. AS 23.30.085(a)
@)

exempted, shall

with the insurance

board, in the form

also give evidence
termination of his
These requirements
certification from
his financial
insurance.

Proposed Amendment.
into two sections,

16-22

Sec. 64A.

(19)
instead of
it provides elects

SATION] provided for,

satisfactory pmof

direct payif.c ,ts and nas been

certificate;

or by both.
at the time of the
insure the corporation or apply for a certi—

An employer subject to this chapter,
initially file evidence of his compliance

An employer subject to this chapter,
initially file evidence tf his compliance

AS 23.30.265(19)

"self-insurer"
insuring his

If an employer
injury or death,

is a corporation,
had
and the person actively in

be

be
liable together with
benefits for which
liable under this chapter if the

is not insured or qualified as a

Split section 28 on page 24, lines
28A and 28B to read as follows:

is amended to read:
unless

provisions of this chapter withthe
prescribed by it. The employer shall

of compliance within 10 days after the
insurance by expiration or cancellation.
do not apply to an employer who has

the board of his financial ability tn
insurance.

is amended to read:
unless

provisions of this chapter withthe
prescribed by it. The employer shall

of compliance within 10 days after the
insurance by expiration or cancellation.
do not apply to an employer who has

the director of insurance [BOARD] of

ability to pay benefits directly without

Split section 64 on page 46, lines
64A and 64B to <®ad as follows:

is amended to read:

means an employer who,
liability under this chapter as
to pay directly the benefits [COMPEN—
and who has furnisned to "the board
of Ms financial ability to make the
issued & self-insurance
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Sec. 64B. AS 23.30.265(19) is amended to read:

(19) "self-insurer” means an employer who,
instead of insuring his liability under this chapter as
it provides, elects to pay directly the benefits provided
for, and who has furnished to the director of insurance
[EOARj] satisfactory proof of his financial ability to
make the direct payments anu has been issued a self-
insurance certificate;

Section 29. The language on page 25, lines 4-9, conflicts with tec.
21.62.160 on page 7. It is not needed.

Proposed Amendment. On page 25 remove the sentences
starting on line 4 and ending on line 9.

The new language on page 25 starting on line 9 and ending
on line 13 poses a problem since the director will not
necessarily know to whom notices must be sent.

Proposed Amendment. On page 25, line 13, following the
word "state," add "provided that the contracting agency
has obtained proof of self-insurance from the employer
designating the contracting agency as a person to receive
notice under this section."”

Section 46. No comment generally on this section except to say that
the use of a draft on page 38, line I°l, is in conflict
/ith a barrier to drafts found in AS 21.89.030 adopted in
1968.

Proposed Amendment. On page 38, line 21, remove the
words "or draft."

Section 70. This is the effective date section calling for an effective
date of July 1, 1981. See comments on section 25.

Proposed Amendment. This section should be split into two
sections, 70A and 70B to read as follows.

Sec. 70A. Sections 3, 4-18, 19A, 21-24, 25A, 26A, 27,
2cA, 30-53, 64A and 65-69 of this Act take effect on July
1, 1531.

Sec. 70B. Sections 1, 2, 19B, 20, 25B, 26B, 28B, 29 and
64B of this Act take effect on July 1, 1982.



Bill NO.  senate Bill 179 Date  March 2, 198
Tltle "An Act relating to workers®™ compensation; Contact77'Judy Knight and

providing for an effective date."” 465-2700
Jacquelyn McClintock
465-2790

This legislation reflects the work accomplished by the workers®™ compensa—
tion study commission and is the result of considerable testimony at
commission hearings from workers, labor groups, employers, insurance
companies, attorneys, and state agency personnel.

The Workers®™ Compensation Board and Division have worked very closely with
the study commission 1in recommending amendments that are aimed towards
reducing litigation and administrative delays in processing claims. The
amendments to AS 23.30 will clarify inconsistencies and ambiguities in the
language of the Act and will bring that language into harmony with inter—
pretations set forth in existing court decisions and with the current
practice of the Alaska Workers®™ Compensation Board.

The Department of Labor supports the bill with minor amendments to Sections
15 and 46 and feels it will be a significant factor in redjcing the costs
of workers®" compensation to the employer without jeopardizing benefits to
the injured worker.

A Fiscal Nou: and section by section analysis of the changes affecting the
Workers®™ Compensation Board and Division have been prepared.

POSITION PAPER/Department of Laur



UCCA
POSITION PAPER
ADDENDUM 1

GLOSSARY OF TERMS:

DISABILITV: incapacitv due to an xnjurv to earn the mages
WHICH THE EMPLOVEE MAS RECEIVING AT THE TIME OF THE INJURV

Permanent Total. Disabii_itv! a determination that due to an
INJURV THE EMPLOVEE 1S SUFFERING FROM AN IMPAIRMENT MHICH MILL
KEEP HIM FROM BEING ABL-E TO WORK AGAIN AT REGULAR EMPLOVMENT

Permanent Partial. Oisabilityv a determination made after the
CONDITION STABILIZES OF THE EXTENT OF DISABILITV ARISING FROM
THE INJURV/ USUALLV A SCHEDULED BENEFIT

Temporarv Total Disabilitv: indemnitv pavments made to an
INJURED EMPLOVEE FOR THE AMOUNT OF TIME OUT OF MORK DUE TO AN
INJURV UNTIL THE CONDITION STABILIZES

Compromise and Release Agreement: agreement reached betmeen
INJURED PARTV AND EMPLOVER OVER EXTENT AND DOLLAR VALUE OF THE
INJURV) MHICH MUST BE APPROVED BV THE WORKER®"S COMPENSATION
Board* and can result in a lump sum pavment closing out the

INDEMNITYV PORTION OF THE CLAIM

Average Ueeklv Uage: computation of all mages earned over a

PREDETERMINED AMOUNT OF TIME/ DIVIDED BV THAT NUMBER OF MEEKS

Self-Insurer: an emplover mho/ rather than purchasing
INSURANCE/ HAS ELECTED TO PAV DIRECTLV THE COMPENSATION
REQUIRED AND HAS PROVIDED SUBSTANTIAL PROOF OF HIS ABILXTV TO
MAKE THE PAVMENTS

Second Injurv Fund: fund set up to cover disabilitv and
REHABILITATION COSTS IN CASES WHERE INJURIES OCCUR TO
INDIVIDUALS ALREADV DOCUMENTED AS HAVING A PREEXISTING INJURV

NOTE1l On page 4 of the UCCA Postion Paper/ under Offsets -
Worker s -Compensation Benefits/ Lection 2/ UCCA POSITION/ +the
FOLLOWING CORRECTION SHOULD BE MADE: THAT THE SUM OF THESE
WEEKLY PAVMENTS BE LIMITED TO 100% OF THE WORKER®*S TAKE HOME
WAGE/ WITH THE WORKER®"S COMPENSATION BENEFIT BEING PAID FIRST.



w%rkeéo)s( %ﬂnipensation fAPinittee of Alaska (WCCA)
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Anchorage* P.laska 99504
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The Worker’s Compensation Committee of Alaska CWCCA) 1is a
political action committee. The committee was formed by a
9roup of Alaskan employers concerned about the economic impact
on business of the workers” compensation system iIn Alaska.

The committee does not want to deprive workers of legitimate
benefits. Our objectives are to establish a mechanism for the
handling of disputed claims* to encourage a well structured
rehabilitation program* and to establish an®awareness of the
fact the workers” compensation costs are passed on directly to
the consumer.
Wy - -
To these ends* we have been actively working with and
communicating with employers and employer groups ail over the
State. We have encouraged these employers and groups to appear
at hearings on Workers” Compensation offering 1input based on a
wide range of experiences* and showing the broad base of
employer concerns with the problems in the current system.

At this time* we are enclosing an information booklet onZzthe
status of the present Workers” Compensation law and our
Position Paper outlining our recommendations for legislative
and administrative changes iIn the Workers” Compensation system
in the State of Alaska. IT you desire any further
clarification of our position* WCCA wi Il be happy to provide
you with additional i1nformation.

Very truly yours*
o* | . S .- w
y tc.
((_r

Foard of Directors
Worker’s Compensation Committee of Alaska

Howard Addison* Tesoro Alaska Petroleum Co.

Richard Cattanach* Unit Company, Alaska Chapter* AGC 34<l1-4>5fes8
Ann Cox, DHL Worldwide Express

Howard Cutter* Alyeska Pipeline Service Co.
Ken Kleker* J.B. Gottsxein and Co.

Bud Obermeyer, INA/Ai1.pac

Don Scott* NANA Regional Corp.

Jan Sloan* Clary Insurance Agency

Tom Tierney* Corroon & Black/ Dawson & Co.
Jack Thompson* Ailr Van Lines

Ike Waldrop* Alaska Chapter, NECA

David Wilkes, American Federation of Business
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DEI'WUTMOT OF LAHOIt

JB l\lilEAl\%J[,lgALASKA 99811

Ph: 465-2790

March 3, 1981

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

Juneau, Alaska 99811

Dear Senator Mulcahy:
Re: SB 179
Thank you for your request concerning our position on SB 179.

This bill reflects the work accomplished by the Workers®™ Compensation
Study. Commission and 1s the result of considerable testimony at commissi
hearings from workers, labor groups, employers, lInsurance companies,
attorneys and state agency personnel. Our agency has worked very
closely with the Workers®" Compensation Study Commission 1n recommending
amendments that are a%ed towards reducing litigation and administrative
delays 1n processing claims. The amendments to AS 23.30 will clarify
Inconsistencies and ambiguities 1n the language of the Act and will
bring that language Into harmony With Interpretations set forth In
existing cjurt decisions and with the current practice of the Alaska
Workers®™ Compensation Board.

We feel the legislation proposed 1n SB 197 will be a significant factor
In reducing the costs of workers®" compensation to the employer without

jeopardizing benefits to the injured worker and we strongly support
the bill.

We have noted minor corrections that should be made to sections 15 and
46 and have enclosed a section by section discussion of the changes

that effect the Workers® Compensation Board and Division.

€ry. trulyyours,

acquelyn L. McCHntock, Director
Workers®™ Compensation Division

JLM/mjs

Enclosure



Sec. 15. AS 23.30.040(b), page 17, lines 13-15:

The amended section requires clarification on subsequent contributions
to the Fund if the employee®s claim exceeds one year from the date of
injury. We suggest the bill be revised to read:

The first contribution must be made by one year from the date of the
injury or on termination of the employee®s claim, whichever 1is sooner.
Subsequent contributions must be made yearly or on termination of the
employee®s claim, whichever is sooner.

Sec. 46. AS 23.30.155(d), page 36, lines 18-26:

This amendment was intended to clarify when the employer should file
notice of controversion both initially and midstream on an employee®"s
right to benefits. The word OR_following the word death was omitted and
should be corrected to read:

If the employer controverts the right to benefits, [COMPENSATION] hi
shall file with the board on or before the 14th day after he has knowled
of the alleged injury or death or on or before an installment of compen-—
sation payable without an award is due, a notice of controversion on
>1, |IN ACCORDANCE WITH] a form prescribed by the board [, STATING THAT
THE RIGHT TO COMPENSATION IS CONTROVERTED, THE NAME OF THE CLAIMANT, THE
NAME OF THE EMPLOYER, THE DATE OF THE ALLEGED INJURY OR DEATH, AND THE
GROUNDS UPON WHICH THE RIGHT TO COMPENSATION IS CONTROVERTED],

AS 23.30.155(0), page 38, line 29 and page 39, lines 1-5:

The purpose of this amendment was "to require the employer to report the
total amount of all benefits, legal fees and penalties paid during the
year or upon termination of a claim, whichever is sooner. Section
requires correction to delete the word quarter and clarification on
subsequent reports if the employee"s claim exceeds one year from the
date of injury. We suggest the bill be revised to read:

An employer shall file on or before the date one year from the date of
injury or upon termination of the claim, whichever is sooner, a report
on a form prescribed by the board, showing the total amount of all
benefits, legal fees, and penalties paid during that period [THE QUARTER
"including the name of theclaimant, the date of injury, and the claim
number. Subsequent reports must be made yearly or upon termination of
the claim, whichever is sooner.
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1-2.

9-12.

13-14.

HB 159/SB 179
Section by Section Analysis

Section analysis by the Department of Commerce and Econonmil
Development, Division of Insurance.

This section prevents discriminatory enployment practices
on the part of employers towards employees who have filed
a claim for workers® compensation benefits. The same
prohibition is cross-referenced in AS 23.30.263 under
Section 51.

Section analysis by the Department of Commerce and Economil
Development, Division of Insurance.

This section adds an additional panel to the Alaska
Workers®™ Compensation Board which may sit in any judicial
district in the event regular panel members are unable to
attend scheduled hearings. Members of the board, except
the Chairman or his designees, are citizens appointed”
pursuant to AS 23.30.005 and at times have scheduling
conflicts with their own occupational duties. The amendme;
will insure that disputed claims are heard expeditiously
by a full board panel and will provide the resources to
conduct additional board hearings when the workload requir

The term "benefits" is substituted for "compensation™ to
achieve consistency throughout AS 23.30 in conformity with
court and board interpretations. The term "benefits" s
defined in AS 23.30.265(28) under Section 66 to mean
"compensation and medical and related benefits." The
definitions for "compensation™ and "medical and related
benefits” already exist under AS 23.30.265(8) and (16).
This amendment will clarify current misunderstandings in
interpreting these terms.

Section analysis by the Department of Commerce and Economil
Development, Division of Insurance. Section 14 also
includes substitution of "benefits" for "compensation"”
where applicable.

The repeal and reenactment of AS 23.30.040 is necessary if
the second injury fund is to continue to meet its statutor
obligations to rehabilitate the injured and disabled
worker and to reimburse employers/carriers on subsequent
injury claims.

This section expands the base for contributions to the
second injury fund and incorporates a contribution scheduli
which will insure i, ;o"ivvw-y r.f the fund. It changes
the base for payments to the fund from permanent partial
disability to permanent total, permanent partial, temporar.
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Section

Section

$

Section

Section

Section

16-17.

18.

19-20.

21-26,

27.

total and temporary partial disabilities. Under Section
69, an initial contribution rate of 6 percent is establish
which will build reserves before a sliding rate scale
takes effect in 1983. It also allows a more realistic
maintenance allowance of $200 a month and total maximum
expenditures for retraining to $10,000 in order to adeouat
cover the inflationary rise in expenses encountered foi
rehabilitation or retraining. The section also transfers
the administrative expenses of the state from the resource
of the second injury fund to the general fund.

Substitution of "benefits"™ for "compensation" where applic

This section allows placement of disabled employees who
are being rehabilitated for gainful employment into work
situations where the employer is willing to pay some wages
to the trainee but does not want the risk of new injury to
the handicapped person an! the consequent increase in
employer®s insurance prenrums; or if no other employees,
having to obtain workers®™ compensation insurance just for
the trainee. Successful rehabilitation will result ip
getting the handicapped employee back to a self sustaining
tax paying citizen of the state and is worth the investmen
by the state in accepting the risk of his being re-injured
while learning a new occupation. This amendment will also
encourage employers to pay wages to the trainee and reduce
costs to the rehabilitation agency sponsoring the. trainee.

The section also permits the Department of Labor to place
eligible persons in rehabilitation programs with an employ
in the event a request is net made through the office of
vocational rehabilitation.

Section analysis by the Department of Commerce and Economi
Development, Division of Insurance.

Sections include substitution of "benefits" for "compensat
where applicable and analysis by the Department of Commerc
and Economic Development, Division of Insurance.

Adds a subsection which stiffens the penalties to employer
who fail to insure or provide security for workers®™ com—
pensation liability to their employees and provides the
Board with the meuns to enforce that statutory requirement
through stop order authority. Failure to enforce the
requirement that all employers secure liability for worker
compensation results in a disparity to the employer who
does insure and must figure the costs of insurance into
his costs of doing business and forces the injured worker
to rely on medical care and funds from public assistance
programs.



Section 28-30.

Section 31.

Section 32.

Section 33.

Section analysis by the Department of Commerce and Ecor
Development, Division of Insurance. Also includes sub-
stitution of "benefits”” for "compensation” where applic

This section deletes wording which makes it necessary !
an injured employee to appeal to the Alaska Workers”
Compensation Board if the need for medical treatment di
to work injury extends beyond two years. The board has
repeatedly held that if continued medical treatment is
required due to the injury, the costs should be paid b)
the employer®s insurance carrier regardless of v/hether
need for medical treatment has lasted for over two year
yet, some adjusters continue to stop medical costs and
advise the employe™™ the law provides for only two
years of medical coverage. The employee then either hi
an attorney or petitions the board for help and often t
matter must be heard anti ruled on by the board before 1
carrier will pay additional medical costs. As a result
the board is required to >old unncecessary hearings, A
carrier incurs unnecessary attorney fees and the generi
costs of the workers®" compensation program 1is unnecesse
increased.

The section also deletes wording that requires an emplc
if he wishes to change doctors, to do so "in accordance
with rules prescribed by the board."™ The board is adve
to setting out rules, which would in any way, hamper tF
recovery process or the employee®"s right to the selecti
of the treating physician. If the er;vloyee abuses this
right, the employer/carrier may seek relief through boe
hearing.

This section encourages prompt reporting of treatment t
doctors treating injured workers. Some doctors now fil
a report o first treatment but fail to notify the carr
of follow-up treatment. When the doctor gets around tc
billing some months later, the bill 1is considerable. J
doctors have continued to treat an employee after sendi
a first report indicating further care was not necessar
or would be minimal. By the time the carrier gets a bi
and a follow-up report, the bill is for many hundreds c
dollars. This change will also provide the board and

employer/carrier with the current medical status on the
employee so that his progress can be better monitored.

This section deletes language left over in the Act froir
the days when the employer selected the physician. Exp
has shown that the employee never exercises th".; right
except upon the urging of his doctor or attorney. This
situation delays resolution of disputed claims -*nd allc
some doctors to unnecessarily increase the costs of
workers®" compensation while they stand around watching
another doctor perform an examination of an injured wor
This process is duplicative, involves at least 4 partit
and wastes time. Section also includes substitution of
"benefits" for "compensation"™ where applicable.



Section 34-36.

Section 37.

Section 38-40.

Seciton 41.
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Section 42-45.

Substitutes "benefits" for "compensation" where applicable

This section deletes ambiguous language which is the
result of incomplete amending in 1962 to the statute of
limitations provision for filing a claim.

In W. R. Grasle Co. v. Alaska Workmen"s Compensation Boar
517 p.2d 999 (Alaska 1974), the Supreme Court found no
time frame in which the four-year statute may operate
subsequent to the 1962 amendment.

The section also includes substitution of "benefits" for
"compensation" wheic applicable.

Substitutes "benefits" for "compensation”™ where applicabl

This section provides realistic time frames in the board
hearing process and rids the statute of board authorizati
to rule on a claim without benefit of the parties to be
heard. The change from 10 to 20 days for service of notic
of hearing will allow sufficient time for the parties to
properly prepare the case for board hearing, thereby""
reducing the number of continuances or further hearings,
and will enable conformance with 8 AAC 45.070(b). Due to
the time required wior the board to adequately research th
difficult legal issues involved 1in many cases and the
geographic separation of some members, the board hi.\
consistently been unable to comply with the statutory
requirement of 20 days for issuance of its written decisi
and order. The change from 20 to 30 days is proposed to
grant sufficient research time for the board to set forth
its findings and conclusions according to proper statutor
criteria, thereby reducing the number of hearings resulti
from remands or requests for modification of award, and t
allow additional time for the order to be sent to the
board members for their review and signature.

The section also deletes the portion of the provision
authorizing the board to rule on a claim without benefit
of hearing. This portion has never been used by the boar
as it precludes the right of the parties to be heard or
the opportunity for cross-examination on the issues of th
claim.

Includes substitution of benefits for compensation where
applicable.

Substitutes "benefits" for "compensation" where applicabl



Section 46.

Section

Section

Section

Section

47-

50.

51.

52.

The amendments in AS 23.30.155 are essentially "house—
keeping"™ changes and are aimed primarily towards reducij
litigation and administrative delays 1in processing clair
These changes address serious problems or gaps in the At
which mislead or confuse employees, employers, and insut
carriers and which result in needless litigation. This
section 1) clarifies a controverted claim and the requi>
under which a notice of controversion must be filed; 2)
requires notice be filed with the board whenever payment
of compensation has begun, terminated or changed and
provides penalties for failure to file such notice; 3)
includes substitution of "benefits" for "compensation"
where applicable; 4) requires board approval for reimbui
of advance payments or overpayments of compensation fror
unpaid installments; 5) requires that compensation be dj
by a check or draft which may be immediately cashed; 6)
authorizes the board to order lump sum payments for botl
scheduled and unscheduled permanent partial disabilities
under AS 23.30.190, whenever it is in the interest of d
injured employee and will not cause substantial hardshij
to the employer (the board currently is authorized to
order lump sum settlements for unscheduled permanent
partial disability under AS 23.30.190(20)); and 7) requi
periodic reporting of all payments made on claims which
will be used to provide the public and private sectors
with current and accurate injury statistical data.

Substitutes "benefits" for "compensation" where applicat

This section changes the method by which the average
weekly wage is determined in all jurisdictions for purpc
of computing compensation and provides for a consistent
and equitable means to adjust compensation rates for
claims being paid to out-of-state recipients.

This section clarifies the oiles under which compensatic
rates are adjusted for recipients not residing in Alaska
consistent with legislative intent and regulations, insu
adequate benefit levels for those recipients and provide
for an annual adjustment in the compensation rate commen
with changes in average weekly wages.

This section deletes language now provided for in AS
23.3C.ii15(n) under Section 46.



This section provides for payment of compensation to an
injured worker at his temporary total disability rate
while undergoing rehabilitation or retraining. This
change 1is consistent with interpretations set forth in
Supreme Court decisions and with current board practice.

AS 23.30.191 w?i enacted in 1963 when there was a limit
compensation ? .id for both temporary and permanent partic
disabilities. Tt was often the case that an injured
worker would be paid the maximum, but required rehabili—
tation to return to the work force. To provide rehabili-
tation to those no longer entitled to temporary disabilit
compensation, payment of one-half the rate was paid under
Section 191. For injuries after May 22, 1975, there is ¥
maximum limit for payment of temporary disability and
such compensation should be continued while undergoing
rehabilitation if the worker is incapacitated from earnir
the wages as before injury.

In Phillips Petroleum Company v. Alaska Industrial Board,
17 Alaska (1958), the Supreme Court stated:
r
"The period of temporary total disability is
defined as: the healing period or the time during
which the workman is wholly disabled and unable
by reason of his injury to work."

Our statute defines "disability as the incapacity because
of injury to earn the wages which the employee was re—
ceiving at the time of injury. When such a condition 1is
temporary, AS 23.30.185 requires the payment of temporar>
total disability compensation during the continuance of
the disability.

The intent of the Act is to encourage injured workers whc
are totally or partially incapacitated for their normal
occupation, to undergo vocational rehabilitaiton effort:
aimed toward return to gainful employment. This not onl>
benefits the worker, but reduces the future liability of
the employer for payment of permanent partial or permaner
total disabilities. To reduce the compensation rate by
one-half when thp worker does undertake such a program
discourages rather than encourages participation in
retraining.
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54.

55.

56-

58.

59-

61.

62.

63.

64.

This section provides for the modification of a compromi
and release agreement to the degree that a board order c
be modified.

AS 23.30.210(b) grants the employee and the employer the
right to enter into an agreement to resolve a disputed
claim. The board must approve the compromise and releas
for the agreement to be valid and, if approved, the
agreement 1is enforceable the same as an order of the
board. If the language of the Act is strictly construed
however, the agreement cannot be modified within one yea
for a mistake of fact or a change 1in condition as is
allowed in the board"s orders. Fraud, actual or constru
is the only ground for modification. The board, based o
its experience with hardships and harsh results in cases
involving change of condition, latent injury or mistake
fact in cases where compromise and release agreements ha"
been approved, believes an agreement should be modifiabli
at least to the degree that an order can be modified.

Section also includes substitution of "benefits™ for
"compensation" where applicable.

This section provides for inflationary increases in
funeral expenses on death claims. The current limit for
reasonable and necessary funeral expenses are not adequai
and result in a hardship to the family of the deceased o
the employer for payment of the additional costs.

Sections substitute "benefits"” for "compensation" where
applicable.

This section provides stiffer penalties for employees wh<
wilfully misrepresent a claim to collect benefits.

Sections substitute "benefits" for "compensation" where
appl icable.

See Section 3.

Section substitutes "benefits"” for "compensation" where
applicable.

Section amends definition of "medical and related benefi
to include pain clinic services.

Section analysis by the Department of Commerce and Econcr
Development, Division of Insurance. Also includes subst
of benefits for Compensation where applicable.



Section

Section

Section

Section

Section

Section

65.

66 .

67.

68 .

69.

70.

This section clarifies the definition of "wages" for
purposes of computing an employee"s average weekly wage.
The deletion of "in force at the time of the injury"” is
necessary to make the definition consistent with the
method by which the average weekly wage is determined
under AS 23.30.220 as a result of the 1977 amendments.

This section is amended to include a definition for "bene
as explained in Section 9-12, and defines the term "reser
rate" as used in Section 15.

Section deletes inconsistent and ambiguous language in th
Act and those provisions that are repealed by the propose
legislation.

This section clarifies that the amount of payment to the
second injury fund and the conditions under which payment
is required, 1is in accordance with the version of AS
23.30.040(b) that was in effect on the date of injury to
the employee.

See Section 15. -

This section provides for an effective date for the bill
of July 1, 1981.



Jesda Jitete NegdAlure
Senate

Committee on £afor & Commerce

Ponch V
N _ State Capitol
Official Business Juneau, Alaska 99811

Definitions (in the context of SB 179):
BENEFITS: Compensation and related medical benefits

SECOND INJURY FUND: Fund established to cover disability and Rehab-
ilition costs in cases where injuries occur to individuals already

documented as having a pre-existing injury.

Permanent Total Disability: A determination that due to an injury
the employee is suffering from an impairment which will keep him

from being able to work again at his regular employment.,

PERMANENT PARTIAL DISABILITY: A determination made after the con-
dotion stabilizes to the extent of disability arising from the 1in—

jury,, usually a scheduled benefit.

TEMPORARY TOTAL DISABILITY: Indemnity payments made to an injured
employee for the amount of time out of work due to an injury until

the condition stabilizes.

COMPROMISE AND RELEASE AGGREEMENT; Agreement reached between the 1in—
jured party and employer over the extent and dollar value of the 1injury
which must be approved by the Workers Compensation Board, and can res—

ult in a lump sum payment closing out the indemnity portion of the clainm.

AVERAGE WEEKLY WAGE; Computation of all wages earned over a pre- det—

ermined amount of time, divided by that number of weeks.

SELF INSURER; An employer who, rather than purchasing insurance, has
elected to pay directly- the compensation requin 1 and has provided

substantial proof of his ability to make payments.



*WAGES: Wages means the money rate which the services rendered 1is
recompensed under the contract of hiring, and includes the reason—
able value to the employee of board, rent, lodging, or similar ad-—
vantage received from the employer, and gratuities received in the

course of employment.

RESERVE RATE: Means the unencuml td second injury fund balance on
October ?Ist of each year as a percentage of disbursements from the

Second Injury Fund during the 12 month period ending June 30th of

the "same calendar year.

Medical Benefits to include pain clinic services.



FEATURES OF SB 179:

1. SB 179 increases the Workmans Comp board from 7 members to 9.
2. Provides for 3 additional staff for Div. of Insurance
3. ntroduced to reduce costs tc. employers, yet retain protection
for the injured employee
A. Provides for self insurers to form (less expensive;
B. Extends benefits of the Second injury fund to assist 1in
rehabilitating injured worker and returning him to the
work force. Expands the base for contributions
4. Through out the bill language substitutions are made between
"benefits” and "compensation"; clarifies current misunderstandings
5. Defines classes of disabilities:
a. Permanent total
b. Permanent Partial
Temporary Total
d. Defines Reserve Rate, Compromise and Release Agreement, Aver —
age weekly Wages.
6. Allows medical benefits to extend to Ps.in Clinics
7. Prevents discriminatory employment practices towards employees
who have filed for Compensation
8. Insures claims (disputed) are heard expeditiously
9. Establishes solvency _nimums for s”if 1insurers
10. Stiffens penalties to employers who fail to insure
11. Transfers Authority from Workmans Comp., Brd. to Div. of insur—
ance for regulating insurance related mat"™ cs
12. An employer.subject to this chapter must file evidence of his
insurance compliance
13. Allows the placement oZ a disabled empLoyee who 1is being rehab—
ilitated into a work situation where the employer is paying some
wages to the trainee, but does not want the risk of further in-—
jury to the employee or the increase of employers insurance pre—
miums.
14. Permits the Dept, of Labor to place eligible persons 1in rehab
programs with an employer in the event a request is not made

through the Div. of Vocational

Rehabilitation.



S3 179 continued:

15. Provides that if additional treatment is necessary due to the
injury, the cost should be paid by the employers 1insurance car —
rier. Regardless of whether the treatment has lasted over 2 years.

16. Outlines the employees right to the selection of physicians; If
the employee abuses this right,the employer/carrier may seek
relief through a 3ocard hearing.

17. Encourages prompt reporting by physicians. Provides the Board
and employer/carrier with current medical status on the employee
so they may monitor recovery.

18. Provides a time frame of 20 days notice (currently 10 days) of
hearing to allow more sufficient time for the parties to prepare
their cases.

19. In the case of written decisions/orders the period of time is
extended from 20 to 30 days to allow the board adequate time for
research. Should reduce the number of hearings resulting from a
request for the modification of an award.

20. Deletes the portion of the provision authorizing the Board to
rule on a claim without the benefit of a hearing.

21. Changes the method by which the average weekly wage is determined;
The average weekly wage for Alaska 1is determined by dividing the
total wages paid by all the employers covered by the Alaska Emp-—
loyment Security Act, by the average monthly employment reported
by these employers for the same period and dividing by 52.

22. For those employees who reside outside Alaska, the average weekly
comp shall he calculated by using the employees average weekly
wage times the ratio of the average weekly wage of the area in
which the recipient resides to the average weely wage of Alaska.

23. Provides for Payment of compensation to an injured worker at his

, temporary total disability rate while under going rehabilitation
or retra-.v.ng.

24. Defined disability as the incapacityof the injured worker to earn
the wages which he was receiving at the time of his injury.

25. When an 1injury condition is temporary, the statute requires the
payment of temporary total disability compensation during the
continuance of the disability. The intent of this 1is to provide
the injured worker with the added initiative to retrain thru

Vocational Rehab to return to gainful employment.



26.

27.

28.

29.
the

Grants the employee and the employer the right to enter into an
agreement to resolve disputed claims. The board must approve the
compromise and Release agreement for the agreement ot be valid,, and
if approved the agreement is enforcible the same as an order of

the Board.

Provides for inflationary increases 1in the funeral expenses on
death benefits.

Stiffer penalties for employees who will-fully mis-represent a
claim to collect benefits.

Clarifies the amount of payment to the second injury fund, and

conditions under which such payment 1is required.



AVENDVENTS PRCPOSED

A. On page 7, line 24, a stay of revocation provision is included
which provides the stay "until the hearing process is completed.”
This is ambiguous language since no definition provides when the
process IN completed. We would suggest removing the words "hearing
process is completed” and add "the time noted in the order issued
by the director following the hearing but not sooner than five
days following the order."”

B. On page 9t line 5, a requirement for workers compensation insurance
groups is tie filing and approval of a rating program. Safety groups
do not have standing to make such filings, but insurers do. A minor
insertion would clarify the situation. Following the word "has,"
insert the words "through an insurer.”

C. On page 16, lines 22-29 and page 17, line 1, AS 23.30.030(7) 1is revised
to change "insurance commissioner™ to "director of insurance.”" The
section 1is however not workable. Form filings are made by a rating
organization on"behalf of aT"f us member and subscriber companies, so
that it is not possible to disapprove the form in the manner outlined.
The director of insurance does not presently accept or receive proofs
of insurance from any insurer so this language is meaningless. The
approach here would penalize all other insured employers of the insurance
company and could leave them uninsured. A better approach would be to
allow specific penalty to be determined on the basis of the severity of
the specific situation. This could range from a fine to suspension of
authority. We would suggest the following language:

"(7) If the insurer fails or refuses to pay a fin*l awared4 or
judgement (except during the pendency of an appeal) made agains® it,
or its insured, or if it fails or refuses to comply with a provision
of this chapter, the director of insurance [COMMISSIONER SHALL Rt-VOKE
THE APPROVAL OF THE POLICY FORM, AND MAY NOT ACCEPT FURTHER PROOFS OF
INSURANCE FROM IT UNTIL IT HAS PAID THE AWARD OR JUDGEMENT OR HAS
COMPLIED WrTH THE VIOLATED PROVISION OF THIS CHAPTER, AND HAS RESUB-—
MITTED ITS POLICY FORM AND RECEIVED THE APPROVAL OF THE FORM BY THE
INSURANCE COMMISSIONER] may suspend or revoke the insurer®s Certificate
of Authority pursuant to" AS 21 .09.150 or impose a fine upon the insure?
of not less than $25 and not more than $100 for each day the insurer
fails or refuses to pay a final award or judgement (excluding the period
permitted for appeal ) made against it, or 1its insured, or it fails or

D. On page 23, line 28, omit the word "board" and insert the words "director
of 1insurance."”

E. On page 25, line 13, following the word "State, add "provided that the
contracting agency has obtained proof of self-insurance from the employer
designating the contracting agency as a person to receive notice under
this section.”



5. AMENDMENTS PROPOSED ~ltinued) N
F. On page 38, line 21, remove the words "or draft."”

G. Provide a different effective date for sections 1, 2,19, 20,part of zSjFFtFTOF-

26, 29, and part of 64. The effective date for these sectionsshould
be July 1, 1982.

The change on page 23, lines 14, 18, 20, 22, 23 and 24 should be
effective July 1, 1981.

The change on page 23, lines 17 and 19 should be effective on July 1,
1982.

The cnange on page 46, lines 19, 21 and 22 should be effective on
July 1, 1981.

The change on page 46, line 20 should be effective o:i July 1, 1982.

TrttFcrtMJSe oP PAGe ,UPes X, H,1 AfID8 Srto-X-T/
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THE LEGISLATE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE <

FISCAL NOTE

. REQUEST
Bill/Resolution No. Senate Bill 179
Title *An Act Relating to Workers®™ Compensation and providing for an effective date-/7
Requested by Senate Labor and Commerce Committee P3te 3/4/81

Il.  FISCAL DETAIL
Agency Affected Workers®™ Compensation Division, Department of Labor

t Program Category Affected” Worker Protection
BRU, Program, or Subprogram(s) AffectecTWorkers " Compensation
(Note: If more than one budget component is affected, separate hne-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 86G
'00  PERSONAL SERVICES _F379 90.fi 97.8 105. 1 114.0
200 TRAVEL 7.3 7.9 8.5 o 9.9
300 CONTRACTUAL 17 fi 19.0 205 22.1 23.9
400 COMMODITIES 15 I.fi u7 1F 1.9
500  EQUIPMENT 3..0
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL 1133 1191 128.5 138.7 149.7

FUNDING (Thousands of Dollars)

GENERAL FUND 113.3 119.1 1285 138.~ 149.7
FEDERAL FUNDS
OTHER (Specify Fund Source)
POSITIONS
FIJI L TIME 3 3 3 3 3_
PART TI MI-
TEMPORARY
I1l. ANALYSIS (See Fiscal Note Preparation Instructions, Section 11I)
1.) Personal Services Cost at current salary and benefit cost(1/1/81).
2.) Travel Statewide - Workers®™ Compensation Officerll.
3.) Contractual Services - includes Indirect Cost (Administrative Services), rental space

and other.
4.) Equipment - one time items to set up the new employees with desk, chair, cabinets and

partitions.

5.) Assumes effective date July 1, 1981.
6.) Inflation factor used 8%, all items.
/<bu
IV. DATE3/4/81 PREPARED RYACO BUS
AGENCY Lab“r,
Original: Legislative Finance PHONE 465-2720
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80



Position Title Range/Step Barg. Unit Location Approv. Disapp.
1. Workers" Compensation CTficer Il 18 A G Anchorage Gov.
Type of Position Staff Months RP No. mrw, Priority Form 12 page/li ne
2. PFT 12 Leg-
3. Type of Expenditure Amount The 7.3 travel includes 4.5 transportation and 3.0
1 per diem for statewide travel to conduct investigations.
Personal Services: The 7.8 contractual 1is 2.0 phone and postage, 2.7 space
4. Salary 2640 x 12 31,680 rc-ntal and 3.1 indirect (Administrative Services). The
.5. Benefits 15.87 5,028 .5 commodities 1is for office supplies. The 1.6 equip—
FICA .0613 1,942 ment is .7 for a desk and chair and .9 for partitions.
7. Health Ins. 150 x 12 1,800
8. Total Personal Services 01 40,450 This position will investigate businesses statewide to
9. Travel 02 7,300 assure that employers subject to AS 23.30 have insured
10, Contractual 03 7,789 or provided security for Workers®™ Compensation liability
11. commodities 500 as required under AS 23.30.075 and will testify and
12. Equipment 05 1,600 present evidence at Board hearings concerning issuance
13. Other to stop orders and assessment of penalties under
14. Total Cost 57,639 AS 23.30.080(d).
Addresses BRU objectives 1, 3 and 4 and provides the
CODE FUNDING SOURCE means to enforce the provisions of the Act that an
15. FED RECPT. 1002 employer insure or provide security for workers®™ com—
16. GF MATCH.  1CO03 pensation liability to their employees.
17. GEN. FUND 100°T 57,639
I-A RCPTS. 100°S"
PGM RCPTS 1028

<1
21, CONTINUATION
2. ADDITION

OTHER

4A KEY NUMBER

AGENCY Labor

REQUEST FOR N
13 QUEST FOR NEW

FOR B&M USE ONLY

COLUMN NO.

PROGRAM Worker Protection REVISED
DATE
Workers®™ Compensation
Pace 1 arJEY 82

Workers® Comnen? ition

POSITION-



Position Title
1. Clerk 1

Type of Position Staff Months RP No.
. PFT 12

e

3. Type of Expenditure

1

Personal Services:

Salary 1249 x 12 14,988

Benefits 15.87 2,379

FICA .0613 919
7. Health Ins. 1,800
8. Total Personal Services 01
9. Travel 02
10. Contractual 03
11. Commodities 04
12. Equipment 05
13. Other
14. Total Cost

CODE FUNDING SOURCE
15. FED RECPT. 1002
16. GF MATCH. 1003
17. GEN. FUND 1004
I-A RCPTS. 1005
| nGM RCPTS 1028
20, OTHER
21. CONTINUATION
22. ADDITION
FOR Bé&M

4A KEY NUMBER COLUMN

AGENCY Labor

REQUEST FOR NEW
13 POSITION-

Range/Step Barg. Unit  Location Approv.  Disapp.
6 A G " Juneau Gov.
PCN No. Priority |Form 12 page/line
Leg.

/"mount The 4.2 contractual consists of 2.7 space rental and 1.5
indirect (Administrative Services). The .5 commodities
is for office supplies; the .7 equipment is a desk and
chair.

This position will provide full-time filing and general
clerical assistance to the Division. The additional
20,086 reports required of employers insurance carriers will be
distributed and filed by this position. A full-time
4,161 filing position will allow the filing to be kept current
500 and avoid delays in searching for unfiled reports.
700
25,447
25,447
USE ONLY
NO.

PROGRAM Worker Protection REVISED
DATE _
BRU Workersl Compensation
PAGE 2

COMPONENT Workersl Compensation



Position Title
1. Data Control Clerk 1

Type of Position Staff Months RP No. PCN No.
2. PFT
3. Type of Expenditure Amount
1
Personal Serv ices:
4. Salary 1475 x 12 17,700
Benefits 15787 2,809
<:L FICA .0613 1,085
7. Health Ins. 1,800
8. Total Personal Services 01 23,394
9. Travel 02 - 0.
10. Contractual 03 5,626
11, commodities 04 500
12. Equi pment 05 700
13. Other
14. Total Cost 30,220
CODE FUNDING SOURCE
15. FED RECPT. 1002
16. GF MATCH. 1003
17. GEN. FUND 1004 30,220
J8. I-A R:PTS. 1005
H ~ PGM RCPTS 1028
|20. OTHER
21 . CONTINUATION
122 . ADDITION
4A KEY NUMBER COLUMN NO.

AGENCY Labor

BRU Workers®™ Compensation

REQUEST FOR NEW
13 POSITION.

PROGRAM Worker Protection

Range/Step Barg. Unit  Location Approv. Disapp.
9 Ag P G / neau Gov. PP PP
Priori ty Form 2 rage/line

Leg-

The 5.6 contractual consists of 2.7 space rental, 1.7
indirect (Administrative Services) and 1.2 for computer
terminal leasing. The .5 commodities is for office
supplies. The .7 equipment is a desk and chair.

This position will handle part of the increased workload
in the filing and coding units due to the increased re—
porting requirements of employers®™ insurance carriers.
The information from the additional vreports will be
entered via computer terminal into our new information
handling system. This data will give the Division
accurate statistics on all costs of every claim as well
as precise computations as to the carrier®"s change in
any claimant payment.

REVISED
DATE

Y&

PAGE 3

COMPONENT Workers®™ Compensation



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

REQUEST

Bill/Resolution No. SB 179
Title "An Act relating to Second Injury Fund & providing for an effective date."
Requested bv Senate Labor & Commerce Committee Date3-3-81

FISCAL DETAIL

Agency Affected Labor

Program Category Affected Worker Protection. Public Protection

BRU. Program, or Subprogram(s) Affected Second In.iury Fund

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

EXPENDITURES (Thousands of Dollars)

FYy 81 FY 82 FY 83 FY 84 FY 85 ,FY 36

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAI
400 COMMODITIES
500 EQUIPMENT
600 LAND A STRUCTL RES
700 GRANTS. CLAIMS ETC.

TOTAL

FUNDING (Thousands of Dollais)

GENERAL FUND 1994 2154 232.6 251.2 271.3

FEDERAL FUNDS

OTHER (Specify Fund Source)
Second Injury Fund (199,4) (215 .A) (251.2) (271.3)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

111 ANALYSIS (See Fiscal Note Preparation Instructions, Section Ill)
1) Request a funding change for the administrative cost of the program from Second
Injury Fund to General Fund.
2) Assumes an inflation factor of 8%, all itens.
3) Assumes an eff.ctive date of July 1, 1981.
IV. DATE March A, 1981 prepared B
AGENCY
Original: Legislative Finance PHONE 465-272.0
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80)



l. REQUEST
Bill/RcSolution No. SB-179
Title An act relating tn Wnrkprs fnmppngatinn----———————————— -~ - u.
Requested bv Legislative Council Date £-io-pi

Il. FISCAL DETAIL
Agency Affected Department of Commerce
Program Category Affected Public Protection
BRU, Program, or Subprogram(s) Affected Division of Insuranrp _
(Note: Ifmore than one budge t component saffected, separate lire-itein amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY .35 1 .FY 86
100 PERSONAL SERVICES 115.0 127.6 .1*0,00 154.0 169.4
200 TRAVEL 5.0 6.0 6. 7.0 8.0
300 CONTRACTUAL 23.7 23.7 2525 26.0 27 3
400 COMMODITIES 2.0 2.0 65 2.5 3.0
soo  EQUIPMENT 5.0 0 U 0 0
600 LAND & STRUCTURES 0 0 0 0 0
700  GRANTS. CLAIMS. ETC. 0 0 c 0 0
TOTAL
150.7 158.7 174.0 1395 207.4

FUNDING (Thousands of Dollars)

GENERAL FUND 150.7 158.7 174.0 189.5 207.4

FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

11 ANALYSIS (See Fiscal Note Preparation Instructions, Section I11)

Range 21 Chief Workers Compensation Survillance * (self Insurer)
Range 18 Workers®™ Compensation Analyst
Range 10 Document Processing Clerk

_ . - - 114,675
Travel to interview self insureds, administrators ect. s 5 000
Contractual Services for accounting card statistical review & Office space 3700
Misc. Supplys 3068
Equipment 3 each Desks, Chairs, Calaulators ect. 5 000
$150,375
(See Attachments)
IV. DATE 2/23/81 .PREPARED BY" “erineui 1.T.oore, y ( $lrector
AGENCY Department ot Commerce: Division of Insurance
Original: Legislative Finar"e PHONE 465-2 5Tb
c: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80



POSITION TITLE RANGE/STEP ~ BARG. UNIT. LOCATION
Chief Self Insurer WC Surveillance 2 1A
TYPE Or POSITION  STAFF MONTHS, rp No. PRIORITY FORM 12 PAGE/LINE
TYPE OF EXPENDITURE AMOUNT JUSTIFICATION;
PERSONAL SERVICES,;
SALARY
BENEFITS
HEALTH INS.
TOTAL PERSONAL SERVICES 48913.00
TRAVEL
CONTRACTUAL
COMMODITIES
EQUIPMENT
OTHER
TOTAL COST
CODE FUNDING SOURCE
FED RCPTS
GF MATCH
GEN.FUND 1004
|- A RCPTS
PGM RCPTS 1028
OTHER
cgNimuATior
adgjijqgn
agency Commerce .& Economic Development program  Consumer Protection
Insurance
REQUEST FOR NEW COMPONENT
POSITION. REVISED
DATE

0L.110°Y/tin



P<1lor?eYslFKCompensatlon Analyst
TYPE of rOSITION STAFE_ MONTHSL4 RP No.
W r ifi 1

TYPE OF EXPENDITURE

PERSONAL SERVICES:
SALARY 31680.00
B enefits “BU30TUU
fica
HEALTH INS.
TOTAL PERSONAL SERVICES 01

TRAVEL 02
CONTRACTUAL 03
COMMODITIES 04

12 EQUIPMENT 05
OTHER

14 TOTAL COST

CODE FUNDING SOURCE

FED RCPTS. 1002
GF MATCH
GEN. FUND  100-1

|I—A RCPTS.

PGM RCPTS 1028
OTHER

21 CONTINUATION
22 ADDITION

ail’.

agency Commerce & Economic Development

A\

0 REQUEST FOR NEW
POSITION.

PCN No.

AMOUNT

40410.00

program

nnu

POMPnNPMT

RAN<3E|STEP

PRIORITY

JUSTIFICATION:

BARG. UNIT.
G

Consumer Protection

Pnnn
0

0

LOCATION
FORM 12

PAGE/LINE



RANGE/STEP BARG. UNIT. LOCATION

POS(ocumentE Processing Clerk 108
TYPEFOTr POSITION STAF;ZMONTHS. RP No. PCN No. PRIORITY FORM 12 PAGE/LINE
TYPE OF EXPENDITURE AMOUNT JUSTIFICATION:
1
PERSONAL SERVICES:
SALARY 19356.00
BENEFITS -4796rftft-
FICA
HEALTH INS. ~1800+-00 -
TOTAL PERSONAL. St-RVICES 01 25352.00
TRAVEL 02
10 CONTRACTUAL 03
112 COMMODITIES 04
12 EGUIPMENT 05
13 OTHER

14 TOTAL COST

agency Commerce & Economic Development program Consumer Protection.
RRU WE
1o REQUEST FOR NEW PFIMPFiNFNT
POSITION. y REVISED
of 1)} J——————

OMIMMFPOI






SUMMARY SB 200:

PROBLEM: Certain fisherman who freeze and glaze fish aboard their boats,

yet are not processors, are taxed under the fisheries business tax law.

Section 1: A person who buys fish from a fisherman exempted under Sec 2,

must pay the tax, so that the tax is not lost to the State.

Section 2: Exempts fisherman who freeze and glaze fish aboard their boats
from the Raw fish tax. A person is not processing fish (within the Tax
Statute) if he operates a commercial fishing vessel with a valid commercial
license, does no more than head, gut , clean,freeze, and glaze those fish

which he has caught himself. *



04-Lu LH

March 11, 1981

The Honorable Bob Mulcahy

Chairman

Senate Labor and Commerce Committee
Room 207 - Capitol Building

Juneau, Alaska

Dear Senator Mulcahy:
Re: Senate Bill No. 200

Senate Bill No. 200, an Act relating to the fisheries business tax
(AS 43.75.015) was introduced in the Senate on February 23, 1981 and was
referred to the Senate Labor and Commerce and Finance Committees.

For the consideration of the Senate Labor and Commerce Committee, 1 am
enclosing copies of Fiscal Notes prepared by Mr. Gary L. Jenkins, Director,
Audit Division and Mr. Robert W. Elliott, Research Section of the Department
of Revenue concerning the proposed legislation.

Special Assistant
RDS/rdh

cc: The Honorable Don Bennett
The Honorable M. E. Dankworth
Co-Chairmen
Senate Finance Committee

Joseph K. Donohue
Deputy Commissioner
Department of Revenue

Gary L. Jenkins, Director
Audit Division
Department of Revenue

Robert W. Elliott
Research Section
Department of Revenue



MEMORANDUM Stat*of Alaska

TO R. D. Stevenson DATE:March 9, 1981

Legislative Assistant
FILE NO

TELEPHONE NO:
FROM Gary L. subjectsb 200

Directo
Audit D

1

This bill would provide an exemption from the Fisheries
Business Tax for those fishermen who catch and freeze salmon
aboard the catching vessel. This provision 1is being proposed
to exempt a group of trollert who have installed freezing
equipment on their vessels in order to maximize the quality of.
their salmon by freezing it immediately after it is caught.

The proposed legislation will cause some potentially serious
administrative problems in that if one of the exempted
fishermen sells his catch to a buyer who 1is not a licensed

processor, then the buyer will be Iliable for the tax. Under
the current law, a buyer is not liable for the tax unless he
performs some processing function. Thus, if a buyer acquires

salmon from an exempted fisherman, </ will have to attempt to
keep track of these buyers to 1insure that the tax 1is paid.
Since the only record we have of a buyer is a business license,
if one was obtained, and the name and business description may
not identify him as a buyer at all, we will have very little
information available to use as we attempt to insure that the
tax is paid on these transactions. It is impossible to
estimate to potential revenue loss which might result fronm
these transactions since we do not know the dollar volume of
sales which an excluded fisherman might make to a buyer.



IMT1T dF Mil
POUCN Y - STATE CAPITOL

TCO01 LIIiOII/ftTO O o
*  LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 20, 1981

SUBJECT: Analysis of bill amending fisheries business
tax (Wortc Order Number 12-0461)

TO: Senator Richard I. Eliason
FROM: Linn H. Asper
- Legislative Counsel
You have asked for a brief analysis of the bill which 1 drafted
to exempt certain fishing operations from the fisheries business
tax (AS 43.75). The problem addressed was that cei-tain commercial

fishermen who freeze and glaze fish aboard their boats, but
who are not really fish "processors"” are being taxed under
the fisheries business tax law as "persons engaging in a
fisheries business who first process a fisheries resource".

Section 2 of the Dbill exempts the fishermen described above

from the fisheries business tax bv stating that a person 1is

not processing fish within the meaning of the tax statute if

he operates a commercial fishing vessel under a valid commercial
fishing license, does no more to process fish than heading,
gutting, cleaning, freezing and glazing and only freezes

fish that he has caught himself.

Section 1 is in the bill to insure that a person who buys
frozen fish from a fisherman exempted under Sec. 2 will pay
the tax, so that the tax revenue is not lost to the state.
This result 1is fair in that the purchaser of "he frozen fish
is actually getting processed or partially p. ssed fish.

As it reads now, the bill applies only to the salmon fishery.
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November 14,1980

Richard Eliason

15.13 Halibut Point Road
Box 143

Sitka, Alaska 99635

Dear Dick;

Greetings 1l | hope things are going well for you this
winter. We are enjoying a rather prolonged fall here in Haines-
so far no snow.

Well, 1 am faced with kind of a problem. You have probably
seen by now the little stack of paper from the Department of
Revenue that I have enclosed. It seems that the State 1is now
considering those fishennen who freeze their catch aboard to be
"floating " processors and liable for the "processing tax"(five
percent of the gross). It looks like we are supposed to file
and pay for both the 1979 and 1960 seasons. The "real"™ processors
have always paid this in the past and of course this new inter—
pretation was not anticipated by us or uhe fish buyers. There
was not any adjustment figured into the prices for either of
these year.";. K.P.C. will return to us the % tax that they paid on
these fish which the State retu?:ned to them(us "floating™”
processors pay the higher rate of 539 but I am not sure what the
other buyers will do. We will have to readjust our 1979 income
taxes if, indeed, we are required to pay this tax.

Since it was all so new and hit us so hard, | decided not
to pay initially. I sent the forms back with the reply( on page
3 of 4) requesting a copy of the law and appeals procedure.

suspect our only hope of relief will Dbe legislation
clarifying the law or exempting freezer boats.
e What do you think? Is this worth looking into? 1 feel
a very awkward and painful situation has developed here with this
new interpretation.

Looking forward to hearing from you.

Jim Moore
F/V Algac
Box

Haines, Alaska 99827
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STATE OF ALASKA £
DEPARTMENT OF REVENUE SCHEDULE
TAX TYPE S.S.N./EfN
Fisheries EXPLANATION OF ITEMS
Business
NAME OF TAXPAYER YEAR/PERIOD ENDED
James Moore 7912

CONCLUSION:
Conclusion is that taxpayer was the person who first actually -and physically processed the
fishery resource and is liable for the tax, under A.S. 43.75. 015fa) (3) at a rate of five per

cent for resource frozen aboard fishing vessel and later sold to Sitka Sound Seafoods.

TAXPAYER"S POSITION: It is the taxpayer ™ position that he is not the taxpayer.

Freezing otS fish aboard t.ie vessel 1is more in the line of preserving the catch

than processing for market and it is in fact,and has been for years considered
"normal commercial fishing activities”. There is a distinction between a
fishing operation and what is meant b.v"fisheries business” under A.S.43.75.015.
ana the tax levied in this case 1is not in line with the intent of the law. 1
don"t believe that we are any more liable :or this tax thaa is my crew member
(who "first actually and physically” processed the catch). Quite clearly hPC
is the licensed processor - we are the licensed fishing boat. Prepa-ration
of the product for marketing or processing begins when the fish 1is stunnea
.in the water and brought aboard the fishing vessel. The degree to which the
fish .is brought to final marketing condition varies with diferent commercial
fishing operations- some are soli in the rcind- some dressed- some fresh-
some 1iced- some frozen, but the final stages of processing are done by or=
under .contract by the processcr ( in this case HPC ). Sea frozen fish should
not be considered fully processed. Often it has to be reglazed. Frozen fish
must now be landed "heaas-on"™ and the head must be taken off and the fish
glazeo again or reportedly 1in some instances stripped of its protective
sen-frozen glaze and completely re-glazea. «jvke new interpretation of the law

and the new position of the State is impractical. It seems much mere reasonable

ethat the tax shrmlri at. -tho “<A?.° T3 *hf»y than at the fishing llee
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level. One tax levied tn HPC would certainly be more easily imp} imented than
to"onehunared and one"™ individual fishermeno Ex vessel prices for sea-frozen
fish did not reflect this new posixion and the hr .Jship to the fishermen caused
by this is considerable especially since the 1979 season was unusually good and
the 1980 season unusually poor. IK xhe case of HPC, since it is a cooperative,

I an paying this tax at any rate. The HPC board of directors will most likely
pass on the refunded % tax to offset a 5£ tax in this case, however what
policy the other*processors will adapt is unknown. Federal and State Income Tax
returns would all have "to be adjusted as would crew shares. In all | see mountai:
of paperwork and considerable hardship and expense to both +,.e State and the
taxpayers. 1°m not convinced that this is the intent of the law. Please send me
a copy of the legislation and inform me as to the appeals proceeoure.

Sincerely

James Moore
Box 655

Haines, Alaska

99627
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I am writing concerning the recent reinterpretation of an
Alaska lav/ to classify salmon trollers who freeze their ov/n
catch as processors. | oppose this reinterpretation and am
asking that legislative action be taken to exempt salmon
trollers from being declared processors if they freeze their
ov/n catch.

My v/ife and | operate a Mi-1 trolling boat on which salmon
have been preserved by both icing and freezing. When icing,
the fish are cleaned immediately after being caught and then
are stored on ice for up to ten days before being delivered
to a cold storage. At the cold storage they are headed,
cleaned further and frozen. When 1 am freezing, the initial
cleaning is much more thorough and within 6 to 8 hours,

after all the blood has been removed from the fish by Wash-—
ing and cleaning several more times, the fish are frozen.
Within several days of freezing the fish are glazed and then
stored. Throughout the entire handling process special care
is taken to maintain the highest duality. In many cases the
fish arc eventually unloaded to the same cold storages as
the iced fish.

1 do not believe | should be classified as n processor hecause
| preserve my fish b¥_ freezing instead of dring*. 1 do not
bu?/ fish from other fishermen. | cj not hir ma crow, liio main
difference between my oPeratlon vvun 1 freeaa r fuo.v than ice
is quality. 8ca frozen trol.l zalj.n.n are the highest quailay
salmon produced anyv;hero. Considering the bad publicity that
some Alaska fish products have rereived in the past few years
ono would expect the state to encourage quality. Classification
of sea freeze trollers as processors, however, will result

in many of these boats abandoning freezing and returning to
icing.

Under the new ruling, these trollers will have to obtain
permits from and/or be inspected by the Department of Labor,
department of Revenue, Department cf Environment and Deport—
ment of Fish®"and Game. A 5> gross receipts tax will have to
be paid on the total value of the catch. At present the cold
storages pay a 3ff tax on these fish. An estimate of this tax
v/ill have to be paid prior tc the start cf the season or a
bond posted for the amount. Out-of-state boats will have to



