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3 c o n t e n t  of t h e  M o d e l  Act. W h e n  t h e s e  d e v e l o p m e n t s  in t h e  law

4 w e r e  v i e w e d  a l o n g  w i t h  the v e r y  s i g n i f i c a n t  c h a n g e s  w i t h i n  the

5 p o p u l a t i o n  and e c o n o m y  of A l a s k a  s i n c e  1 9 57, t h e  C o d e  R e v i s i o n

6 C o m m i s s i o n  w a s  of the v i e w  t h a t  the e x i s t i n g  A B C  A wa s  d e s e r v i n g
/

7 o f  t h o r o u g h  s t u d y .

8
9 T h e  G o a l s  o f  the C o m m i s s i o n  and S o m e  B a s i c  V a l u e  J u d g m e n t s ;

10 T h e  g o a l  of  the C o m m i s s i o n  w a s  to d e s i g n  a s t a t u t e  w h i c h

11  w o u l d  a s s i s t  i n d i v i d u a l s  in a p p r e c i a t i n g  the o b l i g a t i o n s

12 assrK i a t e d  w i t h  b u s i n e s s  in the c o r p o r a t e  f o r m  as w e l l  as the

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

14 o r g a n i z a t i o n .  In this r e s p e c t  the M o d e l  A c t  and c u r r e n t  A l a s k a

15 l a w  w e r e  r o u n d  q u i t e  d e f i c i e n t .  C l o s e l y  r e l a t e d  t o p i c s  are

16 s c a t t e r e d  t h r o u g h o u t  the s t a t u t e  w i t h  t h e  c o n s e q u e n c e  t h a t

17 i n d i v i d u a l s  m a y  n e v e r  a p p r e c i a t e  the "b i g  p i c t u r e . "  T h e  i _ g h t s  of

18 s h a r e h o l d e r s ,  t h e  d u t i e s  of o f f i c e r s  a n d  d i r e c t o r s ,  the

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

20 s h a r e h o l d e r s ,  and the o b l i g a t i o n s  to r e p o r t  to the s t a t e  on

21 a s p e c t s  o f  c o r p o r a t e  a c t i v i t y  a r e  set f o rth w i t h o u t  c o n s i s t e n c y

22 or o r d e r .

23 An  i n i t i a l  v a l u e  j u d g m e n t  c o n c e r n s  the d e g r e e  to w h i c h  the

24 s t a t u t e  o u g h t  to be  b i a s e d  t o w a r d  a s t r o n g  b o a r d  of d i r e c t o r s  or

,25 in the d i r e c t i o n  of m a x i m u m  a c c o u n t a b i l i t y  to the s h a r e h o l d e r s .

26 D e l a w a r e  p r o v i d e s  an e x a m p l e  of a m a n a g e m e n t  o r i e n t e d  s t a t u t e

27 w h i l e  C a l i f o r n i a  s t a n d s  at t h e  o p p o s i t e  e x t r e m e .  U l t i m a t e l y ,
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2
3 t h e  C o m m i s s i o n  d e c i d e d  to d r a f t  a s t a t u t e  w h i c h  had no  i n t e r n a l

4 b i a s .  H e n c e ,  it w a s  d e c i d e d  t h a t  the n e w  A l a s k a  a c t  s h o u l d

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

6 a r t i c u l a t i n g  the c h o i c e s  A l a s k a n s  c o u l d  m a k e  w i t h  r e s p e c t  to
*

7 t h e i r  i n d i v i d u a l  d e s i r e s .  T hus, u n d e r  the p r o p o s e d  a c t  it is

8 p o s s i b l e  -to h a v e  a c o r p o r a t i o n  d e s i g n e d  w i t h  a s t r o n g  b o a r d  of

9 d i r e c t o r s  w h o  are r e l a t i v e l y  i n s u l a t e d  f r o m  a c c o u n t a b i l i t y  to

10 s h a r e h o l d e r s .  H o w e v e r ,  it is e q u a l l y  p o s s i b l e  to o r g a n i z e  a

11 c o r p o r a t i o n  u n d e r  t h e  p r o p o s e d  A l a s k a  C o r p o r a t i o n s  C o a c  ( A C C )

12 w h i c h  w o u l d  p r o d u c e  the o p p o s i t e  r e s u l t .

13 T o  f a c i l i t a t e  m a k i n g  t h e s e  c h o i c e s ,  t h e  f o r m a t  of the n e w

14 s t a t u t e  d i v i d e s  t h e  code in t o  t h i r t e e n  a r t i c l e s .  The s c h e m e

15 t a k e s  a c o r p o r a t i o n  f.'c .i o r g a n i z a t i o n  t h r o u g h  d i s s o l u t i o n ,  W i t h

16 m i n o r  a d j u s t n e n t s , th i s  f r a m e w o r k  is b o r r o w e d  f r o m  the N e w  Y o r k

17 B u s i n e s s  C o r p o r a t i o n s  Law w h i c h  h a s  b e e n  w i d e l y  p r a i s e d  by

18 m e m b e r s  o f  the b u s i n e s s  c o m m u n i t y ,  a c c o u n t a n t s ,  l a w y e r s ,  and

19 g o v e r n m e n t  o f f i c i a l s .

20 S o m e  o f  t h e  M o r e  I m p o r t a n t  S u b s t a n t i v e  C h a n g e s :

21 As w i l l  be e l a b o r a t e d  in the a r t i c l e - b y - a r t i c l e  a n a l y s i s

22 w h i c h  f o l l o w s ,  the C o m m i s s i o n  d r a f t  w o r k s  so m e  i m p o r t a n t  c h a n g e s

23 in A l a s k a  law. M a n y  of t h e s e  c h a n g e s  are a d a p t e d  fr o m

24 p r o v i s i o n s  o f  the 1 9 7 7  C a l i f o r n i a  G e n e r a l  C o r p o r a t i o n  Law, the

25 N e w  Y o r k  B u s i n e s s  C o r p o r a t i o n s  Law, a n d  the D e l a w a r e  code.

26 O t h e r s  h a v e  been o r i g i n a t e d  by  the C o m m i s s i o n  in c o l l a b o r a t i o n
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3 w i t h  its c o n s u l t a n t ,  D a n i e l  Wm. F e s s l e r ,  P r o f e s s o r  of  Law,

4 U n i v e r s i t y  of C a l i f o r n i a ,  D a v i s .

5 T h e  m o s t  s t r i k i n g  m a j o r  r e v i s i o n  has b e e n  the e l i m i n a t i o n  of

5 the c o n c e p t s  of " e a r n e d  s u r p l u s "  a n d  o t h e r  c o n c e p t s  of " l e g a l

7 a c c o u n t i n g "  and t h eir r e p l a c e m e n t  w i t h  a far s i m p l e r  t e s t  for

8 d e t e r m i n i n g  w h e n  a c o r p o r a t i o n  m a y  m a k e  a d i s t r i b u t i o n  of c a s h  or

9 o t h e r  p r o p e r t y  to its s h a r e h o l d e r s .  T h e  e a r n e d  s u r p l u s  te s t  has

10 p r o v e n  an i n s u f f i c i e n t  p r o t e c t i o n  h u s i n e s s  c r e d i t o r s  and the

11 h o l d e r s  o f  c o m m o n  stock. It has f u r t h e r  p r o v e n  u n w o r k a b l e  w h e n

12 v i e w e d  b y  a c c o u n t a n t s ,  for it r e l i e d  up o n  p r i n c i p l e s  w h i c h  e i t h e r

13 w e r e  n e v e r  m e a n i n g f u l  to t h a t  p r o f e s s i o n  or w h i c h  w e r e  long ago

14 a b a n d o n e d  in f a v o r  o £  m o r e  u s e f u l  t o o l s .  In this a t t e m p t  to

15 r e f o r m  t h e  l a n g u a g e  of the law and l a w y e r s  so t h a t  th e y  can

16 u n d e r s t a n d  and b e  u n d e r s t o o d  by the b u s i n e s s  c o m m u n i t y  and

17 a c c o u n t i n g  p r o f e s s i o n ,  the p r o p o s e d  A l a s k a  law has b e e n  h e a v i l y

IB i n f l u e n c e d  b y  t h e  r e c e n t  C a l i f o r n i a  act.

19 For the f i r s t  time s i n c e  s t a t e h o o d ,  A l a s k a  w i l l  h a v e  a

20 c o m p r e h e n s i v e  s t a t u t o r y  r e g u l a t i o n  of the s h a r e h o l d e r ' s

21 d e r i v a t i v e  suit. U n d e r  the l a w  as it n o w  s t a n d s ,  a r u l e  of the

22 S u p r e m e  C o u r t ,  m o d e l e d  u p o n  the f e d e r a l  rule, .is the o n l y  a t t e m p t

23 to d i s t i n g u i s h  the m e r i t o r i o u s  s h a r e h o l d e r  ac t i o n  d e s i g n e d  to

24 r e m e d y  w r o n g s  d o n e  to the c o r p o r a t i o n  by  its o f f i c e r s  or

25 direct,ors from the "strike suit" brought with the hope that by

26 vexir.g i n c u m b e n t  m a n a g e m e n t  the p l a i n t i f f  w i l l  be " b o u g h t  off"

27 w i t h  an o u t  o f  c o u r t  s e t t l e m e n t .



1 T h e  u s e  of the c o r p o r a t e  f o r m  to v i c t i m i z e  s m a l l

2 u n s e c u r e d  c r e d i t o r s  ( i n c l u d i n g  e m p l o y e e s )  w i l l  be far m o r e

3 d i f f i c u l t  if the l e g i s l a t u r e  e n a c t s  the C o m m i s s i o n s 's d r a f t .

4 A  u n i f o r m  p r o c e d u r e  f o r  r e p o r t i n g  to the s t a t e  w i l l  be

5 a d o p t e d ,  e l i m i n a t i n g  a s o u r c e  of s i g n i f i c a n t  p a s t  c o n f u s i o n .

6 The a r t i c l e s  d e a l i n g  w i t h  f o r m a t i o n  are d e s i g n e d  to be u s e d

7 m u c h  like a c o o k b o o k ,  w i t h  s t e p  by s t e p  s t a g e s  f o c u s i n g  the

8 a t t e n t i o n  of i n c o r p o r a t o r s  on the b a s i c  d e c i s i o n s  w h i c h  t h e y

9 w i l l  n e e d  to make.

10 T h e  s u m  of all of these forms is a C o m m i s s i o n  d r a f t

11 w h x c h  c o m b i n e s  the b e s t  of c o r p o r a t e  law as it has e v o l v e d

12 in n u m e r o u s  j u r i s d i c t i o n s .  N o t w i t h s t a n d i n g  t h e s e  i n f l u e n -

13 ces, the C o m m i s s i o n  has i n s i s t e d  that the p h y s i c a l  and

14 e c o n o m i c  c o n d i t i o n s  of A l a s k a  be ke p t  in s h a r p  f o c u t,/ and

15 t h a t  g o v e r n m e n t  i n t e r v e n t i o n  be k e p t  at the m i n i m u m  l e v e l

16 n e c e s s a r y  to p r o t e c t  c i t i z e n s  f r o m  t h ose w h o  w o u l d  a b u s e  the

17 c o r p o r a t e  form. W i t h  the law f o r m u l a t e d  to say w h a t  it

18 m e a n s  and me a n  w h a t  it says, it is the c o n v i c t i o n  of the

19 C o m m i s s i o n  that the o c c a s i o n s  for l i t i g a t i o n  ha v e  be e n

20 s i g n i f i c a n t l y  r e d u c e d .

21

22 G E N E R A L  P R O V I S I O N S .

23 A f o u n d a t i o n  for the A C C  is c r e a t e d  by the p r o v i s i o n s

24 of A r t i c l e s  12 and 13. The A C C  is m a d e  a p p l i c a b l e  to all

25. b u s i n e s s  c o r p o r a t i o n s  f o r m e d  u n d e r  A l a s k a  law s i n c e



s t a t e h o o d ,  and to f o r e i g n  c o r p o r a t i o n s  a u t h o r i z e d  to d o  or 

d o i n g  b u s i n e s s  in A l a s k a .  R u l e s  of c o n s t r u c t i o n ,  d e f i n­

iti o n s ,  and g r o u n d  r u l e s  for v o t i n g  s h a r e s  and p r e p a r i n g  and 

p r o c e s s i n g  d o c u m e n t s  are set forth; t h e s e  a r e  b a s i c  m a t e r i­

als u p o n  w h i c h  the r e m a i n d e r  of the ACC r e l i e s .  F u r t h e r  

p r o v i s i o n s  of A r t i c l e  13 a l l o w  for w a i v e r  of n o t i c e  r e q u i r e­

m e n t s ,  r e s e r v e  p o w e r  ' • the L e g i s l a t u r e  to a m e n d  the ACC at 

w i l l  (Se c t i o n  10 .06.965),. d e c l a r e  s e v e r a b i l i t y  ( S e c t i o n  

1 0 . 0 6 . 9 6 3 ) ,  and m a k e  s p e c i a l  p r o v i s i o n s  for N a t i v e  

C o r p o r a t i o n s .

The a p p l i c a t i o n s  s e c t i o n  (10.0 6 . 9 5 5 )  c a u t i o u s l y  f o l l o w s  

a t r end of i n c r e a s e d  r e g u l a t i o n  of f o r e i g n  c o r p o r a t i o n s .  

T he g e n e r a l  c o n t o u r s  of the r e g u l a t i o n  i m p o s e d  by p r i o r  law 

h a v e  b e e n  c o n t i n u e d  in A r t i c l e  10. A d d i t i o n a l l y ,  S e c t i o n  

1 0 . 0 6 . 0 1 5  (the d e f e n s e  of u l t r a  v i r e s ) ,  S e c t i o n  3,0.06.070 

( l i m i t a t i o n s  on a u t h o r i t y  of c o r p o r a t e  a g e n t s ) ,  S e c t i o n  

1 0 . 0 6 . 1 5 5  ( n o n - r e s i d e n t s  w i t h  c o n t r o l l i n g  i n t e r e s t s ) ,  

S e c t i o n  1 0 . 0 6 . 2 3 3  ( r e g a r d i n g  s h a r e h o l d e r  i n s p e c t i o n  of 

b y l a w s ) ,  S e c t i o n  1 0 . 0 6 . 4 3 3  (annual r e p o r t s  to s h a r e h o l d e r s ) ,  

S e c t i o n  1 0 . 0 o . 4 3 5  ( d e r i v a t i v e  s u i t s ) ,  S e c t i o '  1 0 . 0 6 . 4 5 0 ( d )  

( d i r e c t o r ' s  a b s o l u t e  r i g h t  of i n s p e c t i o n ) ,  and S e c t i o n  

1 0 . 0 6 . 4 8 8  ( s e c o n d a r y  l i a b i l i t y  of o f f i c e r s  and d i r e c t o r s )  

a r e  a p p l i c a b l e  to f o r e i g n  c o r p o r a t i o n s  in A l a s k a .  The 

Commission draft does not follow New York and California, in 

a t t e m p t i n g  p l e n a r y  r e g u l a t i o n  of f o r e i g n  e n t i t i e s  w h i c h  are
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d e e m e d  to be " p s e u d o - f o r e i g n "  c o r p o r a t i o n s .

E x t e n s i v e  d e f i n i t i o n s  a r e  a d o p t e d  to p r e c l u d e  a m b i g u i t y  

and to g i v e  p r e c i s e  m e a n i n g s  to terms u s e d  t h r o u g h o u t  the 

ACC.

A R T I C L E  Is C O R P O R A T E  P U R P O S E  A N D  P O W E R S .

E x i s t i n g  law on the p u r p o s e s  and p o w e r s  of c o r p o r a t i o n s  

is c o n t i n u e d  w i t h  m i n o r  m o d i f i c a t i o n s  in w o r d i n g  and c o v e r­

age. S e c t i o n  1 0 . 0 6 . 0 1 5  on the d e f e n s e  of u l t ^ a  v i r e s  a l s o  

r e p r e s e n t s  a c o n t i n u a t i o n  of c u r r e n t  l<tw. The C o m m i s s i o n ' s  

goal was to r e c a s t  b a s i c  c o n c e p t s  in m o r e  p r e c i s e  l a n g u a g e .  

S e c t i o n  1 0 . 0 6 . 0 2 0  is a n e w  p r o v i s i o n  w h i c h  c o v e r s  the p o w e r  

of c o r p o r a t e  a g e n t s  to b i n d  the c o r p o r a t i o n  and the c a p a c i t y  

of the a r t i c l e s ,  b y l a w s ,  b o a r d  r e s o l u t i o n s  or s h a r e h o l d e r  

a g r e e m e n t s  to l i m i t  the a u t h o r i t y  of c o r p o r a t e  a g e n t s  in 

d e a l i n g s  w i t h  t h ird p a r t i e s .

A R T I C L E  2: D O M E S T I C  C O R P O R A T I O N S .

T he A C C  p r o v i s i o n s  on c o r p o r a t e  name, r e g i s t e r e d  agent, 

r e g i s t e r e d  o f f i c e ,  and s e r v i c e  of p r o c e s s  a r e  l a r g e l y  a 

c o n t i n u a t i o n  of e x i s t i n g  law. A  c o r p o r a t e  r. ie m a y  be 

r e s e r v e d  p r i o r  to i n c o r p o r a t i o n  and m u s t  be r e g i s t e r e d  

a n n u a l l y  b y  c o r p o r a t i o n s  d e s i r i n g  e x c l u s i  ^ r i g h t s  to the 

u s e  of a name. A c o r p o r a t i o n  m u s t  m a i n t a i n  a r e g i s t e r e d  

o f f i c e  and a r e g i s t e r e d  a g e n t  in A l a s k a .  N o n r e s i d e n t s  w i t h
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c o n t r o l l i n g  i n t e r e s t s  in e i t h e r  d o m e s t i c  or f o r e i g n  

c o r p o r a t i o n s  a l s o  m u s t  d e s i g n a t e  an a g e n t  w i t h i n  A l a s k a  for 

s e r v i c e  of p r o c e s s .  C h a n g e  of r e g i s t e r e d  o f f i c e  or a g e n t

and t h e  r e s i g n a t i o n  of a r e g i s t e r e d  a g e n t  are g o v e r n e d  by 

S e c t i o n s  1 0 . 0 6 . 1 6 5  and .170.

S e c t i o n  1 0 . 0 6 . 1 6 0  i m p o s e s  a d u t y  on the C o m m i s s i o n e r  of 

C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  to m a k e  a v a i l a b l e  a li s t  

of all d o m e s t i c  c o r p o r a t i o n s  and a u t h o r i z e d  f o r e i g n

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

r e q u i r e m e n t  of w e e k l y  u p d a t e s  g u a r a n t e e s  th a t  this li s t  w i l l  

p r o v i d e  c u r r e n t  and r e l i a b l e  i n f o r m a t i o n  co i n t e r e s t e d

c i t i z e n s .  S e c t i o n  1 0 . 0 6 . 1 7 5  d e t a i l s  the p r o c e d u r e  for

s e r v i c e  of p r o c e s s .  C h a n g e s  in this s e c t i o n  i n c l u d e  p l a c i n g

the b u r d e n  of s u b s t i t u t e  s e r v i c e  on the s e r v i n g  p a r t y  r a t h e r  

than the c o m m i s s i o n e r ,  and r e q u i r i n g  the s e r v i n g  p a r t y  to 

m a k e  r e a s o n a b l e  i n q u i r y  to l o c a t e  a c o r p o r a t e  d e f e n d a n t .

A R T I C L E  3: F O R M A T I O N  O F  C O R P O R A T I O N S .

S e v e r a l  i m p o r t a n t  c h a n g e s  are p r o p o s e d  in r u l e s  g u i d i n g  

the f o r m a t i o n  of c o r p o r a t i o n s .  O n l y  n a t u r a l  p e r s o n s  19 or

o l d e r  m a y  a c t  as i n c o r p o r a t o r s .

S e c t i o n  1 0 . 0 6 . 2 1 8  fixes the i s s u a n c e  of the c e r t i f i c a t e  

of i n c o r p o r a t i o n  as the b r i g h t  l i n e  e v e n t  c o m m e n c i n g  

c o r p o r a t e  e x i s t e n c e  and e x t e n d i n g  l i m i t e d  l i a b i l i t y  to ^ h o s e  

d o i n g  b u s i n e s s  in the c o r p o r a t e  form. This s e c t i o n  w i l l



p r e c l u d e  v e x i n g  l i t i g a t i o n  r e s p e c t i n g  the s t a t u s  of 

e n t e r p r i s e r s  w h o  h a v e  not o b t a i n e d  a c e r t i f i c a t e  of 

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

a c o r p o r a t e  g u i s e .  U n l e s s  r e l e a s e d  by  the terms of a 

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

to all t h i r d  p a r t i e s  ( S e c t i o n  1 0 . 0 6 . 2 2 0 ) .  T h e  c o m m o n  l a w  

d o c t r i n e s  of d e  jure c o m p l i a n c e ,  de  f a c t o  c o r p o r a t i o n s ,  and 

c o r p o r a t i o n s  b y  e s t o p p e l  a r e  e x p r e s s l y  a b o l i s h e d  b y  S e c t i o n  

1 0 . 0 6 . 2 1 8 .

Tw o  p r o v i s i o n s  g o v e r n  the c o n t e n t s  of the a r t i c l e s  of 

i n c o r p o r a t i o n .  S e c t i o n  1 0 . 0 6 . 2 0 8  l i sts t h o s e  m a t t e r s  w h i c h  

m u s t  be i n c l u d e d  in the o r i g i n a l  a r t i c l e s .  S e c t i o n  

1 0 . 0 6 . 2 1 0  s e t s  f o r t h  m a t t e r s  w h i c h  m a y  o p t i o n a l l y  be 

i n c l u d e d .  Th i s  s e c t i o n  is v i t a l  in m o l d i n g  a c o r p o r a t i o n ' s  

legal c h a r a c t e r ,  for if the S e c t i o n  1 0 . 0 6 . 2 1 0  i s s u e s  a r e  not 

d e c i d e d  b y  the a r t i c l e s  t h e y  m a y  not be i m p l e m e n t e d  b y  the 

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

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

c o n t e m p l a t i n g  f o r m a t i o n  of a c o r p o r a t i o n  to m a k e  b a s i c  

d e c i s i o n s  r e s p e c t i n g  its s t r u c t u r e  and the r i g h t s  of 

s h a r e h o l d e r s .  A  f u r t h e r  a d v a n t a g e  is t h a t  a p o t e n t i a l  

i n v e s t o r  need look o n l y  to the a r t i c l e s  to d e t e r m i n e  the 

b a s i c  s t r u c t u r e  of a c o r p o r a t e  e n t i t y .

N a m i n g  d i r e c t o r s  in the o r i g i n a l  a r t i c l e s  is no  l o n g e r  

required. In r e c o g n i t i o n  of the p o s s i b i l i t y  t h a t  i n c o r p o r -
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1 a t o r s  w i l l  be in c o n t r o l  of the e n t i t y  u n t i l  the o r g a n i z a -

2 ti o n  m e e t i n g , S e c t i o n  1 0 . 0 6 . 2 2 5  s p e c i f i e s  the p o w e r s  of

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

4 e l e c t i n g  d i r e c t o r s  but do n o t  i n c l u d e  t r a n s a c t i n g  b u s i n e s s

5 or e l e c t i n g  o f f i c e r s .  A n  o r g a n i z a t i o n a l  m e e t i n g  is r e q u i r e d

6 a f t e r  the i s s u a n c e  of the c e r t i f i c a t e  of i n c o r p o r a t i o n ,  at

7 w h i c h  d i r e c t o r s  are to be e l e c t e d  (if n o n e  h a v e  b e e n  n a m e d

8 in the a r t i c l e s ) ,  o f f i c e r s  a r e  to be a p p o i n t e d ,  a'fld e t h e r

9 b u s i n e s s  m a y  be t r a n s a c t e d .

10 S e c t i o n  1 0 . 0 6 . 2 2 8  e m p o w e r s  b o t h  the b o a r d  and the

11 s h a r e h o l d e r s  to adopt, am e n d ,  or r e p e a l  b y l a w s .  The

12 a r t i c l e s  m a y  r e m o v e  this p o w e r  f r o m  the b o a r d ,  b u t

13 s h a r e h o l d e r s '  p o w e r  of a m e n d m e n t  is m a n d a t o r y  u n d e r  the ACC.

14 S e c t i o n  1 0 . 0 6 . 2 3 0  r e q u i r e s  th a t  the b y l a w s  e s t a b l i s h  the

15 n u m b e r  of d i r e c t o r s  if this has not be e n  a c c o m p l i s h e d  b y  the

16 a r t i c l e s .  A s u g g e s t e d  list of m a t t e r s  w h i c h  m a y  be c o v e r e d

17 in the b y l a w s  is a l s o  i n c l u d e d  in S e c t i o n  1 0 . 0 6 . 2 3 0 .

18 S e c t i o n  1 0 . 0 6 . 2 3 3  r e q u i r e s  that b y l a w s  be k e p t  for

19 s h a r e h o l d e r  i n s p e c t i o n  at the c o r p o r a t i o n ' s  p r i n c i p a l

20 o f f i c e .

21

22 A R T I C L E  4: C O R P O R A T E  F I N A N C E .

23 The n e w  p: o v i s i o n s  on c o r p o r a t e  f i n a n c e  r e p r e s e n t  a

24 s i g n i f i c a n t  d e p a r t u r e  fr o m  e x i s t i n g  law. It is p r o p o s e d

25 t h a t  the f o r m e r  s y s t e m  l i m i t i n g  a c o r p o r a t i o n ' s  r i g h t  to p a y
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1 d i v i d e n d s  and r e p u r c h a s e  or r e d e e m  s h a r e s  be r e p l a c e d  b y  a

2 " r a t i o  of a s s e t s  to s u r p l u s "  t e s t  long r e c o m m e n d e d  by

3 a c c o u n t a n t s  as s i m p l e r  and m o r e  p r o t e c t i v e  of c r e d i t o r  and

4 p r e f e r r e d  s h a r e h o l d e r  r i g h t s .  T h e  p r o v i s i o n s  g o v e r n i n g

5 f i n a n c i n g  of a c o r p o r a t e  v e n t u r e  t h r o u g h  sa l e  of s e c u r i t i e s

6 ( S e c t i o n s  1 0 . 0 6 . 3 0 5  - .355) are l a r g e l y  c o n t i n u e d  f r o m

7 c u r r e n t  law.

8 U n d e r  the M o d e l  A c t  and the c u r r e n t  ABCA, e l a b o r a t e

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

10 m a y  d i s t r i b u t e  its a s s e t s  to s h a r e h o l d e r s .  The w e a k n e s s  of

11 th i s  s y s t e m  is that it e m p l o y s  c o n c e p t s  u n f a m i l i a r  to

12 a c c o u n t a n t s  and the b u s i n e s s  c o m m u n i t y .  It has a l s o  b e c o m e

13 s o  r i d d l e d  w i t h  e x c e p t i o n s  as to i m p o s e  l i t t l e  p r a g m a t i c

14 c h e c k  on i n d i v i d u a l s  d e t e r m i n e d  to a b u s e  c o r p o r a t e  c r e d i t o r s

15 or h o l d e r s  of s e n i o r  s h a res. This " e a r n e d  s u r p l u s "  test,

16 and its a l l i e d  c o n c e p t s  of s t a t e d  c a p i t a l  and par value,

17 h a v e  b e r o  s w e p t  a s i d e  in the C o m i s s i o n ' s  d r a f t  of the ACC.

18 W h i l e  the n e w  c o d e  c o n t i n u e s  to p r o h i b i t  a d i s t r i b u t i o n  or

19 the p a y m e n t  of a d i v i d e n d  that w o u l d  r e n d e r  the c o r p o r a t i o n

20 u n a b l e  to m e e t  its o b l i g a t i o n s  as they m a t u r e  (a c o n d i t i o n

21 of equitable insolvency), the balance of Article 4 is built

22 a r o u n d  a s i m p l e  c o n c e p t  r e l a t i n g  c o r p o r a t e  a s s e t s  to

23 l i a b i l i t i e s .

24 Under Section 10.06.358, a distribution of assets to

25 s h a r e h o l d e r s  is p e r m i s s i b l e  if e i t h e r  of two t e s t s  are r.at.
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1 If the d i s t r i b u t i o n  can be m a d e  o u t  of " r e t a i n e d  e a r n i n g s "

2 ( p r e v i o u s l y  u n d i s t r i b u t e d  p r o f i t s ) ,  the c o d e  has no

3 o b j e c t i o n  a n d  the d e c i s i o n  is left to the b u s i n e s s  j u d g m e n t

4 of d i r e c t o r s .  If r e t a i n e d  e a r n i n g s  are i n s u f f i c i e n t  to fund

5 the d i s t r i b u t i o n ,  it s t i l l  m a y  be m a d e  p r o v i d e d  that in the

6 w a k e  of the p a y m e n t ,  the a s s e t s  of the c o r p o r a t i o n  are at

7 l e a s t  e q u a l  to 1.25 t imes l i a b i l i t i e s  and its c u r r e n t

8 a s s e t s  are at l e a s t  e q u a l  to c u r r e n t  l i a b i l i t i e s .  S e c t i o n s

9 10.06. 363 and .368 g i v e  b a s i c  p r o t e c t i n '  to l i q u i d a t i o n  and

10 d i v i d e n d  p r e f e r e n c e s  w i t h  tests s i m i l a r  in n a t u r e  to t h o s e

11 of S e c t i o n  1 0 . 0 6 . 3 5 8 .  S e c t i o n s  1 0 . 0 6 . 3 6 8  (for r e d e m p t i o n  of

12 s h a r e s  of a d e c e a s e d  s h a r e h o l d e r )  and .370 (for r e g u l a t e d

13 i n v e s t m e n t  c o m p a n i e s )  are l i m i t e d  e x c e p t i o n s  to these

14 r e s t r a i n t s .

15 S e c t i o n  1 0 . 0 6 . 3 7 3  f o r b i d s  s h a r e s  of one c l a s s  to be

16 d i s t r i b u t e d  as d i v i d e n d s  to the s h a r e h o l d e r s  of a n o t h e r

17 c l a s s  w i t h o u t  the c o n s e n t  of the h o l d e r s  of the d i s t r i b u t e d

18 class. S e c t i o n  1 0 . 0 6 . 3 7 5  p e r m i t s  f u r t h e r  p r o h i b i t i o n s  on the

19 d i s t r i b u t i o n  of a s s e t s  to be p l a c e d  in the article. , b y l a w s ,

20 i n d e n t u r e s  or o t h e r  a g r e e m e n t s .  S e c t i o n  1 0 . 0 6 . 3 8 0  r e q u i r e s

21 .identification of d i v i d e n d s  o t h e r  than those c h a r g e a b l e  to

22 r e t a i n e d  e a r n i n g s  in o r d e r  to set the s t a g e  for s h a r e -

23 h o l d e r ' s  l i a b i l i t y  for i l l i c i t  d i s t r i b u t i o n s .  S e c t i o n

24 10.06.383 makes the limitations of Article 4 inapplicable in

25 a w i n d i n g  u p  and d i s s o l u t i o n  p r o c e e d i n g .
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1 S e c t i o n  1 0 . 0 6 . 3 8 5  s p e c i f i e s  the p r o c e d u r e  for

2 r e d e m p t i o n  of s h a r e s ;  S e c t i o n  1 0 . 0 6 . 3 8 8  p r o v i d e s  for

3 c a n c e l l a t i o n  of r e d e e m e d  or r e p u r c h a s e d  s h a res. S e c t i o n

4 1 0 . 0 6 . 3 9 0  c o n t i n u e s  the p o l i c y  of f o r m e r  law in p e r m i t t i n g

5 the b o a r d  to c a p i t a l i z e  all or p a r t  of the c o r p o r a t i o n ' s

6 r e t a i n e d  e a r n i n g s .

7

8 A R T I C L E  5: S H A R E H O L D E R S .

9 W h i l e  n u m e r o u s  c h a n g e s  in the r i g h t s  of s h a r e h o l d e r s

■*.0 a r e  c o n t a i n e d  in the C o m m i s s i o n ' s  d r a f t ,  the o v e r a l l  s t a t u  -

11 t o r y  f r a m e w o r k  c o n t i n u e s  p r i o r  law. S e c t i o n  1 0 . 0 6 . 4 0 5

12 p e r m i t s  a n y  s h a r e h o l d e r  to o b t a i n  a s u m m a  vy j u d i c i a l  o r d e r

13 c a l l i n g  an a n n u a l  m e e t i n g  if the d i r e c t o r s  fail to c o n v e n e

14 su c h  a m e e t i n g  w i t h i n  t h i r t e e n  m o n t h s .  R e c o g n i z i n g  the

15 c o m m u n i c a t i o n s  p r o b l e m s  f r e q u e n t l y  e n c o u n t e r e d  in A l a s k a ,

16 the m i n i m u m  p e r i o d  for n o t i c e  of s h a r e h o l d e r  m e e t i n g s  has

17 b e e n  i n c r e a s e d  to t w e n t y  d ays. The t w e n t y  d a y  p e r i o d  a l s o

18 a p p l i e s  to the r e q u i r e m e n t  of S e c t i o n  1 0 . 0 6 . 4 1 3  th a t  the

19 s h a r e h o l d e r  list be m a d e  a v a i l a b l e  for i n s p e c t i o n .  O n c e  a

20 q u o r u m  of s h a r e h o l d e r s  has be e n  o b t a i n e d ,  S e c t i o n  10.06.

21 415(b) p r e c l u d e s  a d i s g r u n t l e d  m i n o r i t y  f r o m  f r u s t r a t i n g  the

22 o t h e r  s h a r e h o l d e r s  b y  s t d g i n g  a "walk o u t . "

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

24 the Commission's drafts Proxies are presumptively limited

25 to e l e v e n  m o n t h s  and t h e i r  c r e a t i o n  and r e v o c a t i o n  is



1 r e g u l a t e d  b y  S e c t i o n  1 0 . 0 6 . 4 1 8 .  C u m u l a t i v e  v o t i n g  of s h a r e s

2 in the e l e c t i o n  of d i r e c t o r s  is the n o r m  u n l e s s  e l i m i n a t e d

3 b y  the a r t i c l e s .  U n d e r  S e c t i o n  1 0 . 0 6 . 4 2 3  s h a r e h o l d e r s  are

4 p e r m i t t e d  to act i n f o r m a l l y  w i t h o u t  a m e e t i n g .  V o t i n g

5 t r u s t s  can no  l o n g e r  b e  s e c r e t .  O t h e r  s h a r e h o l d e r

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

7 1 0 . 0 6 . 4 2 5  and the c o m m o n  law. P r e e m p t i v e  r i g h t s  are

8 c o n t i n u e d  and r e g u l a t e d  'inder S e c t i o n  1 0 . 0 6 . 4 2 8 .

9 S e c t i o n s  1 0 . 0 6 . 4 3 0  and .433 g r e a t l y  e x p a n d  the c i r c u m -

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

11 c o n c e r n i n g  the o p e r a t i o n  of the c o m p a n y  b y  the d i r e c t o r s  and

12 o f f i c e r s .  To f a c i l i t a t e  a c c e s s  to b o o k s  and r e c o r d s ,  d u r a -

13 t i o n a l  and n u m e r i c a l  s t a n d i n g  r e q u i r e m e n t s  h a v e  b e e n  e l i m i -

14 n a t e d  so th a t  a.iy s h a r e h o l d e r  m a y  i n s p e c t .  T o  p r e v e n t  this

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

16 for i n s p e c t i o n  is n o w  r e q u i r e d .  S e c t i o n  1 0 . 0 6 . 4 3 3  m a n d a t e s

17 th a t  m a n a g e m e n t  p r o v i d e  s h a r e h o l d e r s  an a n n u a l  r e p ort. This

18 i m p o r t a n t  f e a t u r e  is s u p p l e m e n t e d  b y  S e c t i o n  1 0 . 0 6 . 4 3 3 ( c )

19 w h i c h  p e r m i t s  a s h a r h o l d e r  to o b t a i n  r r . h i t  f i n a n c i a l

20 r e p o r t s  u p o n  d e m a n d .

21 S e c t i o n  1 0 . 0 6 . 4 3 5  is the m o s t  c o m p r e h e n s i v e  d e r i v a t i v e

22 su i t  s t a t u t e  in the U n i t e d  S t a t e s .  T h e  p r e s e n t  c o d e

23 c o n t a i n s  no p r o v i s i o n  on this s u b j e c t .  In a d d i t i o n  to

24 p r o t e c t i n g  d e f e n d a n t s  f r o m  n u i s a n c e  suits, S e c t i o n  1 0 . 0 6 . 4 3 5

25 m a k e s  it i m p o s s i b l e  for a b a c k d o o r  s e t t l e m e n t  to d e p r i v e  the
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1 c o r p o r a t i o n  of the f r u i t s  of a r e c o v e r y .  R e c e n t  h o l d i n g s  in

2 s o m e  j u r i s d i c t i o n s  t h a t  i n d e p e n d e n t  d i r e c t o r s  s h o u l d  be

3 p e r m i t t e d  to o b t a i n  the d i s m i s s a l  of a s h a r e h o l d e r ' s

4 d e r i v a t i v e  s u i t  (on the t h e o r y  t h a t  its p r o s e c u t i o n  is not,

5 in the d i r e c t o r ' s  b u s i n e s s  j u d g m e n t ,  in the b e s t  i n t e r e s t s

6 of the e n t i t y )  a r e  r e j e c t e d  b y  S e c t i o n  1 0 . 0 6 . 4 3 5 .

7

8 S E C T I O N  6: D I R E C T O R S  A N D  O F F I C E R S .

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

10 a c t i n g  t h r o u g h  o f f i c e r s  and a g e n t s  is m a i n t a i n e d ,  b u t  the

11 d u t i e s ,  l i a b i l i t i e s  and p r i v i l e g e s  of m a n a g e m e n t  h a v e  b e e n

12 a l t e r e d  in n u m e r o u s  p a r t i c u l a r s .

13 S e c t i o n  1 0 . 0 6 . 4 5 0  g a t h e r s  in t o  o n e  p l a c e  b a s i c  p r o v i -

14 s i o n s  on the s t r u c t u r e  of c o r p o r a t e  m a n a g e m e n t .  F o u r  m a j o r

15 i s s u e s  are s e t t l e d :  (1) the e x e r c i s e  and d e l e g a t i o n  of

16 b o a r d  f u n c t i o n s ;  (2) the s t a n d a r d  for the d u t y  of c a r e  w h i c h

17 m u s t  be o b s e r v e d  b y  d i r e c t o r s ,  and the r i g h t  of d i r e c t o r s  to

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

19 s t a t e m e n t s  f r o m  o f f i c e r s ,  e x p e r t s ,  or c o m m i t t e e s  of the

20 b o a r d  on w h i c h  they do  not serve; (3) the a b s o l u t e  r i g h t  of

21 i n s p e c t i o n  of e v e r y  d i r e c t o r  as to all c o r p o r a t e  bo o k s ,

22 r e c o r d s  a n d  d o c u m e n t s  of e v e r y  k i n d ; a n d ,  (4) the

23 c o n s e q u e n c e s  of a d i r e c t o r ' s  f a i l u r e  to d i s s e n t  as to any

24 action taken at a meeting at which such director was

25 p r e s e n t .



1 S e c t i o n  1 0 . 0 6 . 4 5 3  c o n t i n u e s  to r e q u i r e  a m i n i m u m  of

2 t h r e e  d i r e c t o r s  e x c e p t  in c o r p o r a t i o n s  w i t h  o n l y  one or two

3 s h a r e h o l d e r s .  T h e  n u m b e r  of p o s i t i o n s  on the b o a r d  of

4 d i r e c t o r s  of a c o r p o r a t i o n  m u s t  be f i x e d  in the a r t i c l e s  or

5 in a s h a r e h o l d e r  a d o p t e d  b y l a w .  S p e c i a l  r e p r e s e n t a t i o n  m a y

6 be g i v e n  to a c l a s s  of s h a r e h o l d e r s  b y  m a k i n g  th a t  c l a s s

7 c o m p e t e n t  to e l e c t  o n e  or m o r e  r e p r e s e n t a t i v e s  to the b o a r d .

8 D i r e c t o r s  s e r v e  one y e a r  terms u n l e s s  the t o t a l  n u m b e r  of

9 the b o a r d  is ine or m o r e  in w h i c h  c a s e  the b o a r d  m a y  be

10 " c l a s s i f i e d "  w i t h  d i r e c t o r s  s e r v i n g  s t a g g e r e d  t h r e e  ye a r

11 t e r m s .

12 U n d e r  the A C C  the m a j o r i t y  of sha r e s  m a y  r e m o v e

13 i n c u m b e n t  d i r e c t o r s  at any time for any reas o n .  This

14 p r o v i s i o n  r e f l e c t s  the C o m m i s s i o n ' s  b e l i e f  t h a t  the

15 d i r e c t o r s  s h o u l d  at all t imes be s a t i s f a c t o r y  to the

16 m a j o r i t y  s h a r e  i n t e r e s t .  M i n o r i t y  i n t e r e s t s  m a y  b r i n g

17 j u d i c i a l  p r o c e e d i n g s  to r e m o v e  a n y  d i r e c t o r  up o n  p r o o f  that

18 the d e f e n d a n t  is a b u s i n g  the s t a n d a r d s  e s t a b l i s h e d  u n d e r

19 S e c t i o n  1 0 . 0 6 . 4 6 3 .  U n l e s s  t h e y  r e s u l t  f r o m  r e m o v a l ,

20 v a c a c i e s  on the b o a r d  m a y  be f i l l e d  b y  e i t h e r  the

21 shareholders or the directors remaining in o f f i c e .

22 T h e  d e s i r e  to a c h i e v e  m a n a g e r i a l  e f f i c i e n c y  is b a l a n c e d

23 a g a i n s t  t h e  go a l  of i n s u r i n g  e f f e c t i v e  m i n o r i t y  r e p r e s e n t a -

24 ti o n  in the A C C ' s  p r o v i s i o n s  on d e l e g a t i o n  of b o a r d  a u t h o r -

25 ity and f u n c t i o n .  An  i m p o r t a n t  s a f e g u a r d  is the p r o v i s i o n



t h a t  d e l e g a t i o n  of f u n c t i o n s  d o e s  n o t  r e l i e v e  directc- >' 

t h e i r  d u t y  of care.

S e c t i o n  1 0 . 0 6 . 4 7 5  r e c o g n i z e s  t h a t  b o t h  d i s t a n c e  *\nd 

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

of d i r e c t o r s  to m e e t  f o r m a l l y .  T h e  A C C  p e r m i t s  b o t h  the 

b o a r d  and b o a r d  c o m m i t t e e s  to c o n d u c t  m e e t i n g s  v i a  

c o m m u n i c a t i o n s  e q u i p m e n t  a l l o w i n g  s i m u l t a n e o u s  c o n t a c t  of 

all p a r t i c i p a n t s .  If all of t h e  m e m b e r s  s i g n  w r i t t e n  

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

ing .

C o n f l i c t s  of i n t e r e s t  are d e f i n e d  in two d i s t i n c t  and 

c l a s s i c a l  i n s t a n c e s :  w h e r e  the c o n t r a c t  or o t h e r  t r a n s a c t­

ion is b e t w e e n  the c o r p o r a t i o n  and one or m o r e  of its d i r­

ector s ;  and, w h e r e  the c o n t r a c t  or t r a n s e c t i o n  is b e t w e e n  

two c o r p o r a t i o n s  s h a r i n g  a c o m m o n  d i r e c t o r  or d i r e c t o r s .

S e c t i o n  1 0 . 0 6 . 4 8 3  r e g u l a t e s  the n u m b e r ,  kind, and 

t e n u r e  of c o r p o r a t e  o f f i c e r s .  This s e c t i o n  c l a r i f i e s  the 

st a t u s  of c o r p o r a t e  o f f i c e r s  and p r o v i d e s  m a c h i n e r y  w h e r e b y  

p e r s o n s  d e a l i n g  w i t h  such o f f i c e r s  m a y  i n s u r e  that th e y  g a i n  

the u n d i s p u t e d  l i a b i l i t y  of the c o r p o r a t e  e n t i t y .  F o r  the 

f i r s t  ti m e  a d u t y  of c a r e  is a r t i c u l a t e d  for c o r p o r a t e  

o f f i c e r s ,  to a s s i s t  b o t h  s h a r e h o l d e r s  and c o u r t s  in 

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

S e c t i o n  1 0 . 0 6 . 4 8 8  is a n o t a b l e  f e a t u r e  of the p r o p o s e d  

code. For the f i r s t  time, a c a r e f u l l y  d e f i n e d  c l a s s  of
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1 t r a d i t i o n a l l y  a b u s e d  c r e d i t o r s  m a y  p r o c e e d  a g a i n s t  c o r p o r a t e

2 d i r e c t o r s  and o f f i c e r s  if the c o r p o r a t i o n  d e f a u l t s  on its

3 o b l i g a t i o n s .  This s e c o n d a r y  l i a b i l i t y  is d e s i g n e d  to m a k e

4 m a n a g e m e n t  r e s p o n s i b l e  to c r e d i t o r s .  It is i m p o r t a n t  to

5 n o t e  th a t  this l i a b i i t v  m a y  be e l i m i n a t e d  b y  w r i t t e n

6 c o n t r a c t .

7 S e c t i o n  1 0 . 0 6 . 4 9 0  c o n t i n u e s  w i t h  m i n o r  v a r i a t i o n  the

8 e x i s t i n g  law on the i n d e m n i f i c a t i o n  of d i r e c t o r s ,  o f f i c e r s

9 and e m p l o y e e s  on a c c o u n t  of t h e i r  r o l e  in the c o r p o r a t i o n .

10

11 A R T I C L E  7: A M E N D M E N T S  A N D  C H A N G E S .

12 P r e s e n t  law on a m e n d i n g  the a r t i c l e s  of i n c o r p o r a t i o n

13 is c o n t i n u e d  w i t h  tew a l t e r a t i o n s .  T h e  p r o c e s s  has b e e n

14 g i v e n  f l e x i b i l i t y  b y  a l l o w i n g  e i t h e r  the b o a r d  of the

15 s h a r e h o l d e  to i n i t i a t e  a m e n d m e n t .  U n l e s s  a g r e a t e r

16 m a j o r i t y  is r e q u i r e d  b y  the a r t i c l e s ,  an a b s o l u t e  m a j o r i t y

17 of the s h a r e s  m a y  a u t h o r i z e  an a m e n d m e n t  i n s t e a d  of the 2/3

18 m a j o r i t y  r e q u i r e d  b y  e x i s t i n g  law. In a d d i t i o n  to

19 e s t a b l i s h i n g  " s u p e r m a j o r i t y "  r e q u i r e m e n t s ,  the a r t i c l e s  m a y

20 p r o v i d e  that s h a r e s  v o t e  b y  " c l a s s e s "  in a m e n d i n g  the

21 a r t i c l e s .

22 S e c t i o n s  1 0 . 0 6 . 5 2 2  and .526 a d o p t  a r e c e n t  M o d e l  A c t

23 i n n o v a t i o n  w h i c h  p e r m i t s  a m e n d m e n t  of the a r t i c l e s  b y  j u d i -

24 c i a l  o r d e r  in b a n k r u p t c y  p r o c e e d i n g s .  T h i s  p r o c e d u r e  e l i m i -

25 n a t e s  p o t e n t i a l  f e d e r a l  tax l i a b i l i t y .
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ARTICLE 8 :  ORGANIC CHANGE.

S e c t i o n s  1 0 . 0 6 . 5 3 0  a n d  .542 d e f i n e  and set u p  u n i f o r m  

p r o c e d u r e s  for p r o p o s a l ,  a p p r o v a l  and i m p l e m e n t a t i o n  of 

t h r e e  c l a s s i c a l  o r g a n i c  c h a n g e s .  In the e v e n t  of e i t h e r  a 

m e r g e r  or a c o n s o l i d a t i o n ,  one or b o t h  of the p a r t i c i p a t i n g  

c o n r p o r a t i o n s  f o r m a l l y  c e a s e s  to ex i s t .  In the c o u r s e  of a 

s h a r e  e x c h a n g e ,  t h e r e  is n o  f o r m a l  s u p r e s s i o n  of a 

c o n s t i t u e n t  corporatio.. b u t  one of the e n t i t i e s  b e c o m e s  a 

w h o l l y  o w n e d  s u b s i d i a r y  of the other. In e a c h  i n s t a n c e ,  the 

s c h e m e  of the ACC is to p l a c e  r e s p o n s i b i l i t y  for f r a m i n g  a 

p r o p o s a l  w i t h  the b o a r d s  of the p a r t i c i p a t i n g  c o r p o r a t i o n s .  

A p p r o v a l  of the s h a r e h o l d e r s  is then r e q u i r e d  and o b t a i n e d  

u n d e r  S e c t i o n s  1 0 . 0 6 . 5 4 4  and .546.

D u e  to the i n h e r e n t l y  d i f f e r e n t  i n t e r e s t s  i n v o l v e d ,  the 

m e r g e r  of a s u b s i d i a r y  c o r p o r a t i o n  i n t o  the p a r e n t  is g o v ­

e r n e d  b y  a s e p a r a t e  s e c t i o n .

The u s e  of m e r g e r s ,  c o n s o l i d a t i o n s  or s h a r e  e x c h a n g e s  

to " f r e e z e  out" m i n o r i t y  s h a r e  -interests wi l l  v i o l a t e  a 

s t a t u t o r y  p r e s u m p t i o n  c r e a t e d  b y  S e c t i o n  1 0 . 0 6 . 5 4 2 .

The sale, o t h e r  than in the r e g u l a r  c o u r s e  of b u s i n e s s ,  

of all or s u b s a n t i a l l y  all of the c o r p o r a t e  a s s e t s  is t r e a t­

ed as a n o t h e r  type of o r g a n i c  c h a n g e  b y  the ACC.

The o r g a n i z a t i o n  and s u b s t a n c e  of the p r o v i s i o n s  on the 

r i g h t s  of s h a r e h o l d e r s  w h o  d i s s e n t  f r o m  an o r g a n i c  c h a n g e  

and w h o  w i s h  to ha v e  the c o r p o r a t i o n  b u y  o u t  t h eir i n t e r e s t
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1 ha v e  b e e n  a d o p t e d  f r o m  t h e  l a t e s t  v e r s i o n  of t h e  M o d e l  Act.

2
3 ARTICLE 9 :  DISSOLUTION.

4 D i s s o l u t i o n  is to a c o r p o r a t e  e n t i t y  w h a t  d e a t h  is to a

5 n a t u r a l  p e r s o n .  As w i t h  the p r o v i s i o n s  r e s p e c t i n g  a r t i c l e s

6 b y l a w s ,  a m e n d m e n t s ,  and o r g a n i c  c h a n g e ,  t h e  p r o t e c t i o n  of

7 s h a r e h o l d e r s  and c o r p o r a t e  c r e d i t o r s  is a d d r e s s e d  in the A C C

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

9 A r t i c l e  9 d i s t i n g u i s h e s  b e t w e e n  two t y p e s  of

10 d i s s o l u t i o n .  is the key, the d i s s o l u t i o n  is sa i d  to be

11 " v o l u n t a r y . "  If the li f e  of the c o r p o r a t i o n  is to be t a k e n

12 as a c o n s e q u e n c e  of g r o s s  a b u s e  of a m i n o r i t y  or b e c a u s e  of

13 p e r s i s t e n t  and s e r i o u s  f l a u n t i n g  of the s t a t e ' s  r e g u l a t i o n ,

14 then c o r p o r a t e  t e r m i n a t i o n  is " i n v o l u n t a r y . "

l r> V o l u n t a r y  d i s s o l u t i o n  has b e e n  r e m o v e d  f r o m  the a m b i t

16 of the b o a r d ;  it n o w  r e s t s  e n t i r e l y  w i t h  the s h a r e h o l d e r s .

17 A  t w o - t h i r d s  m a j o r i t y  is s t i l l  r e q u i r e d  to m a k e  an e l e c t i o n

18 to d i s s o l v e .  A  r e v o c a t i o n  of the e l e c t i o n  is p e r m i t t e d  if

19 m a d e  p r i o r  to the c o m m e n c e m e n t  of w i n d i n g  up  p r o c e e d i n g s .

20 S e c t i o n  1 0 . 0 6 . 6 1 8  c o n t i n u e s  the p o l i c y  of c u r r e n t  law w h i c h

21 a l l o w s  the c o r p o r a t i o n  to p e t i t i o n  for j u d i c i a l  s u p e r v i s i o n

22 of the w i n d i n g  up; this o p t i o n  has b e e n  e x p a n d e d  b y

23 p e r m i t t i n g  s h a r e h o l d e r s  and c r e d i t o r s  to p e t i t i o n  for such

24 s u p e r v i s i o n  as well.

25 In a d d i t i o n  to b e i n g  the u l t i m a t e  s a n c t i o n  a g a i n s t  the
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g r o s s  o p p r e s s i o n  or a b u s e  of m i n o r i t y  i n t e r e s t s  and as a 

r e l e a s e  in the e v e n t  of d e a d l o c k  at t h e  s h a r e h o l d e r  or 

d i r e c t o r  level, i n v o l u n t a r y  d i s s o l u t i o n  m a y  be s o u g h t  b y  the 

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

v a r i e t y  of r e p o r t i n g  a n d  f e e  p a y m e n t  r e q u i r e m e n t s ,  or to 

p r o t e c t  the s t a t e  a g a i n s t  g r o s s  a b u s e  of c o r p o r a t e  p o w e r s .

A n  i n n o v a t i o n  in the l a w  r e g a r d i n g  s h a r e h o l d e r s '  s u i t s  

f or i n v o l u n t a r y  d i s s o l u t i o n  is S e c t i o n  1 0 . 0 6 . 6 3 8 ' s  p r o v i s i o n  

f or a j u d i c i a l l y  s u p e r v i s e d  p u r c h a s e  of the p l a i n t i f f s '  

s h a r e s  b y  s h a r e h o l d e r s  d e s i r i n g  to p r e s e r v e  the c o r p o r a t i o n .  

C o n c e r n  for the fate of a c o r p o r a t i o n  w h i c h  m a y  be an 

o t h e r w i s e  v i a b l e  e m p l o y e r  and c o m p e t i t o r  in the m a r k e t p l a c e  

is r e f l e c t e d  in S e c t i o n  1 0 . 0 6 . 6 4 0 ' s  m a c h i n e r y  for 

a p p o i n t m e n t  of a p r o v i s i o n a l  d i r e c t o r  to r e s o l v e  d e a d l o c k  at 

t he b o a t ?  level.

In the w a k e  of a n y  d i s s l u t i o n  the w i n d i n g  up p r o c e s s  

f o l l o w s  the p r e s u m p t i o n  th a t  a m o r e  a d v a n t a g e o u s  d i s p o s i t i o n  

of the c o r p o r a t e  assets can b e  ciccomplished b y  the e x i s t i n g  

m a n a g e m e n t  (officers and d i r e c t o r s )  than b y  the " l i q u i d a t i n g  

r e c e i v e r "  a s s i g n e d  this t a s k  u n d e r  c u r r e n t  law. This 

p r e s u m p t i o n  is s u b j e c t  to j u d i c i a l  a l t e r a t i o n  in a p p r o p r i a t e  

ca s e s .  R e c e i v e r s  may be a p p o i n t e d  e v e n  p r i o r  to w i n d i n g  up 

u n d e r  S e c t i o n  1 0 . 0 6 . 6 ^ 3  if the c o r p o r a t e  a s s e t s  a r e  in 

d a n g e r  of b e i n g  w a s ted.

T h e  p o w e r s  of the c o u r t  in a d i s s o l u t i o n  an^ the



1 a u t h o r i t y  a n d  d u t i e s  of the b o a r d  d u r i n g  w i n d i n g  up  are

2 s p e c i f i e d  in d e t a i l .  A  s y s t e m  for s e t t l i n g  c o r p o r a t e

3 o b l i g a t i o n s  in one c o u r t  p r o c e e d i n g  p r o v i d e s  for j u d i c i a l

4 e c o n o m y .  F u r t h e r  p r o v i s i o n s  g o v e r n  r e c o v e r y  of i m p r o p e r

5 d i s t r i b u t i o n s  to s h a r e h o l d e r s  a n d  the c o n t i n u e d  e x i s t e n c e  of I

6 the d i s s o l v e d  c o r p o r a t i o n  for p u r p o s e s  of p r o c e e d i n g s  a n d

7 a c t i o n s  not t e r m i n a t e d  p r i o r  to i s s u a n c e  of the c e r t i f i c a t e

8 of d i s s o l u t i o n .

9

10 A R T I C L E  10: F O R E I G N  C O R P O R A T I O N S .

11 T h e  m o s t  i m p o r t  .nt a l t e r a t i o n  in the t r e a t m e n t  of

12 c o r p o r a t i o n s  o r g a n i z e d  u n d e r  t h e  laws of a n o t h e r  s t a t e  w h i c h

13 s e e k  to do b u s i n e s s  in A l a s k a  is the i m p o s i t i o n  of m a n y  of

14 the s a m e  s t a n d a r d s  of f a i r n e s s  and d i s c l o s u r e  w h i c h  a p p l y  to

15 d o m e s t i c  c o r p o r a t i o n s .  A  f o r e i g n  c o r p o r a t i o n  d o i n g  b u s i n e s s

16 in A l a s k a  m u s t  r e g i s t e r  w i t h  the c o m m i s s i o n e r ;  n o t i f y  h i m  of

17 c h a n g e s  in its name, p u r p o s e s ,  or a r t i c l e s ;  and f o r m a l l y

18 w i t h d r a w  u p o n  t e r m i n a t i n g  b u s i n e s s  in the state. E a c h

19 f o r e i g n  c o r p o r a t i o n  mu s t  m a i n t a i n  in A l a s k a  a r e g i s t e r e d

20 a g e n t  for s e r v i c e  of p r o c e s s  a n d  a r e g i s t e r e d  o f f i c e .  A b u s e

21 of these requirements will  result .in revocation of the

22 " c e r t i f i c a t e  of a u t h o r i t y "  to t r a n s a c t  b u s i n e s s  in A l a s k a .

23

24 A R T I C L E  11: R E P O R T S ,  FEES, A N D  P E N A L T I E S .

25 T h e  p r o v i s i o n s  on r e p o r t i n g ,  fees, and r e l a t i o n s  w i t h



- 2 3 -

1 the conunissio.ner in A r t i c l e  11 r e f l e c t  the l e g i s l a t u r e ' s

2 c o m p r e h e n s i v e  a m e n d m e n t  of t h e  A B C A  in. 1980.

3

4 T R A N S I T I O N  P R O V I S I O N S .

5 T h e  a d o p t i o n  of m a j o r  s u b s t a n t i v e  c h a n g e s  in c o r p o r a t e

6 l a w  r e q u i r e s  p r o v i s i o n s  to i n s u r e  a n o n - d i s r u p t i v e  t r a n s -

7 ition. Th i s  is a c c o m p l i s h e d  b y  e s t a b l i s h i n g  an e f f e c t i v e

8 d a t e  w h i c h  d r a w s  the li n e  b e t w e e n  the a p p l i c a b i l i t y  of p r i o r

9 law a: * t h a t  of the ACC. See, *Sec. 3.





§ 08.02.020 B u s i n e s s  a n d  P r o f e s s i o n s  § 08.03.010

Effect of amendments. — The first, vided by statute" for "Ail" nt the beginning
second, fourth, sixth and Beventh 1980 of subsection (a).
amendments all substituted "Except as The third and fifth 1980 amendments 
otherwise provided in this title" for "All" were superseded by the 6ixth and seventh
at the beginning of subsection (a). 1980 amendments, and therefore, subsec-

The third and fifth 1980 amendments tiou (a) is set out as it appears in the later
both substituted "Except as otherwise pro- amendments.

Chapter 02. Miscellaneous Provisions.
Sec. 08.02.020. Limitation o f  liability fo r  members o f  licensing 

boards.

Cross references. — As to notes to A S 09.55.536 and Alas. Const.,
constitutionality of ch. 102, SLA  1976, see art. II, § 14.

Chapter 03. Termination, Continuation and 
Reestablishment of Regulatory Boards.

Section Section
10. Termination, continuation and 20. Procedures governing termination, 

reestablishment of regulatory transition nnd continuation
boards

Sec. 08.03.010. Term ination, continuation and reestablish­
m ent o f  regulatory boards, (a) Boards listed in this sub­
section have a termination date of June 30, 1979:

(1) Repealed by § 3 ch 36 SLA 1980.
(2) Repealed by § 3 ch 40 SLA 1980.
(3) Repealed by § 3 ch 87 SLA 1980.
(4) R*. 3a'ed by § 3 ch 74 SLA 1979.
yo) Repealed by § 3 ch 3i> SLA 1980.
(6) Repealed by § 3 ch 37 SLA 1980.
(7) Repealed by § 3 ch 38 SLA 19C0.
(8) Repealed by 8 3 ch 41 SLA 1980.
(9) Repealed by 8 3 ch 67 SLA 1980.
(10) Repealed by § 2 ch 43 SLA 1980.
(11) Repealed by 8 3 ch 42 SLA 1980.
(b) Boards listed in this subsection have n termination date of June 

30, 1980:
(1) Repealed by 8 15 ch 82 SLA 1980.
(2) Repealed by 8 5 ch 159 SLA 1980
(3) Collection Agency Board (AS 08.24.011);
(4) Repealed by 8 5 ch 159 SLA 1980.
(5) Repealed by 8 11 ch 71 SLA 1980.
(6) Repealed by § 7 ch 72 SLA 1980.
(7) Repealed by § 2 ch 53 SLA 1981.
(8) Repealed bj § 8 ch 143 SLA 1980.



_________ — _______ _ _ _     —
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(9) Repealed by § 42 ch 167 SLA 1980.
(10) Repealed by § 2 ch 163 SLA 1980.
(11) Repealed by § 13 ch 52 SLA 1981.
(c) The following boards have the termination date provided by this 

subsection:
(1) Board o f Nursing (AS 08 68.010) — June 30, 1983.
(2) Board of Chiropractic Examiners (AS 08.20.010) — June 30, 

1984.
(3) Board of Examiners in Optometry (AS 08.72.010) — June 30, 

1984.
(4) Board o f Pharmacy (AS 08.80.01/') — June 30, 1984.
(5) Board of Dispensing Opticians (AS 08.71.010) — June 30, 1985.
(6) Board o f Dental Examiners (AS 08.36.010) — June 30, 1982.
(7) Board of Veterinary Examiners (AS 08.98.010) — June 30,1985.
(8) State Physical Therapy Board (AS 08.84.010) — June 30, 1986.
(9) Board of Nursing Home Administrators (AS 08.70.010) — June 

30, 1986.
(10) Board of Psychologist and Psychological Associate Examiners 

(AS 08.86.010) — June 30, 1982.
(11) State Medical Board (AS 08.64.010) — June 30, 1983.
(12) Board of Marine Pilots (AS 08.62.010) — June 30, 1983.
(13) Board of Welding Examiners (AS 08.99.010) — June 30, 1981.
(14) Board of Electrical Examiners (AS 08.40.010) — June 30,1982.
(15) State Board of Registration for Architects, Engineers, and Land 

Surveyors (AS 08.48.011) — June 30, 1984.
(16) Board of Barbers and Hairdressers (AS 08.13.010) — June 30, 

1984.
(; 7) Board of Public Accountancy (AS 08.04.010) — June 30, 1984.
(18) Real Estate Commission (AS 08.88.011) — June 30, 1982.
(19) Board of Governors of the Alaska Bur Association (AS 

08.08.040) — June 30, 1985.
(20) Guide Licensing and Control Board (AS 08.54.010) — June 30, 

1982.
(d) Repealed by § 3 ch 74 SLA 1979.
(e) Repealed by § 3 ch 74 SLA 1979. (§ 2 ch 149 SLA 1977; am §§ 1, 

3 ch 74 SLA 1979; am § § 1 . 3  ch 36 SLA 1980; am § § 1 , 3  eh 37 SLA 
1980; am §§ 1,3 ch 38 SLA 1980; and §§ 1, 3 ch 39 SLA 1980; am §§ 1, 
3 ch 40 SLA 1980; am § § 1 , 3  ch (1 SLA 1980; am §§ 1, 3 ch 42 SLA 
1980; am §§ 1 ,2ch 43 SLA 1980; am §§ 1, 3 ch 67 SLA 1980; am §§ 10, 
11 ch 71 SLA 1980; am §{,• 6. 7 ch 72 SLA 1980; am §§ 2, 15 ch 82 SLA 
1980; am § § 1 , 3  ch 3fc SLA 1980; am §§ 1,3 ch 39 SLA 1980; am §§ 1, 
2 ch 153 SLA 1980: an, §§ 2, 5 ch 159 SLA 1980; am §§ 41, 42 ch 167 
SLA 1980; am §§ 1, 13 ch 52 SLA 1981; am §§ 1, 2 ch 53 SLA 1981)
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FISCAL NOTE

SB 874
I. REQUEST

Bill/Resolution No.^
Title of the Board of Electrical Examiners: and providing for an effective date." 
Requested by  Senate Labor & Commerce Committee bate 3-25-82.

"An Act continuing the e xistence

II. FISCAL DETAIL 
Agency Affected_ Department of Commerce & Economic Development 

Public ProtectionProgram Category Affected_
BRU, Program, Or Subprogram(s) Affected Regulation & Licensing of Professions 
(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)

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

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

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

0

-

POSITIONS

FULL TIME I)™

PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

The Board of Electrical Examiners has been funded in the budget request 

for F Y 183.

Ma . 'in r ioIV. DATE April 2. 1983_______ PREPARED BY Ma.-ioHe Ddland
AGENCY Hi vision of Dccupati nnal ticensi rij_

O-iginal: Legislative Finance PHONE 4bj-<iboo______________
c z :  Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/31)





ALASKA CONSUMER ADVOCACY PROGRAM
P.O. Box 1093 Anchorage, Alaska 99510 272-6355

M a y  2, 1982 

S e n a t o r  B'.ob M u l c a h y
C h a i r m a n  - S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e r
A n d  M e m b e r s  o f  the S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

E n c l o s e d  y o u  w i l l  fi n d  a p a c k e t  of c o n s u m e r  l e t t e r s  a n d  c o p i e s  
o f  two m o t i o n s  f i l e d  b y  A C A P  w i t h  the A l a s k a  P u b l i c  U t i l i t i e s  
C o m m i s s i o n ,  r e l a t e d  to an e x i s t i n g  A P U C  p o l i c y  w h i c h  r e q u i r e s  
i n t e r v e n o r s  p e t i t i o n i n g  to i n t e r v e n e  in A P U C  p r o c e e d i n g s  to 
c o m m i t  to a s s u m i n g  a s h a r e  of h e a r i n g  costs, b e f o r e  i n t e r v e n t i o n  

is g r a n t e d .  T h e  A P U C  is p r o p o s i n g  to a d o p t  a ru l e  on  th i s  issue.

A C A P  w i l l  be  f o r w a r d i n g  a l e t t e r  o f  e x p l a n a t i o n  o f  this i s s u e  
M o n d a y ,  M a y  3, 19 8 2  to y o u  a n d  m e m b e r s  o f  y o u r  c o m m i t t e e ,  b u t  in 
r e s p o n d i n g  to a r e q u e s t  b y  the s p o n s o r  of SB 883, w h i c h  is c u r r e n t l y  
a s s i g n e d  to y o u r  c o m m i t t e e ,  w a n t e d  y o u  to r e c e i v e  b a c k g r o u n d  
i n f o r m a t i o n  as s c o n  as possi" “

A P'.oject of the Alaska Public Interest Researd.yGroup ' A/ ‘ / A ' -
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We are w r i t i n g  to you a b o u t  the a l l o c a t i o n  of A P U C  h e a r i n g  
c o s t s  to A C A P  (U-81-32 o r d e r  ^5, U - 8 1 - 4 8  o r d e r  1). As you 
know, A C A P  i n t e r v e n e d  in the r e r e n t  GV E A  rate case on the b e ­
hal f  of the F a i r b a n k s  C o n s u m e r  A d v i s o r y  C o m m i t t e e  (FCAC). We 
c h o s e  to bec o m e  I n v o l v e d  in the rate h e a r i n g  b e c a u s e  we felt 
that the G V E A •m a n a g e m e n t 's p r o p o s a l s  w e r e  p o o r l y  or i m p r o p e r l y  
c o n s t r u c t e d  and did not r e f l e c t  c u r r e n t  c h a n g e s  in c o s t s  or the 
best I n t e r e s t s  of the G V E A  m e m b e r s h i p .  The i n f o r m a t i o n  that we 
w e r e  able to present, i n c l u d i n g  GVEA m a n a g e m e n t  practice, a 
GVEA m e m b e r s h i p  u s e  and I n t e r s j t  profile, a l l o c a t i o n  of fuel 
costs, and a n  a l t e r n a t i v e  ra t e  design, we b e l i e v e  had a p o s i­
tive and i m p o r t a n t  Imp a c t  on the o u t come of the h e aring. We 
w e r e  f o r t u n a t e  to have the a s s i s t a n c e  and to be a b l e  to d r a w  
u p o n  the r e s o u r c e  of A C A P  in a d d i t i o n  to the mpn:v v o l u n t e e r  
h o u r s  w o r k e d  by o u r  own m e m b e r s h i p .

We b e l i e v e  that a n y  c o n s u m e r  or c o n s u m e r  g r o u p  vino can 
b r i n g  p e r t i n a n t  q u e s t i o n s  and f a c t u a l  d a t a  that m a y  add s i g n i­
f i c a n t l y  to the o v e r a l l  q u a l i t y  and i n f o r m a t i o n  In a A P U C  
h e a r i n g  sh o u l d  be able to d o  so as a n  inter v e n o r .  As a c o m­
m u n i t y  based o r g a n i z a t i o n  we h a v e  be e n  a b l e  go tap m a n y  v o l u n­
teer r e s o u r c e s  w i t h i n  our c o m m u n i t y .  Our w o r k  in the mo s t  r e­
ce n t  GVEA case w o u l d  have b e e n  s e v e r e l y  h a n d i c a p p e d  w i t h o u t  the 
v o l u n t e e r  e f f o r t  and s u p p o r t  of m a n y  people. As su c h  we b e­
lieve that it is p o s s i b l e  f o r  the F C A C  t o  be c a p a b l e  of i n t e r­
v e n i n g  In A P U C  h e a r i n g  w h e n  a p p r o p r i a t e  e v e n  w i t h o u t  the a s ­
si s t a n c e  of A C A P  or a s i m i l a r  agency.

Fui ; h e r m o r e , we b e l i e v e  that the A P U C  has the r e s p o s l b l l i t y  
to m a / i m l z e  c o n s u m e r  and c o n s u m e r  g r o u p  input. C o m m i s s i o n  s t a f f  
be c a u s e  of t h eir c l o s e  u t i l i t y  c o n n e c t i o n s  and r e s p o n s i b i l i t i e s  
ho the C o m m i s s i o n e r s  are an i n a d e q u a t e  v e h i c l e  for s o n s u m e r  
r e p r e s e n t s t 1 o n .

We feel that the a s s e s s m e n t  of h e a r i n g  c o s t s  bo A C A P  in the 
GVEA and ME/9 c a s e s  se t s  a most d a n g e r o u s  pre c e d e n t ,  w h i c h  w^ulri 
in e f f e c t  e l i m i n a t e  or s e v e r e l y  r e s t r i c t  c o n s u m e r  g r o u p  input in 
fu t u r e  A P U C  heari n g s .  W hile we as a v o l u n t e e r  g r o u p  c o uld g e n­
erat e  the s u p p o r t  to p r e s e n t  m a t e r i a l  to the Commis s i o n ,  it would 
be n e a r l y  I m p o s s i b l e  to raise f u n d s  to c o v e r  h e a r i n g  costs. The 
p r o b a b i l i t y  t h a■; w i t h  e a c h  issue ra i s e d  the over all c o s t s  and

To the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n e r s :



"our s h a r e "  of the h e a r i n g  c o s t s  w o u l d  I n c r e a s e  c o u l d  r e s t r i c t  

our a b i l i t y  to r a i s e  i m p o r t a n t  issues.

We u r g e  you to a v o i d  s e t t i n g  this p r e c e d e n t  and to not 

a s s e s s  a n y  h e a r i n g  c o s t s  on ACAP.

Y o u r s  truly,

I ' C  s  ’ '
t .  C A < H

K a r e n  E. Ed d y  
F C A C  C h a i r m a n
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We are w r i t i n g  to y o u  c o n c e r n i n g  the ru l e  c h a n g e s  p r o p o s e d  
in d o c k e t  n u m b e r  U - 7 9 - 8 1 . As you know, the p r o p o s e d  ru l e  ch a n g e  
w o u l d  r e q u i r e  t h a t  a n y  p a r t y  w h o  p e t i t i o n e d  to be c o m e  an l n t e r -
v e n o r  in an. A P U C  h e a r i n g  w o u l d  be r e q u i r e d  tc i n d i c a t e  a w i l l i n g­
nes s  to a s s u m e  a p o r t i o n  of the h e a r i n g  costs.

As a c o m m u n i t y  b a s e d  c o n s u m e r  group, we b e l i e v e  that we 
have and c a n  c o n t i n u e  to give v a l u a b l e  i nput as an i n t e r v e n e r  
in A P U C  h e a r i n g s .  Much of our a b i l i t y  to d o  so is b a s e d  on v o l­
u n t e e r  w o r k  and s u p p o r t  f r o m  our m e m b e r s h i p .  Sh o u l d  the C o m m i s s i o n  
a d o p t  t h i s  r u l e  i b e l i e v e  that it w o u l d  v i r t u a l l y  e l i m i n a t e  c o n­
s u m e r  g r o u p  input as i n t e r v e n o r s  in a n y  A P U C  hearing. W h i l e  we  
c a n  d r a w  u p o n  v o l u n t e e r  r e s o u r c e s  to d e v e l o p  our m a t e r i a l  and 
c o l l e c t  i n f o r m a t i o n ,  it w o u l d  be m o s t  d i f f i c u l t  to r a i s e  f u n d s  
to p a y  for C o m m i s s i o n  h e a r i n g  costs. The p r o b a b i l i t y  that e a c h  
i s sue we rai.se in a h e a r i n g  c o u l d  i n c r e a s e  our "share" of the
c o s t s  w o u l d  be m o s t  c o n s t r a i n i n g .

The u t i l i t i e s  i n v o l v e d  In h e a r i n g s  o b v i o u s l y  c a n n o t  r e p r e­
se n t  an i n d e p e n d e n t  c o n s u m e r  v i e w  in a d d i t i o n  to t h eir own pro- 
D o s a l . C o m m i s s i o n  staff, w i t h  t h e i r  r e s p o s l b i l i t l e s  to the C o m­
m i s s i o n e r s  and c l o s e  w o r k i n g  r e l a t i o n s h i p s  w i t h  u t i l i t y  staff, 
is a l s o  i n c a p a b l e  of a d e q u a t e  c o n s u m e r  r e p r e s e n t a t i o n .  For the 
C o i m w s 3 lon to ha v e  all p e r t i n a n t  I n f o r m a t i o n  on w h i c h  to base a 
d e c i s i o n  b a l a n c i n g  e v e r y o n e ' s  int'e.esfcs, It is I m p o r t a n t  that 
c o n s u m e r s  and c o n s u m e r  g r o u p s  be a b l e  to p a r t i c i p a t e  f u l l y  in 
h e a r i n g s .  The e f f e c t  of this r u l e  w o u l d  be to e l i m i n a t e  that 
p o s s i b i l i t y ,  e x c e p t  as cai lal p u b l i c  w i t n e s s e s .

Wo o p p o s e  this ru l e  c h a n g e  and u r g e  that the C o m m i s s i o n  
h o l d  a pu b l i c  h e a r i n g  on the p r o p o s e d  c h a n g o  so that all i n t e r­
est e d  p a r t i e s  m a y  give t e s t i m o n y  on the p r o p o s e d  change.

T o  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n e r s :

Y ours truly,

i-'lrbanks C o n s u m e r  
A d v i s o r y  C o m m i t t e e
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C a r o l y n  S. Guess, C h a i r m a n
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n
1100 M a c K a y  B u i l d i n g
338 D e n a l i  S t r e e t
A n c h o r a g e ,  A K  99501

D e a r  C h a i r m a n  Guess:

W e  are v e r y  c o n c e r n e d  a b o u t  the d i r e c t i o n  the A P U C  is h e a d e d  in r e l a t i o n  
to p u b l i c  i n t e r e s t .  R e c e n t l y  w e  r e c e i v e d  c o p i e s  of an o r d e r  a s s e s s i n g  
c o s t s  of the M E A  and G V E A  r a t e  h e a r i n g s  to the A l a s k a  C o n s u m e r  A d v o c a c y  
P r o g r a m  ( A C A P ) . W e  have a l s o  r e c e i v e d  a c o p y  o f  the p r o p o s e d  r e g u l a­
tion w h i c h  w o u l d  r e q u i r e  t h a t  an i n t e r v e n o r  m u s t  agree to p a y  a p o r t i o n  
o f  ra t e  h e a r i n g  costs.

T h e  P u b l i c  U t i l i t i e s  R e g u l a t o r y  P o l i c i e s  A c t  (PURPA) g i v e s  the p u b l i c  the 
r i g h t  to i n t e r v e n e  in a r a t e  h e a r i n g .  A s s e s s i n g  the p u b l i c  for p a r t i c i­
pa t i o n  as an i n t e r v e n o r  d e f e a t s  the p u r p o s e  of PURPA, w h i c h  n a m e l y  is to
g i v e  the p u b l i c  a g r e a t e r  o p p o r t u n i t y  to p a r t i c i p a t e .  P u b l i c  p a r t i c i­
pa t i o n  can be e x t r e m e l y  b e n e f i c i a l  for all p a r t i e s  c o n c e r n e d .

’’lh i m a t e l y  the p u b l i c  b e a r s  the c o s t s  of A P U C  hearings, w h e t h e r  t h r o u g h  
_ a x a t i o n  o r  u t i l i t y  rates. H o w e v e r ,  if an i n t e r v e n o r  is a s s e s s e d  the 
g e n e r a l  p u b l i c  m a y  not b e a r  the c o s t  b u t  r a t h e r  a small g r o u p  of c o n­
s u m e r s  c o u l d  u l t i m a t e l y  a s s u m e  the b u r d e n  w h e r e a s  the e n t i r e  g e n e r a l
p u b l i c  m a y  b e n e f i t  from the i n t e r v e n t i o n .

O u r  c o m m i t t e e ,  the M a t - S u  V a l l e y  C o n s u m e r  A d v i s o r y  C o m m i t t e e ,  c o u l d  
s e r v e  as an e x a m p l e  of o u r  point. O u r  c o m m i t t e e  is s t r i c t l y  a v o l u n t e e r  
o r g a n i z a t i o n .  W e  do not r e c e i v e  g o v e r n m e n t a l  funds, nor d o  w e  a s s e s s  
d u e s  or  m e m b e r s h i p  fees. A n y  e x p e n s e s  i n c u r r e d  are a b s o r b e d  by  a small 
g r o u p  of  i n d i v i d u a l s .  If A C A P  had not e x i s t e d  d u r i n g  M E A ' s  la s t  rc»te 
m s e  w e  c o u l d  n o t  h a v e  p a r t i c i p a t e d  to the e x t e n t  w e  d e s i r e d .  If the 
A P U C  w e r e  to a d o p t  the p r o p o s e d  r e g u l a t i o n  o u r  c o m m i t t e e  a l o n e  c o u l d  
n o t  p a r t i c i p a t e  as an i n t e r v e n o r  in a n y  f u t u r e  rate h e a r i n g s .

T o  a d o p t  a b l a n k e t  r e g u l a t i o n  r e q u i r i n g  all i n t e r v c n o r s  to a g r e e  to 
c o s t  a s s e s s m e n t  w o u l d  d e f i n i t e l y  l i m i t  p u b l i c  p a r t i c i p a t i o n .  S u c h  a 
r e g u l a t i o n  w o u l d  d i s c r i m i n a t e  a g a i n s t  a l a r g e  s e g m e n t  of the p u b l i c  
s i n c e  o n l y  t h ose w h o  have \ le f i n a n c i a l  r e s o u r c e s  to a b s o r b  the cost, 
the a m o u n t  of w h i c h  c a n n o t  be p r e d e t e r m i n e d ,  w o u l d  be able to a p p l y  
the r i g h t s  g r a n t e d  the p u b l i c  t h r o u g h  a d o p t i o n  o f  PURPA. If the A P U C  
c h o o s e s  to a l l o c a t e  h e a r i n g  c o s t s  to p u b l i c  i n t e r v c n o r s  p o s s i b l y  
j u d i c i a l  p r o c e e d i n g s  will b e  the o n l y  a v e n u e  l e f t  op e n  to the p o t e n t i a l  
p u b i c  i n t e r v e n o r .

W e  s t r o n g l y  ur g e  the C o m m i s s i o n  to r e c o n s i d e r  its p o s i t i o n  r e g a r d i n g  
a s s e s s i n g  h e a r i n g  costs to p u b l i c  i n t e r v c n o r s .

S i n c e r e l y ,

S a n d r a  L. B o w e r s

cc: C o m m i s s i o n e r s  W e a t h e r l y ,  K n o w l e s ,  Hall and S n o w d e n

R e p r e s e n t a t i v e  Pat C a r n e y
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APRIL  2 2 ,  19B2 
BOX 2069
KOD'AK, AK. 99615

APUC
1100 MACKAY BLD6 ,
558 DENALI STREET  
ANCHORAGE, AK. 99501 APR ZGJfflCD-
DEAR COMMISSI ONERS:

I AM THE CHAIRMAN OF THE CONSUMER ADVOCACY COMMITTEE HERE 
AND AM WRITING FOR A L L  OUR MEMBERS OF THE COMMITTEE.

IN KODIAK

WE ARE AGAINST ANY AND ALL COSTS BEING ASSESSED ACAP FOR BEING AN 
INTERVENOR Ohi "BEHALF OF WE THE CONSUMERS WHEN APUC IS  ASKED TO HOLD 
A PUBLIC HEARING ANYWHERE- IN THE STATE OF ALASKA WHEN SOME U T I L I T Y  
IS TRYING TO R IP  US OFF AND NOT GIVE ADEQUATE S E R V I C E .  WE ARE ALSO 
AGAINST ANY OTHER CONSUMER INTEREST INTERVEN0R3 REING ASSESSED COST? 
OUR STATE PAYS YOU PEOPLE HIGH SA LA RIES  TO 00 THIS AND YOU COULD CU* 
DOWN ON SOME O FF ICE  HELP IN YOUR BUDGET AND ALLOW THOSE MONIES TO GC 
FOR PREPARATION OF TRANSCRIPTS AS WELL AS TRAVEL FOR COMMISSIONERS 
AND S T A F F .  WE KNOW WHAT HIGH SA LA RIES t h e  ATTORNEYS ON THE APUC GF' 
SO YOU COULD PAY SOME COSTS YOURSELVES OR TAKE A CUT IN PAY AND PUT 
THE OTHER MONIES IN A TRAVEL FUND AMD PUBLIC HEARING FUND. WE KNOW 
THE STATE GIVES YOU A GOOD S IZ E D  BUDGET SO A CUT IN PAY WOULD BE IN 
ORDER.

WE WANT SENATE B I L L  885 ; SECTION 1. AS l|.2.05.651 TO BE PASSED AS WE 
F E E L  THIS IS YOUR R E S P O N S IB IL IT Y  AND NO ONE E L S E S .

OUR CAC GROUP IN KODIAK WERE VERY THANKFUL FOR THE ACAP PEOPLE FOR 
THEIR HELP WITH US IN THE GLACIER STATE TELEPHONE COMPANY’ S RATE 
INCREASES AND WE PLAN TO USE THEM AGAIN AS WE HEARD KODIAK E L E C T R IC  
A S SO C IA T IO N .IS  GOING TO ASK FOP A RATE INCREASE PRETTY SOON,T THE 

£ACAP PEOPLE; DO A' THOROUGH JOB ON INVESTIGATING TH.INGS WHERE^ITHEa APUC 
KIND OF SLOUGHS US OFF.

AGAIN WE ARE AGAINST ANY MONIES BEING ASSESSED THE ACAP ROAPD AND 
ARE LETTING OUR SENATOR KNOW TOO.

THANK YOU FOR YOUR CONSIDERATION IN THIS  MATTER.

S I N C E R E L Y ,

CHAIRMAN KODIAK 
CAC



Ms. K a y  P a d d o n  

B o x  4 1 1 4 3

Ai.chorage, A l a s k a  9 9 5 0 9

Mr. J o h n  F a r l e i g h

E x e c u t i v e  D i r e c t o r

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

1 1 0 0  M a c K a y  B u i l d i n g

3 3 8  D e n a l i  S t r e e t

A n c h o r a g e ,  A l a s k a  9 9 5 0 1

A p r i l  23, 1982

D e a r  Mr. F a r l e i g h :

I a m  K a y  P a d d o n ,  C h a i r m a n  o f  t h e  A n c h o r a g e  C o n s u m e r  A d v i s o r y  C o m m i t t e e ,  

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

o f  t h i s  g r o u p  t o  e x p r e s s  m y  c o n c e r n  r e g u a r d i n g  t h i s  p r o p o s e d  rule. If 

s u c h  a r u l i n g  i s  to  b e  r a t i f i e d  i t  v/ould w o r k  a h a r d s h i p  on  t h e  A C A P  

a n d  a l l  c o n s u m e r  m e m b e r s  o f  t he p u b l i c  w h o  a p p e a r  to  t e s t i f y  at U t i l i t y  

H e a r i n g s  i n  d e f e n s e  o f  t h e i r  r i g h t s .  I c a n n o t  b u t  s e e  t h i s  a s  a m o v e  

b y  t h e  C o m m i s s i o n  to  e x c l u d e  t h e  p u b l i c  a n d  i n d i v i d u a l  t e s ' i m o n y  f r o m  

a l l  h e a r i n g s .

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

H e a d i n g  is u s e f u l  to the C o m m i s s i o n  in  t h e i r  d e l i b e r a t i o n  on  c a r e s  n o w  

o r  i n  the f u t u r e .  S i n c e  c o n s u m e r s  a r e  t h e  r e a s o n  f o r  t h e  e x i s t e n c e  o f  a 

S t a t e  f u n d e d  C o m m i s s i o n  b e f o r e  t h e i r  v o i c e s  c a n  b e  h e a r d .  O n  the b a s i s  

o f  o n e  s i d e d  t e s t i m o n y — t h a t  o f  t h e  u t i l i t y  c o m p a n y — i t  is h a r d  to  s ee 

h o w  a n y  i m p a r t i a l  judgement- c an b e  m a d e  o r  t h e  e n d s  o f  j u s t i c e  s e rved.

If  t h e  A P U C  i s  t h u s  p r e d i s p o s e d  i n  f a v o r  o f  t he U t i l i t y  C o m p a n i e s  it 

w o u l d  b e  i n t e r e s t i n g  to  k n o w  w h a t  t he w o r d  " P u b l i c "  in  i t s  t i t l e  m i g h t  

s i g n i f y .  " P u b l i c " ,  a c c o r d i n g  to  m y  d i c t i o n a r y ,  is  "of, b e l o n g i n g  to o r  

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

r u l e  is  incorrect,. I w o u l d  w e l c o m e  c l a r i f i c a t i o n  f r o m  y o u  a n d  s o m e  

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

A s  c h a i r m a n  o f  t h e  A l a s k a  C o n s u m e r  A d v i s o r y  C o m m i t t e e ,  I r e q u e s t  a  f u l l  

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

Re: P r o p o s e d  R u l e  to  R e q u i r e  C o n s u m e r s

A g r e e  to  A c c e p t  H e a r i n g  C o s t s  B e f o r e  

H e a r i n g s

K a y  P a d d o n



R E C E I V E D
A.P.U.C.

«  H A 17 Pl l  ’ 82
S T A T E  O F  A L A S K A

T H E  A L A S K A  P U B L I C  U T I L I T Y  C O M M I S S I O N

B e f o r e  C o m m i s s i o n e r s : C a r o l y n  S. G u e s s ,  C h a i r m a n  

M a r v i n  R. W e a t h e r l y  

S u s a n  M. K n o w l e s  

S t u a r t  C. H a l l  

D i a n a  E. S n o w d e n

In t h e  M a t t e r  o f  C o r r e c t i v e  

T e c h n i c a l  a n d  M i s c e l l a n e o u s  

C h a n g e s .

U - 7 9 - 8 1

S T A T E M E N T  O F  V I E W S  A N D  R E Q U E S T  F O R  H E A R I N G

O n  M a r c h  31, 1 9 8 2 ,  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  ( C o m m i s s i o n )  

n o t i c e d  a d d i t i o n a l  p r o p o s e d  c h a n g e s  to  i t s  r e g u l a t i o n s  in t h e  a b o v e  d o c k e t  

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

r e g u l a t i o n s .

A m o n g  t h o s e  a d d i t i o n a l  p r o p o s e d  c h a n g e s ,  is  l i s t e d  an a d d i t i o n  t o

t h e  I n t e r v e n t i o n  s e c t i o n ,  3 A A C  4 8 . 1 1 0 ( b ) ( 8 ) ,  w h i c h  w o u l d  r e q u i r e  t h a t  a

p e t i t i o n  to i n t e r v e n e  i n  C o m m i s s i o n  p r o c e e d i n g s  m u s t  s t a t e  in t h e  p e t i t i o n :

T h e  w i l l i n g n e s s  of  th e  p e t i t i o n e r  to c.ccept a n  e q u i t a b l e  

p o r t i o n  o f  t he c o s t s  a l l o c a b l e  u n d e r  7 S  4 2 . 0 5 . 6 5 1  o r  

A S  4 2 . 0 6 . 7 1 0  a n d  3 A A C  4 8 . 1 5 7 .

T h e  C o m m i s s i o n ' s  n o t i c e  a c c o m p a n y i n g  t h i s  p r o p o s e d  r u l e  c h a n g e  s t a t e s

. . . t h e  C o m m i s s i o n  h a s  n o  p r e s e n t  p l a n s  to h o l d  an a d d i t i o n a l *  

p u b l i c  h e a r i n g  o n  t h i s  s u b j e c t  p r i o r  to  c o n s i d e r a t i o n  o f  the 

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

p u b l i c  i n t e r e s t  w a r r a n t s .

T h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n ,  u p o n  i ts o w n  m o t i o n  

o r  a t  t he i n s t a n c e  o f  a n y  i n t e r e s t e d  p e r s o n ,  m a y  a d o p t  the 

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

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

o n  them.

* A C A P  r e c o g n i z e s  t h a t  p u b l i c  h e a r i n g s  h a v e  b e e n  h e r d  in  t h i s  d o c k e t  

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

T h e  A l a s k a  C o n s u m e r  A d v o c a c y  P r o g r a m  (ACAP) o b j e c t s  to th e  p r o p o s e d  

c h a n g e  t o  t he I n t e r v e n t i o n  s e c t i o n  o f  t he r e g u l a t i o n s ,  b e l i e v i n g  t h a t  a

r

t h at:

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



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

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

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

A C A P  b e l i e v e s ,  a f t e r  a p r e l i m i n a r y  s u r v e y  o f  C o n s u m e r  A d v i s o r y  

C o m m i t t e e  m e m b e r s  a r o u n d  t h e  S t a t e  a n d  in A n c h o r a g e ,  t h a t  t h e  a d o p t i o n  of  

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

d e c i s i o n s  t o  i n t e r v e n e  i n  u t i l i t y  c a s e s — a n d  t h u s  on  c o n s u m e r  a c c e s s  t o  

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

A f t e r  o n l y  a c u r s o r y  i n v e s t i g a t i o n  o f  c a s e  l a w  a n d  P u b l i c  U t i l i t i e s  

C o m m i s s i o n  p r a c t i c e  in t h e  r e s t  o f  t h e  U n i t e d  S t a t e s ,  A C A P  h a s  l e a r n e d  

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

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

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

A C A P  b e l i e v e s  t h i s  p r o p o s e d  r u l e  is o f  s u c h  s i g n i f i c a n t  m o m e n t  to 

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

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

to a d o p t i o n  o f  t h e  p r o p o s e d  r u l e .  A C A P  a l s o  b e l i e v e s  t h a t  t h i s  i s s u e  r i s e s  

t o  th e  l e v e l  o f  a s e r i o u s  p u b l i c  p o l i c y  q u e s t i o n  a n d  u r g e s  t he C o m m i s s i o n  

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

A C A P  r e c o g n i s e s  t h e  C o m m i s s i o n ' s  s t a t u t o r y  a u t h o r i t y  to a l l o c a t e  

h e a r i n g s  c o s t s  u n d e r  A S  4 2 . 0 5 . 6 5 1 .  W e  f u r t h e r  r e c o g n i z e  t h a t  p h r a s e s  in  

t h a t  s t a t u t e  s u c h  a s  " j u s t  u n d e r  t h e  c i r c u m s t a n c e s " ,  " a b i l i t y  to p a y " ,  

a n d  " m i t i g a t i n g  c i r c u m s t a n c e s "  a l l  g i v e  t h e  C o m m i s s i o n  d i s c r e t i o n  in 

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

i n t e r v e n o r s  o n c e  a p r o  s e e d i n g  is o v e r . H o w e v e r ,  t h a t  is p r e c i s e l y  A C A P ' s  

o b j e c t i o n  t o  t h i s  n e w  p r o p o s e d  c h a n g e .  U p  f r o n t ,  a t  the b e g i n n i n g  o f  a 

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

lias to  c o m m i t  b l i n d l y  to a s h a r e  o f  u n d e t e r m i n e d  c o s t s  a n d  r e l y  on  a ny 

f u t u r e - c o n s t i t u t e d  C o m m i s s i o n ' s  d i s c r e t i o n  " a f t e r  c o m p l e t i o n  o f  a h e a r i n g  

o r  i n v e s t i g a t i o n "  (AS 4 2 . 0 5 . 6 5 1 ) ,  s o  l o n g  as  t h i s  r u l e  m i g h t  b e  in  e f f e c t .



A C A P ,  l a s t  o f  all, b e l i e v e s  t h a t  t h e  b r o a d  d i s c r e t i o n  g r a n t e d  u n d e r  

t h e  C o m m i s s i o n ' s  s t a t u t o r y  a u t h o r i t y  to  a l l o c a t e  c o s t s  c o u l d  o p e r a t e  to 

a 1 o w  a d o p t i o n  o f  a r e g u l a t i o n  a m e n d m e n t  c l e a r l y  s t a t i n g  t h a t  i n d i v i d u a l  

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

A C A P  t h e r e f o r e  i n  s u m m a r y :

1. R e g i s t e r s  i t s  o b j e c t i o n  to t h i s  p r o p o s e d  a d d i t i o n  to 

C o m m i s s i o n ' s  r e g u l a t i o n s  a t  3 A A C  4 8 . 1 1 0 ( b ) ( 8 ) ;  and,

2. R e q u e s t s  s e p a r a t e  n o t i c e  o f  a n d  h e a r i n g  u p o n  t h i s  p r o p o s e d  

r u l e  c h a n g e .

r

D A T E D  t h i s  2 2 n d  d a y  of  A p r i l ,  198 2

R e s p e c t i v e l y  s u b m i t t e d :

S & n d r a  L. R i c h a r d s  

D i r e c t o r

A L A S K A  C O N S U M E R  A D V O C A C Y  P R O G R A M

P a g e  3
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STATE OF ALASKA

THE ALASKA PUBLIC U T I L I T I E S  COMMISSION

Before Commissioners: Carolyn S. Guess, Chairman 

Marvin R. Weatherly 

Susan M. Knowles 

Stuart C. Hall 

Diana E. Snowden

In the Matter of filing of a )

Tariff Revision, Designated as )

TA28-13, by GOLDEN VALLEY ELECTRIC ) 

ASSOCIATION, INC., for and ))
)

U-81-48

Rate Redesign

In the Matter of the Filing of a 

Tariff Revision, Designated as 

TA22-18, by MATANUSKA ELECTRIC
)
) U-81-32

ASSOCIATION, INC., for an 

Interim and Permanent Rate 

Increase and Rate Redesing )

MOTION TO ENLARGE TIME

Or March 12, 1982 the Alaska Consumer Advocacy Program (ACAP) 

filed a Petition for Reconsideration of Order No. 5 in Docket U-81-32 

and Order No. 11 in Docket U-81-48, in which the Commission allocated

proceedings." (Page 2, U-81-32 (6); U-81-48(12).

The Commission also stayed payment of hearing costs by ACAP, pending 

completion of its reconsideration of the issues in this proceeding.

Reconsideration of Orders Allocating Costs to Intervenor Alaska 

Consumer Advocacy Program", the Commission further established a 

briefing schedule calling for a supplemental brief by ACAP due not 

later than 4:00 pm, April 9, 1982. The Commission further established 

April 20 and 30, 1982 as due dates for supplemental argument by MEA, 

GVEA or staff and a final reply brief by ACAP, respectively. The 

Commission further ordered May 6, 1982, as the date for public hearing 

on the issue of allocated costs.

hearing costs to ACAP of $818.15 and $5,134.81, respectively. In its 

petition, ACAP requested a hearing pursuant AS 4.05.651, in add­

ition to requesting reconsideration of allocated costs.

On March 24, 1982, the Alaska Public Utilities Commission (the 

Commission) granted a hearing:

"In view of the public policy questions raised 

in ACAP ' s petition...

and, "...the Commission believes that it would 

be in the public interest for a public hearing 

to consider the allocation of costs in these



On April 2, 1982, the Commission, in its Order No. 11, U-81-52, 

established May 5 and 6, 1982 as the date for public hearings for the 

Chugach Electric Association (Chugach) request for an Interim and 

Permanent Rate Increase, as well as establishing a May 10, 1982,

beginning date for presentation of direct cases regarding the Chugach

permanent rate increase request. (It is ACAP's understanding that 8

days have been calendared by the Commission for the Chugach rate case,

taking us to May 18, 1982.) ACAP as an intervenor in U-81-52 bears the 

responsibility of thorough preparation for those hearings scheduled 

in that docket.

However, ACAP also believes the Hearing Cost Allocation issue 

is a serious public policy question with potentially devasting effects 

on future consumer decisions to intervene in Commission utility decision­

making proceedings. As a foundation issue to consumer participation, it 

requires full and precise review and briefing by all parties.

A coincident hearing schedule for both the Hearing Cost Allocation 

issue and the C'M'gach rate case inflicts a burdensome and conflicting 

work load and schedule on out consumer office. (It is now ACAP's 

understanding that the Commission also has a schedule conflict with the 

May 6 hearing date, pursuant to telephone conversation with Virginia Rusch,

Esq., APUC staff counsel.) r

In addition ACAP notes with serious concern and objection that, since

filing our ''Request for Hearing and Petition for Reconsideration of Orders

Allocating Costs to Intervenor Alaska Consumer Advocacy Program (ACAP) on

March 12, 1982, the Commission has on March 31, 1982, noticed ip its

"Additional Proposed Changes in the Regulations of the Alaska Public

Utilities Commission" an addition to 3 AAC 48.110, entitled Inlervention,

which would require that a petitioner for intervention'must state:

" (b) (8) the willingness of the petitioner to accept an 

equitable portion of the costs allocable under AS 42.05.651 

or AS 42.06.710 and 3 ACC 48.157.".

The Supreme Courts of some states have begun ruling in favor of awarding

costs of intervention'consumer or public interest intervenors in a

trend opposite this proposed regulation. (Consumer hobby Against Monopolies

v. PUC, 25 Cal 3d 891 (1980).) The notice accompanying this proposed

change does not announce or contemplate a public hearing; invites comment

through May 1, 1982; and , further announces that:

"The Alaska Public Utilities Commission, upon its own 

motion or at the instance of any interested person, may 

adopt the proposals as permanent regulations substantially 

as described above without further notice or may decide 

to take no action on them."

While ACAP has a specific interest in seeing hearing costs for U-81-48 

and U-dl-32 either reduced or eliminated from the final orders in those 

proceedings, ACAP also has a deep concern that the rules and regulations 

of the Commission do not operate to in anyway foreclose consumer input 

to its decisions.

Page 2 of 3
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|Accordingly, ACAP respectfully moves tlie Commission to re-set the hearing 

jdate for the Hearing Cost Allocation issue to some date convenient 

jto the Commission, beginning with the week of May 24, 1982, and;

VPJT.. I

I

jACAP further moves the Commission to adopt an ammended briefing schedule

lappropriate to that later nearing date, and;

ACAP further moves the Commission to consider delaying adoption of the 

proposed change in its regulations to 3 AAC 48.110 (b) and consolidating 

I the issues of costs specifically allocated to ACAP in U-81-48 and U-81-32(I on
L
with consideration of the adoption of proposed paragraph (8) to be added 

to 3 AAC 48.110 (b), or, in the alternative, that the Commission delay 

adoption of the proposed change in Intervenor regulation, pending the 

results of the hearing on costs allocated to ACAP in U-81-48 and U-81-32.

DATED this 9th day of April, 1982.

ALASKA CONSUMER ADVOCACY PROGRAM

Sandra L. Richards 

Director

I
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§ 42.05.651 A l a s k a  S t a t u t e s § 42.05.691
Am Jur. references. — 18 Am. Jur., 

Electricity. § 34; 43 Am. Jur., Public 
Utilities and Services, §§ 194, 195, 205.

Sec. 42.05.651. Expenses o f  investigation o r  hearing . A fte r 
completion o f a hearing o r investigation held under this chapter, the 
commission sha ll a llocate the costs o f  the hearing o r investigation 
among the parties, including the commission, as is ju s t under the 
circumstances. In  allocating costs, the commission may consider the 
resu lts , ab ility to pay, evidence o f  good faith , o ther re levan t fac to rs and 
m itigating circumstances. The costs allocated may include the costs o f 
any time devoted to the investigation o r hearing by hired consultants, 
whether o r not the consultants appear as witnesses o r participants. The 
costs allocated may a lso include any out-of-pocket expenses incurred by 
the commission in the pa rticu la r proceeding. The commission shall 
provide an opportunity fo r  any person objecting to an allocation to be 
heard be fore the allocation becomes fina l. (§ 6 ch 113 SLA  1970)

Sec. 42.05.661. A pp lica tion  fees. W ith each application re la ting  to a 
certificate the applicant shall pay the commission a fee o f $50 which shall 
be deposited in the genera l fund o f the state. (§ 6 ch 113 SLA  1970)

Sec. 42.05.671. P u b lic  d isc losu re o f  in fo rm a tio n . Facts and 
inform ation in the possession o f the commission are public, and reports , 
files, books, accounts and papers o f every nature in its possession except 
records which by regu lation are designated to be o f  a nonpublic o r 
privileged nature are open to public inspection at reasonable times. 
However, a person may make w ritten objections to the public disclosure 
o f in form ation contained in an application, report o r document filed 
under the provisions o f this chapter or o f in form ation obtained by the 
commission under the provisions o f this chapter, stating the grounds fo r  
the objection. When an objection is made, the commission shall o rder the 
in form ation w ithheld from  public disclosure i f  the in form ation would 
adversely a ffe c t the interest o f  that person and is not required in the 
interest o f the public. (§ 6 ch 113 SLA  1970)

Sec. -12.05.681. V a lid ity  o f  ce rta in  certificates. No certificate issued 
before Ju ly  29 ,1 9 68 , to a public utility fo r  the generation, transm ission, 
o r distribution o f electric energy and power, o r fo r  the fu rn ish ing o f 
telecommunications may be considered as term inated, o r voided, fo r  the 
sole reason that the utility did not o r would not produce an annual g ross 
income in excess o f  $25,000. (§ 6 ch 113 SLA 1970)

Sec. 42.05.691. U tility  classes. The commission may by regu lation 
provide fo r the classification o f public utilities based upon differences in 
annual revenue, assets, nature o f ownership and other appropriate 
distinctions and as between these classifications, by regulation, provide 
fo r  d iffe ren t reporting , accounting and other regu la to ry  requirements. 
(§ 6 ch 113 SLA  1970)
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E X A M P L E  FOR FIGU R I N G  FV7W S A L A R Y ;

W e e k  1 - 115 hours w o r k e d  and $750 bonus.

W e e k  2 - 120 hours w o r k e d  and $875 bonus.

W e e k l y  guarantee - $290 / w e e k  (hourly minimum - $5.80)
Hi

W E E K  1

$290 (guarantee) plus $750 (bonus) = $1040 divided by li5 hours = $9.04 hourly rate 

115 hours w o r k e d  minus 40 (regular hours in a workweek) = 75 (overtime hours)

75 divided by 2 = 37.5 (extra hours paid) + 115 hours worked =• 152.5 payable hours. 

152.5 (payable hours) X $9.04 = $1376.60 TOTAL F O R  FIRST WEEK.

W E E K  2

$290 (guarantee) plus $875 (bonus) = $1165 divided by 120 hours = $9.71 hourly rate 

120 hours w o r k e d  minus 40 (regular hours in a workweek) = 80 (overtime hours)

80 divided by 2 = 40 (extra hours paid) -i 120 hours worked = 160 payable hours.

160 (payable hours) X S9.71 = $1553.60 TOTAL F O R  SECOND WEEK

T O T A L  PAYCHECK FOP. T WO W E E K S  WORKED ON THE NORTH SLOPE WOULD BE $2932.20 —  > A

NOTE: HOURLY RATE CAN BE HIGHER THAN BUT NEVER LOWER THAN HIS $5.80 M I N I M U M .

IN OTHER WORDS, IF HIS HOURS WORKED E Q U ALED LESS THAN 40, HIS HOURLY

RATE W O U L D  FA L L  NO LOWER THAN $5.60.

AD D I T I O N A L  INCOME

$500 per month isolated location (approx)

900 per month Alaskan Allowance 

$1400 TOTAL divided by 2 = $700

T W O - W E E K  PAYCHECK FOR NO R T H  SLOPE - $2932.20 

T W O - W E E K  ADDITIONAL INCOME -. 700.00

$3632.20



t

5. N o t  a l l o w i n g  t h e  F W W  p l a n  to b e  u s e d  i n c r e a s e s  t h e  c o s t  

of s e r v i c e s  to m a n y  i n d u s t r i e s  i n c l u d i n g  t h e  cil i n d u s t r y  in t h i s  

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

w i l l  n o t  r e s u l t  in  i n c r e a s e d  p a y  for t h e  w o r k e r .  For e x a m p l e ,  if 

an o i l  c o m p a n y  w i s h e s  t o  h a v e  s e r v i c e  p e r f o r m e d  a t  a rig i n  the 

B e a u f o r t  Sea a n d  the e m p l o y e e s  a r e  c a l l e d  o u t  to d o  a c e r t a i n  j o b  

no o n e  k n o w s  e x a c t l y  h o w  l o n g  it is g o i n g  t o  t a ke. If the oil 

s e r v i c e  c o m p a n y  h a s  to c h a r g e  t h e  c u s t o m e r  m o r e  t o  pay s t a n d b y  

time to the e m p l o y e e ,  t h e n  the o i l  c o m p a n y  w i l l  h a v e  to p a s s  t h a t

•v*
i n c r e a s e  o n t o  t h e  c u s t o m e r  at t h e  gas p u m p t  U n d e r  the F W W  plan, 

s e r v i c e  c o m p a n i e s  r o u t i n e l y  a l l o w  u p  t o  9 6 h o u r s  free s t a n d b y  

time if t h e i r  e m p l o y e e s  h a v e  to w a i t  o u t  at  the j o b  site. W i t h o u t  

the F W W  p lan, s u c h  free ti m e  w o u l d  be c u t  to c n l y  12 or 24 hours. 

The e m p l o y e e s  w h o  go o u t  to an o i l  r i g  a n d  fir.i t h e m s e l v e s  w i t h  

an u n e x p e c t e d  d e l a y  u n d e r  the F W W  p l a n  a r e  paid u p  to 22 h o u r s  a 

day e v e n  t h o u g h  t h e y  m a y  b e  s l e e p i n g  o r  o f f  duty. W i t h o u t  the 

FWW p l a n  th e y  w o u l d  s i m p l y  be p a i d  t h e i r  s t r a i g h t  8 h o urs a d a y  

and n o t  p a i d  for s l e e p i n g  or o f f  d u t y  time.

6. 29 U . S . C .  § 203 (Fair L a b o r  S t a n d a r d s  Ac t )  in F e d e r a l

law a l l o w s  the f l e x i b l e  w o r k  w e e k  and b e l o w  p a y m e n t  olans. U n d e r  

r.. 63 of 29 U . S . C .  § 207 n u m e r o u s  c a s e s  a n d  e x a m p l e s  are g i v e n .

- 2 -



A R G U M E N T S

S e c t i o n  ( d ) (1) of 8 A A C  1 5 . 1 0 0  s h o u l d  be  a n n u l l e d  in o r d e r  

to a l l o w  t h e  u s e  o f  a f l e x i t i m e  w o r k  s c h e d u l e  in A l a s k a  for t h e  

f o l l o w i n g  r e a s o n s :

1. T h i s  w i l l  b r i n g  A l a s k a  l a w  i n t o  c o n f o r m a n c e  w i t h  the 

F e d e r a l  Law. 29 C.F.R. 7 7 8 . 1 1 4  a l l o w s  t h e  f l u c t u a t i n g  w o r k  w e e k  

p a y m e n t  m e t h o d  to be u s e d  as l o n g  as it d o e s  n o t  r e s u l t  in p a y i n g  

less t h a n  the m i n i m u m  w a g e  t o  a n y  e m p l o y e e .

2. B y  a l l o w i n g  e m p l o y e e s  t o  h a v e  a c e r t a i n  g u a r a n t e e d
L

a m o u n t  of p a y  e a c h  month, it w i l l  m a k e  it e a s i e r  for t h e  e m p l o y e e s  

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

for h o u s e  loans, c a r  l o a n s  a n d  l o a n s  f o r  o t h e r  i tems w h i c h  r e q u i r e  

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

3. T h e  f l u c t u a t i n g  w o r k  w e e k  (FWW) a v o i d s  h a v i n g  an e m p l o y e e  

face t h e  p o s s i b i l i t y  of v a r y i n g  i n c o m e  a n d  the d i f f i c u l t i e s  in 

b u d g e t i n g  his o w n  i n c o m e  a n d  e x p e n s e s .

4. For t h o ^ e  e m p l o y e e s  w h o  w o r k  a o n e  w e e k  on o n e  w e e k  off 

or s i m i l a r  s c h e d u l e ,  the F W W  p l a n  a s s u r e s  h i m  that h e  w i l l  be 

paid a c e r t a i n  a m o u n t  o f  d o l l a r s  in t h e  e v e n t  he is s i c k  for a 

w e e k  a n d  n o t  c o v e r e d  by w o r k m e r 1s c o m p e n s a t i o n .  O t h e r w i s e  the 

e m p l o y e e  m i g h t  be  o n  R£R o n e  w e ek, g e t  s i c k  d u r i n g  h i s  normal 

w o r k  w e e k ,  be o n  R & R  the n e x t  w e e k  a n d  be f a c e d  w i t h  a t h ree w e e k  

p e r i o d  z e r o  i n c o m e  if he is n o t  o n  t h e  F W W  plan.
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Flex-time law assures 3-day weekends
by Susan Andrews
Times Writer

The state’s new flexible work 
week law promises dreamy three- 
day weekends for employees but 
nightmares for personrel managers 
who have to juggle the schedules.

The law, signed by Gov. Jay 
Hammond last week, allows em­
ployees to Wv rk up 10 hours a day, . 
four days a n  ek without overtime *’ 
pay. Any hours worked over 10 hours 
a day or 40 hours a week would re­
quire overtime.

The voluntary agreements be­
tween employees and employers 
must be filed with the state Depart-' 
ment of Labor, which , must then 
issue a certificate. /

At least two additional state em­
ployees will be needed to handle the 
paperwork, according to Depart- . 
ment of Labor estimates. ’

Until the new law was passed, the 
state required overtime pay for any 
time ov«r eight hours in a single day. 
Federal law requires overline pay 
for any time over 40 hours in a week , 
but doesn’t limit the number of hours ; 
that can be worked In one day, ac- * 
cording tn Dale Cheek of the state 
Department ot Labor.

The new law takes effect Aug. 10. ’ 
In the meantime, the Department of . 
Lubor must draft regulatioru, a pro­
cess that requires public hearings,, > 
and that could take six. months, 
Check said." ... y '. V;

That means It will be at least No­
vember before anyone can’make ap-

.  ̂sM '•»'. V*' -
I I 1

plication to the state for a flexible 
work plan certificate.

The new law, co-sponsored by 
Reps. Sam CoL'en, D-Eagle River, 
and Joe Hayes, R-Anchorage, was 
introduced at the request of the ait- 
line industry. The seafood industry 
and banks also had requested it, ac­
cording to Cotten’s office.

The law is aimed at the private 
sector, either through voluntaiy 
agreements or collective bargaining 
agreements. •.., t

The Alaska Railroad tried the

ited such plans here and the airline 
employees asked for the change in 
the lav. It may mean Western will 
have to hire extra people to provide 

" seven-day-a-week coverage, he, said.
Retail clerks would like a flexible 

work arrangement, said Larry Buch- 
holz, business agent for the clerks 
union.

But for most retail clerks, the 
shortened work week wouldn't mean 
three days off In a row. “ We're still 

■ trying to get two consecutive days 
off," Buchholz said.

four-day, 10-hours-a-day work week i ' "  Construction workers probably 
for five months but has decided to • ’wouldn’t want that arrangement, 
drop the plan. There were com-, however, he said, because of their

Elaints that service was faltering on' short work season. They want all the 
londays and Fridays whet; crows' overtime they can get. * ", 

were at half strength. The plru af- ’ Bell, Stevens, personnel manager 
fected 200 shop and rallrw j yard,-'," for Nordstrom, and Becky Boyer, . 
employees in Anchorage. . '(*,& v.'V personnel manager for Welch’s and 1 

Murray, Bradley and Lockey, an '/ Snooty Fox. both said four 10-hour 
advertising firm here, experimented . days would offer advantages for i 
with a four-day work week eight or >• businesses because they would liave | 
nine years ago but It tasted onlyslx a continuous staff into the evening 
months.", ; . ■  * 7 •„ (p -  • '•* hours. But it could work a hardship

Partner Ron Bradley, said ’ the on some employees, 
firm at that time had a small staff *-»- •> "That's a long time to be on your 
and simply closed the office on Moo-.'  feet," Miss Stevens said, 
days. The plan might work now, h e I t  would present some new prol>- 
safd, with a staff xiuU’a large enough lems to work out, too, she pointed 
to have two shifts, with some people *’ cut, such as how many breaks and 
off on Fridays and others on Moo-V how long the lunch hours would be. 
days.';" 7 , . * I ,.i.~7* The plan hasn't been proposed at
, Guy Russo'of Western Airlines " the Anchorage store, 
said the company’s union’ contract 7 ’;;,. The U.S. Environmental Protec- 
providcs for flexible work pi ns and lion Agency In Anchorage has been- 
those have been In effect in Tallfop- working under a variation of flexible 
nia. Alaska law up to now has prohib- ’ time for about six months.

Jim Sweeney, director of the An­
chorage operations office, said the

Klan is great for most employees but 
ard for supervisors, who have no 

one to replace them on their day off.

The EPA  staff works mostly nine- 
hour days, with a three-day weekend 
every other week. They choose 
either Friday or Monday as their 
extra day off.

Ray Morris, who’s in charge of oil 
spill cleanup operations for the EPA, 
finds less traffic and it’s easier to 
find a parking place when you c^me 
in earlier in the morning.

F.arl Kari, the EPA ’s authorized 
officer at federal gas line inspector's 
office- in the Fifth Avenue Building, 
is the only one in his office working 
the flexible schedule.



Register 7 6 , January 1981 L A B O R 8 A A C  1 5 .0 5 0
8 A A C  1 5 .1 2 0

8 A A C  1 5 .0 5 0 . D E D U C T IO N S  F R O M  A N  
E M P L O Y E E ’ S W A G E S . R epea led . (1 2 /9 /7 8 ,  
R eg. 6 8 )

8 A A C  1 5 .0 6 0 . P L A C E  O F  E M P L O Y M E N T  
F O R  P U R P O S E S  O F  R E C O R D  K E E P IN G .
R epea led . ( 1 2 /9 /7 8 ,  R eg. 6 8 )

8 A A C  1 5 .0 7 0 . D E F IN IT IO N S  O F  
M IS C E L L A N E O U S  T E R M S  U SED  IN A S  
2 3 .1 0 .0 5 0  -  2 3 .1 0 .1 5 0 . R ep ea led . ( 1 2 /9 /7 8 ,  
Reg. 6 8 )

A R T IC L E  2 .
M IN IM U M  W A G E S  A N D  O V E R T IM E

S ection
100. P aym en t f o r  o v e r t 'm e  
105. M in im u m  w age

8 A A C  1 5 .1 0 0 . P A Y M E N T  F O R  O V E R T IM E .
(a ) A n  e m p lo y e e ’ s regular rate is the basis fo r  
co m p u tin g  ov ertim e . T h e  regular rate is an 
h ou rly  rate figured c i  a w eek ly  basis. 
E m p loy ees  need  no ', a ctu a lly  be hired at an 
h ou rly  ra te ; they  ,nay be  paid b y  p iece -ra te , 
salary, com m iss io n  o r  any o th e r  basis agreeable 
to the e m p lo y e r  and e m p lo y e e . H ow ever, the 
app licab le  c o m p e n sa tio n  basis m ust be 
con verted  to  an h ou rly  rate w h en  d eterm in in g  
the regular rate fo r  co m p u tin g  overtim e  
co m p e n sa tio n .

(b ) T he regular rate re ferred  to  in (a ) is that 
Hxed h ou rly  a m ou n t determ in ed  from  an 
e m p lo y e e ’ s h ou rly  w age , salary, co m m iss io n , 
p iece-rate o r  o th e r  basis o f  co m p e n sa tio n  at lie 
is to  be paid fo r  all c o n tra c t  hours u p  > the 
daily or w eek ly  m a x im u m , established  in. A S 
2 3 .1 0 .0 6 0 , that he is regularly  e m p lo y e d  »'■> 
w ork  du rin g  a w o rk w e e k .

(c )  W hen co m p u tin g  an e m p lo y e e ’ s hours fo r  
the p u rp ose  o f  d e te rm in in g  ov ertim e , the 
e m p lo y e r  shall c o u n t  all hours the e m p lo y e e  
w ork ed  du rin g  that w eek  in c lu d in g  p er iod s  o f  
" o n  ca ll”  and “ s ta n d b y  o r  w aiting  tim e”  
required fo r  the co n v e n ie n ce  o f  the e m p lo y e r  
w hich w ere a n ecessary  part o f  the e m p lo y e e ’s 
p er fo rm a n ce  o f  his e m p lo y m e n t . H ow ever, i f  the 
e m p lo y e e  is c o m p le te ly  relieved from  all du ties  
fo r  a certa in  p eriod  du rin g  w h ich  he m ay use the 
time e ffe c t iv e ly  fo r  his o w n  p u rp oses , then th ose 
p eriod s  n eed  n ot be c o u n te d .

(d )  T h e  fo l lo w in g  are n o t  a c c e p ta b le  m e t h o d s  
o f  c o m p ly in g  w ith  the p a y m e n t  o f  o v e r t im e  
p rov is ion s  o f  A S  2 3 .1 0 .0 6 0 :

(1 )  guaranteed w e e k ly  p a y  f o r  v a r ia b le  h o u rs  
plan ( “ B e lo ”  co n tra c ts ) e s ta b lish ed  u n d e r  s e c . 
7 ( 0  o f  the Fair L a b or  S tan dards A c t  o f  1 9 3 8 , as 
am en d ed  (2 9  U .S .C . 2 0 7 ( 0  as im p le m e n te d  in 
29  C .F .R . 7 7 8 .4 0 2  -  7 7 8 .4 1 4 ) ;

(2 )  co m p e n s a to ry  tim e  o f f  in  p la ce  o f  
p a y m en t fo r  ov ertim e ; and

(3 )  flex -tim e  o r  f le x it im e  p lans e sta b lish ed  
u n d er 2 9  C .F .R . 7 7 8 .1 1 4  p r o v id in g  a f ix e d  
salary fo r  flu ctu a tin g  h ou rs  u p  t o  a 
p red eterm in ed  m axim u rr n u m b e r  o f  h o u rs  in  a 
w o rk w e e k . (E f f .  1 2 /9 /7 8 ,  R e g . 6 8 )

A u t h o r ity ; A S  2 3 .1 0 .0 6 0  
A S  2 3 .1 0 .0 8 5

8  A A C  1 5 .1 0 5 . MINIMUM W A G E . A s  u sed  in 
A S  2 3 .1 0 .0 6 5 , "p re v a ilin g  F edera l M in im u m  
W age L a w ”  m eans that ra te  esta b lish ed  in  S e c . 
6 (a ) (1 )  o f  the Fair L a b o r  S tan d ard s  A c t  o f  
1 9 3 8 , as a m en d ed , (2 9  U .S .C . 2 0 6 ( a ) ( 1 ) )  as the 
m in im u m  w age g en era lly  a p p lic a b le  to  
e m p lo y e e s  su b je ct  to  that A c t .  ( E f f .  1 2 /9 /7 8 ,  
R eg. 6 8 )

A u t h o r i t y : A S  2 3 .1 0 .0 6 5  
A S  2 3 .1 0 .0 8 5

A R T IC L E  3.
E X E M P T IO N S

S e ctio n
120. M in im um  w age e x e m p t io n  f o r  

h a n d ica p ped  p erson s  
12 5 . M in im u m  w age e x e m p t io n  f o r  s tu d e n t 

learners
130. E x e m p tio n  fo r  sea rch in g  fo r  p la ce r  o r  

hard rock  m inerals 
! >5. E x e m p tio n  fo r  in d iv id u a ls  u n d e r  18 w h o  

are part-tim e e m p lo y e e s  
140. D eterm in in g  the n u m b e r  o f  e m p lo y e e s  

fo r  p u rp oses  o f  A S  2 3 .1 0 .0 6 0 (  1 )
145 . Sm all m ining o p e ra t io n s

8 A A C  1 5 .1 2 0 . M IN IM U M  W A G E  
E X E M P T IO N  F O R  H A N D IC A P P E D  P E R S O N S .
(a )  A n  a p p lica tio n  to  e m p lo y  a p e r s o n  at less 
than the m in im u m  w age esta b lish ed  u n d e r  A S  
2 3 .1 0 .0 6 5  m ust be m ad e  e ith e r  o n  a fo rm  
p rov id ed  b y  the d e p a rtm e n t o r  b y  filin g  an

8-10.2
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Referred: Labor & Commerce
and Stat2 Affairs

Introduced: 4/14/82

BY THE LABOR AND COMMERCE
IN THE SENATE COMMITTEE BY REQUEST

SENATE BILL NO. 886 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE -  SECOND SESSION 

A BILL

For an Act e n t i t l e d :  "An Act r e t r o a c t i v e l y  a u t h o r i z i n g  c e r t a i n  methods f o r

t h e  payment o f  over t im e j  and p r o v i d i n g  f o r  an e f f e c t i v e  

d a t e . "

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

* S e c t i o n  1.  AS 2 3 . 1 0 . 0 6 0  i s  amended by  adding a new s u b s e c t i o n  t o  read:

(b) Nothing  i n  t h i s  s e c t i o n  preven ts  the  use o f  the f o l l o w i n g  

methods f o r  the payment o f  o v e r t im e :

( 1 )  a guaranteed weekly  pay f o r  v a r i a b l e  hours p lan  e s t a b ­

l i s h e d  in  a c c o r d a n c e  with 29 U.S.C.  2 0 7 ( f )  and 29 C.F.R.  778 .402 - 

778 .414  (F a i r  Labor  Standards Act o f  ! ? 3 8 ,  as amended (52 Stat .  1060);

(2 )  a f l u c t u a t i n g  workweek p lan  e s t a b l i s h e d  in accordance  

w i t h  29 U.S.C.  2 0 7 ( a )  and 29 C .F .R .  778 .114  (F a i r  Labor Standards Act o f  

1938,  as amended (52  S ta t .  1 0 6 0 ) .

* Sec. 2. A S  23.10.060(b) ad d e d  by sec. 1 of this Act is retroactive to 

December 9, 1978, and extinguishes any penalty, forfeiture, or liability in­

curred or right accruing or accrued under 8 A A C  15 100(d)(l) and (3), adopted 

under AS 23.10.065 and 23.10.085 to prohibit the use of the overtime payment 

methods authorized by AS 23.10.060(b) added by sec. 1 of this Act.

* Sec. 3. This Act takes effect immediately in accordance with AS 0 1.10.- 

070(c).

-1- SB 886



§ 23.10.060 L a b o r  a n d  W o r k e r s ’ C o m p e n s a t io n  § 23.10.060

(11 ) an  in d iv id u a l u n d e r  15 y e a r s  o f  age em p loyed  on  a p art-tim e 
basis  n o t m ore  th a n  30 h ou rs  in a w e e k . (§ 2(1) ch  171 S L A  1959; am  
§ 1 ch  2 S L A  1962 ; am  § 1 ch  50 S L A  1972); am  § 2 ch  124 S L A  1978)

Cross references. —  As to gratuity for amendment added "including prisoners
institutional work by prisoners, see not on furlough detained or confined in
5 33.30.225. prison facilities" to the end of paragraph

E ffect o f  am endm ents. —  The 1978 (5).

NOTES TO DECISIONS

Em ployees covered  by  and exempt 
from  Fair L abor Standards A ct. — AS 
23.10.050 — 23.10.150 apply to both 
employees covered by the Fair Labor Scan- 
dards Act, 29 U.S.C. §§ 201-219, and those 
who are, because o f insufficient con­
nections to interstate commerce, exempt 
from the Fair Labor Standards Act. 
Webster v. Bechtel, Inc., Sup. Ct. Op. No. 
2245 (File Nos. 3979, 4139), 621 P.2c 890 
(1980).

Prisoners exclu ded  from operation  
o f  chapter. — See McGinnis v. Stevens, 
Sup. Ct. Op. No. 1207 (File Nos. 2255, 
2312), 543 P.2d 1221 (1975).

Applied in Alaska Inti Indus., Inc. v. 
Musnrra, Sup. Ct. Op. No. 1966 (File Nos. 
3652, 3676), 602 P.2d 1240 (1979).

Cited in Dresser Indus., Inc. v. Alaska 
Dep't of Labor, Sup. Ct. Op. No. 2415 (File 
No, 5625), P.2d (1981).f

. ,V.'

S e c . 2 3 ,7.0 .0 6 0 . P a y m e n t  fo r  o v e r t im e .  N o em p lo y e r  w ho em p loys 
em p loyees  en g a g ed  in com m erce , o r  o th er  bu sin ess, o r  in th e  p rodu c­
tion  o f  good s o r  m a te r ia ls  in A la s k a  m ay em ploy  an  em ployee  n o t 
a ctin g  in  a su p erv isory  cap acity , e ith e r  m ale or fem a le , for a w ork w eek  
lon g er  th an  40  h ou rs  o r  fo r  m ore th a n  eigh t h ou rs a day, excep t th a t 
i f  the e m p loyer  fin ds it n ecessa ry  to  em p loy  an em p loyee  in excess o f  
40  h ours a w eek  or e ig h t hours a d a y , com pen sation  for the overtim e 
a t the rate o f  on e  and o n e -h a lf t im e s  th e  regu lar ra te  o f  pay shall be 
paid , and  th is  p rov is ion  is con sid ered  inc'udnd in  all con tracts o f  
em p loym en t. T h is  se ction  does n o t  a p p ly  w ith resp ect to

(1) an em p loyee  em p loy ed  by a n  em p loyer  em p lo y in g  less than fou r 
em p loyees  in th e  re g u la r  course o f  bu sin ess, as reg u  ar course o f  bu si­
ness is d e fined  b y  reg u la tion s  o f  th e  com m ission er;

(2) R epea led  b y  § 33 ch  127 S L A  1974.

(3) R epea led  b y  § 1 ch  243 S L A  1970.
(4) an em p loyee  em p loyed  in  handling , p a ck in g  storing , 

pasteu riz in g , d ry in g , p rep arin g  in  th e ir  raw  or  natural state, or  
ca n n in g  a g r icu ltu ra l or h orticu ltu ra l com m odities  for  m arket, or in 
m a k in g  ch eese  o r  b u tter  o r  other d a iry  products:

(5) an  em p loyee  o f  an e m p lty e r  en g a g ed  in sm all m in in g  operations 
w h ere  not m ore  than  12 em p loyees  a re  em ployed , i f  the em ployee  is 
em p loyed  not in excess  o f  12 hours a day or 56 h ou rs  a w eek  du rin g  a 
period  or period s o f  not m ore  th an  14 w orkw eeks in the aggregate  in 
a ca len d ar y ea r  d u rin g  th e  m in in g  season , as the season  is defined  by 
the com m issiop> 'r;

(6 ) R epea led  by  § 1 ch  45 SLA  1972.

15



§ 23.10.060 A l a s k a  S t a t u t e s § 23.10.060

(7 ) an  e m p lo y e e  en g a g ed  in  agr icu ltu re ;
(8 ) an  e m p lo y e e  em p loyed  in  con n ection  w ith  th e  p u b lica tion  o f  a 

w eek ly , s e m iw e e k ly , o r  d a ily  n ew sp a p er w ith  a c ircu la tion  o f  less than  
1,000;

(9 ) a sw itch b oa rd  op era tor  em p loyed  in  a p u b lic  te lep h on e  exch an ge  
w h ich  h as few er  th an  750  sta tion s;

(10 ) an  e m p lo y e e  o f  an  em p loyer  en g a g e d  in  th e  bu sin ess o f  
op era tin g  ta x ica b s ;

(11 ) an  e m p lo y e e  in an oth erw ise  ex em p ted  em p loym en t or p ro ­
p rie tor  in  a  re ta il or se rv ice  esta b lish m en t en g a g e d  in  h a n d lin g  te le ­
g ra p h ic , te le p h o n e , or ra d io  m essages for th e  p u b lic  u nder an  agen cy  
or con tra ct a rra n g e m e n t w ith  a te legra ph  o r  com m u n ica tion s  com pan y 
w h ere  th e  te leg ra p h  m essa ge  o r  com m u n ica tion s  reven u e  o f  th e  agen cy  
does n ot ex ceed  $500  a m on th ;

(12 ) an e m p lo y e e  em p loyed  as a seam an ;
(13 ) an  e m p loy ee  em p loyed  in  p la n tin g  or ten d in g  trees, cru isin g , or 

su rv ey in g , or b u ck in g , or fe llin g  t im b er , or in p reparin g  or 
tra n sp ortin g  logs or o th er  forestry  p rod u cts  to the m ill, p rocess in g  
p lan t, ra ilroa d , o r  o th er  tra n sp orta tion  te rm in a l, i f  the n u m ber o f  
e m p loyees  em p loyed  by th e  em p loyer  in the fo restry  or lu m b erin g  op er ­
a tion s d oes  n ot exceed  12;

(14 ) an in d iv id u a l em p loyed  as an ou ts id e  b u yer o f  pou ltry , eggs, 
cream , or m ilk  in th e ir  raw  or  natu ra l sta te ;

(15 ) ca su a l em p loyees  as m a y  be lib e ra lly  d e fin ed  by  regu la tion s o f  
the com m iss ion er ;

(16 ) an e m p loy ee  o f  a n on p ro fit  h osp ita l;
(17 ) w ork  p erform ed  by  an em p loyee  u n d er a flex ib le  w ork  hour p lan  

i f  the p lan  is  in cluded  as part o f  a co lle c tiv e  b a rg a in in g  agreem en t;
(18 ) w ork  p erform ed  b y  un em p loyee  u n d er a v o lu n ta ry  flex ib le  w ork  

hour p lan  i f
(A ) the e m p lo y e e  and the em p loyer  h ave s ig n ed  a w ritten  a greem en t 

and the w ritten  a g reem en t h as been  filed  w ith  the d ep artm en t; and
(B ) the d ep a rtm en t has issued  a ce rtifica te  a p p rov in g  the p lan  w hich  

states the w ork  is for 40  h ou rs a w eek  and not m ore than  10 hours n 
day; for w o rk  ov er  40 h ou rs a w eek  or 10 h ou rs  a day u nder a flex ib le  
w ork  h ou r  p lan  not in clu d ed  as part o f  a co lle ctiv e  b a rg a in in g  
agreem en t, com p en sa tion  a t the rate o f  on e  and  o n e -h a lf tim es the 
regu lar ra te  o f  pay shall be pa id  for the o v e rtim e , (§ 3 ch  171 S L A  1959; 
am 5 1 ch 3 S L A  1962; am  § 1 ch 243 S L A  1970; am  if 1 ch 45  SL A  
1972; am  § 33 ch  127 S L A  1974; am § 1 ch  31 S L A  1980)

Opinions o f  attorney general. — The from the mnndntory overtime directive of
Fair Labor Standards Act, 29 U.S.C. this section. April 15.1980, Op. A lly  Gen.
SS 201-219 does not expressly preempt the In the case of pilots, flight crews, and
AS 23.10.050 — 23.10.150 on the question other interstate air carrier employees
of whether airline employees are excluded whose activities are directly and substnn-
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§ 23.10.065 A l a s k a  S t a t u t e s  S u p p l e m e n t § 23.10.065

(B ) the D ep a rtm en t o f  L a b or has issued  a  certifica te  a p p ro v in g  the 
p lan  w h ich  sta tes  the w ork  is  for 40 h ou rs  a  w eek  and n o t m ore  than 
10 h ou rs a d a y ; fo r  w ork  o v e r  40  hours a w e e k  or 10 hours a d a y  under 
a flex ib le  w o rk  hour p la n  n o t in cluded  a s  part o f  a c o lle c t iv e  bar­
g a in in g  a g reem en t, com p en sa tion  at th e  ra te  o f  one and o n e -h a lf  tim es 
th e  reg u la r  ra te  o f  pay sh a ll be paid fo r  th e  overtim e.
(am  § 33 ch  127 SL A  1974 ; am  § 1 ch  31 S L A  1980)

E ffect o f  am endm ents. — The 1980 As the rest of the section was not 
amendment added paragraphs (17) and affected by the amendments, it is not set 
(18). out.

Legislative h istory reports. — For 
report on ch. 127, SLA 1974 (SCSHB 817 
am S). see 1974 House Journal, p. 657.

NOTES TO DECISIONS

Article not v o id . — The Alnska Wage 
and Hour Act merely requires higher 
minimum and overtime pay than the Fair 
Labor Standards Act, 29 U.S.C. 
§§ 201-219. Although compliance with 
both is more expensive thnn compliance 
with the federal act, it is not, in any sense, 
impossible so ns to make the Alnska lnw 
void. Webster v. Bechtel, Inc., Sup. Ct. Op. 
No. 2245 (File Nos 1979, 4139), 621 P.2d 
890 (1980).

Or preem pted. — Since, under the 
Alnsku Wage and Hour Act, the number of 
hours required for the overtime rate is less 
thnn that under the Fnir Labor Standards 
Act, the Alaska uct provides for a lower 
maximum workweek within the meaning 
of 29 U.S.C. 5 218ln) and consequently.

comes within the express saving clause so 
ns not to be preempted by the federal law. 
Webster v. Bechtel, Inc., Sup. Ct. Op. No. 
2245 (File Nos. 3979, 4139), 621 P.2d 890 
(1980).

D efinition  o f  "su p erv isory " in the 
Alaska Administrative Code, that the 
term as used in this section means a per­
son who directs the activities of other 
■employees and who does not perform 
duties which nre regularly performed by 
the employees supervised, except for brief 
periods of time not to exceed more than 
eight hours in the supervisor's work week, 
is reasonable and not arbitrary. Aluskn 
Int'l Indus., Inc. v. Musurra, Sup. Ct. Op. 
No. 1966 (File Nos. 3652, 3676), 602 P.2d 
1240 (1979).

S e c . 2 3 .1 0 .0 6 5 . M in im u m  w a g e s . A n  em p loyer sh a ll pay  to each o f  
h is  em p lo y e e s  w ages a t a ra te  o f  not le ss  th an  50 cen ts a n  hour greater 
than  the p rev a ilin g  F edera l M in im u m  W a ge  Law  or $ 2 .6 0  an hour, 
w h ich ev er  is greater, for hours w ork ed  in a pay p eriod , w hether the 
w ork  is m eusured  by tim e, p iece, com m ission  or oth erw ise . N o 
e m p loyer  m a y  apply tips or g ra tu ities  bestow ed  upon em p loyees as a 
cred it tow ard  paym ent o f  the m in im u m  h ourly  w age requ ired  by th is 
section . T ip  cred it as d e fin ed  by the F a ir  Labor S ta n d a rd s  Act o f  1938 
as am en ded  does not a pp ly  to the m in im u m  w age esta b lish ed  by th is 
section . (§ 4 ch  171 S L A  1959; am  S 2 ch  2 S L A  1962; am  l c h 4 1 S L A  
1974)

Effect o f  am endments. — The 1974 
amendment added the language beginning 
"or $2.60 on hour" to the end of the firr*.

sentence and added the second and third
sentences.
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§ 23.10.080 L a b o r  a n d  W o r k e r s ’ C o m p e n s a t io n  § 23.10.085

(c) T h e  d irector  m ay d e le g a te  h is p ow ers , fu n ction s a n d  duties u n d er 
A S  23 .1 0 .0 5 0  —  23 .10 .150  to  a du ly  a u th orized  rep resen ta tiv e . (§ 6i 1) 
ch  171 S L A  1959)

S e c . 23 .1 0 .0 8 0 . Powers and duties o f division. T h e  director, or 
h is au th orized  rep resen ta tive , shall

(1) in v es tig a te  and a sce rta in  the w a g e s  and re la ted  con d ition s  and 
stan dards o f  em p loym en t o f  a n y  em p loyee  in the s ta te ;

(2) e n te r  the p lace o f  b u sin ess  or em p loym en t o f  a n  em p loyer at 
re a so n a b le ’tim es for t>* p u rp ose  o f  in sp ectin g  p a y ro ll records w h ich  
relate to  the question  o f  w a g e s  paid o r  h ou rs  w ork ed ;

(3) req u ire  and su bpoena  from  an em p lo y e r  a s ta te m e n t in w ritin g , 
w hen th e  d irector or h is  au th orized  rep resen ta tiv e  con s id ers  it n eces ­
sary, o f  h ou rs w orked b y  and  th e  w ages p a id  to a p erson  in  his em p loy , 
and the com m ission er m a y  req u ire  th e  em p loyer  to m a k e  his sta tem en t 
under oa th ; . >,

(4) q u estion  an em p loyee  in  his p la ce  o f  e m p lo y m e n t  during w ork  
hours w ith  respect to the w a g es  p a id  and the h ou rs  w ork ed  by  the 
em p loyees ; ~*

(5) com p el the a tten d an ce  o f  w itn esses and the p rod u ction  o f  books, 
papers an d  docum ents by  su b p oen a  w h e n  necessary  fo r  the purpose o f 
a b e a r in g  or in vestiga tion  p rov id ed  fo r  in A S  2 3 .1 0 .0 5 0  —  23 ,10 .150 . 
(§ b (2) ch  171 SLA 1959)

S e c . 23 .10 .085 . S c o p e  o f  a d m in is t r a t iv e  r e g u la t io n s ,  (a ) The 
d irector  m ay issue, am en d  o r  rescind such  a d m in is tra tiv e  regu lations 
not in con sisten t w ith  the pu rposes an d  prov is ion s  o f  A S  23.10 .050  —  
23 .10 .150  w hich  are n e ce ssa ry  for th e  a d m in istra tion  o f  A S 23 .10 .050  
- 2 3 . 1 0 .1 5 0 .

(b) T h e  regu la tions m ay , w ith ou t lim it in g  th e  g e n e ra lity  o f  (a ) o f  
this section , define term s u sed  in A S  23 .10 .050  —  2 3 .1 0 .1 5 0 , and the 
restr iction  or p roh ib ition  o f  in du stria l h om ew ork  o r  o f  th e  other acts or 
p ractices  w hich  the d ire cto r  finds a p p rop ria te  to ca r ry  out the purpose 
o f  A S  23 .10 .050  —  2 3 .1 0 .1 5 0 , or to prevent th e  c ircu m v e n tio n  or 
evasion  o f  A S  23.10 .050  —  23 .10 .150 .

(c) T h e  regu la tion s m ay perm it d ed u ction s  by an  em p lo y e r  from  the 
m in im u m  w age ap p lica b le  under A S  23 .10 .050  —  23 .10 .150  to his 
em o lov ees  for the rea son a b le  cost, as determ in ed  by  th e  d irector on an 
occu pation  basis, o f  fu rn ish in g  board or lod g in g  i f  b o a rd  or lodg ing  is 
cu stom a rily  fu rn ished  by th e  e m p lo y e r  and u sed  b y  the em ployee . 
(Is (5(3) r u 171 SL A  19591

NOTES TO DECISIONS

This section and AS 2.'!. 10.095 consti- the issue whether federal definitions < (
lute a delegation  of authority from the "regular rate of pu> ” and other terms can
legislature to the agency to formulate be applied consistently with AS 23.10.050
policies, leaving to the ugcT.cy’s discretion — 23.10.150. Dresser Indus., Inc. v
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S t a t e  o p * A l a s k a

o rn c c  o r  t h c  g o v c r n o r

J U  .V 1! A  l!

J a n u a r y  12, 1982

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
Juneau,- A l a s k a  9 9811 

D e a r  - x  Pre^.:d e nt:

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, of  the 
A l a s k a  C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a r e s o l u­
t i o n  w h i c h  p r o p o s e s  a c o n s t i t u t i o n a l  a m e n d m e n t  
r e g a r d i n g  c o n t r i b u t i o n s  to t h e  p e r m a n e n t  fund. 
T h e  a m e n d m e n t  w o u l d  a d d  p r o c e e d s  f r o m  s e v e r a n c e  c.. 
p r o d u c t i o n  t a x e s  to the l i s t  o f  r e v e n u e  s o u r c e s .

W h i l e  t h e  t a x  p r e s e n t l y  i m p o s e d  u n d e r  A S  4 3 . 5 5  is 
o f t e n  r e f e r r e d  t o  as a " s e v e r a n c e  t a x , "  i t  is n o t  
c l e a r  w h e t h e r  t h e  A l a s k a  S u p r e m e  C o u r t  w o u l d  find 
t h a t  i t  is a s e v e r a n c e  tex. S e e  L i b e r a t i  v. 
B r i s t o l  B a y  B o r o u g h , 584 P . 2 d  1 1 1 5  ( A l a s k a  1978). 
I h a v e  t h e r e f o r e  i n c l u d e d  b o t h  p r o d u c t i o n  and 
s e v e r a n c e  t a x  p r o c e e d s  i n  t h e  p r o p o s e d  a m e n d m e n t .

S i n c e r e l y ,



D EPARTM EN T OF REVENUE // POUCH S
OfTICt OF THE COHHISSm* / JUNEAU, ALASKA 99817

February 1, 1982

The Honorable Bob Mulcahy, Chairman 
Senate Labor and Commerce Committee 

Pouch V
Juneau, AK 99811

Re: Senate Joint Resolution No. 58

Dear Senator Mulcahy:

At the present time 25 percent of all mineral lease rentals, 

royalties and royalty sale proceeds are explicitly dedicated under the 
State Constitution to the Permanent Fund. The Constitution also allows 

the Legislature by statute to increase this percentage, which it has done 
for the royalty revenues from the Beaufort Sea leases and for bonus bids 

received for oil and gas lease sales held after 1979. In addition, the 
Legislature may make special appropriations to the Permanent Fund, as it 

has done the past two sessions.

The problem with the dedication of 50 percent of future bonuses 

and royalties from the Beaufort Sea and other new oil and gas production 

is that it is statutory in origin. That is, what one Legislature enacts 
another Legislature may rtpeal. Thus, while it appears that 50 percent 
of those one-time-only revenues will be going into the Permanent Fund, it 

remains possible that future Legislatures could change this or repeal it 
altogether, in which case the 25 percent minimum under the Constitution 

would again apply.

At present these constitutionally mandated contributions 

represent about 10 percent of the State's total revenues dervied from oil 
and gas development. This is because the State's royalties are slightly 

less than half of the total petroleum revenues; the balance is from taxes 

on the oil and gas industry. By far the largest of these taxes is the 

State's Oil and Gas Properties Production Tax (AS 43.55), which is 
generally referred to as the "severance tax" even though it calls itself 
a "production tax" in its title.

The difference between a severance tax and a production tax is 
nearly metaphysical. Both arc taxes imposed on the activity of 
extracting and removing a valuable resource from the ground. However, a
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Senator Bob Mulcahy (Re SJR 58) 
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Page 2

severance tax, strictly speaking, is imposed on the actual act of 

severing the mineral from the ground in its natural condition as it 
emerges or is severed. A production tax is imposed on the reduction of 

the resource to actual possession in a condition of marketability, which 
may or may not be the same as its natural condition when the mineral is 

severed. In the case of oil and gas, the processes of cleaning and 
dehydration, of separating oil from any water and gases in it, of 
separating the gas from any condensable liquids in it, etc. are all 
conducted as part of the "production" process. Thus, the comparatively 

slight amounts of oil or gas that are consumed, used or lost in the 
course of these "production" operations would not be counted in 

determining the taxable volume of the oil or gas for purposes of a 
"production" tax. In contrast, such oil and gas would be included in 

determining the taxable volumes of each under a "severance" tax.

Happily, for the sake of keeping things straight, our Oil and 
Gas Properties Production Tax really is a "production" tax, as opposed to 
a "severance" tax. However, as I indicated, the distinction between 

these types of taxes is relatively minor for most purposes.

Senate Joint Resolution No. 58 refers both to production taxes 
and to severance taxes because of the similarity between these kinds of 

taxes. The clear intent of the Resolution is to amend the Constitution 
so that the Permanent Fund will receive at least one-quarter of the 
one-time-only tax revenue collected by the State from the activity of 
extracting and removing mineral resources from the ground, regardless 
whether the Legislature retains the present "production"-type tax 

structure or changes over someday to a "severance"-type tax structure.
It might also develop that the "production"-tax approach is retained for 
oil and gas, but that future taxes someday enacted for other kinds of 

mineral extraction would be of the "severance"-tax type. By referring to 
both kinds of tax, the Resolution will ensure that at least a quarter of 

the revenues from both kinds of extraction-based taxes will be dedicated 
to the Permanent Fund.

I hope this will assist you in your consideration of SJR 58. 

Please do not hestitate to contact me if you have any further questions 
on this matter.

Very truly yours,

Thomas K. Williams 
Commissioner of Revenue

TKW:tw

cc: Governor Hammond





T i t l e  Relatina to exclusion of state C o n t d C t ^ u d y  Kniqht O'K'

unemployment insurance trust 465-2700 0
funds from the federal unified 

budget.

Bill No. Senate J o in t  R e s o l ^ o n  No. Apr i l  20, 1981

Funds used for unemployment compensation are generated by payroll taxes 

enacted by State Legislatures. These funds can be- used only to pay 

unemployment compensation in the state in which they were collected 

and are held in trust by the federal government and drawn as needed to 

pay benefits. Since 1969, these funds have been included in the unified 

budget. The "bottom line" impact of inclusion of state trust funds in 

the. unified budget is that all unemployment compensation--includlng 

benefits paid completely from dedicated state funds--appear as federal 

outlays. This makes reemployment insurance programs the target for 

budget-balancing proposals such as taxation of benefits, pension off­

sets, removal of extended benefit claimants from the computation of 

unemployment rates, and other cost-cutting proposals like those included 

in the Omnibus'Reconciliation Act of December 5, 1980.

In addition to those set out in the Resolution itself, there are a number 

of other reasons unemployment compensation trust funds should not be 

included in the unified budcpt, as follows:

1. The majority of the federal payroll tax is not-collected from 

employers, but is credited 1f employers participate in an approved 

state program and are subject to contribution rates set by the 

s t ate.

2. The operations of the U.S. Treasury do not require that the accounts 

he included in the unified budget. The Treasury currently handles 

accounts for several "off-budqet" agencies.

3. Basic program decisions--level and duration of benefits, contribution 

mechanisms, eligibility, and. many administrative functions--are almost 

entirely in the hands of state legislators.

Policy calling for removal of funds has been adopted by the National 

Governors' Association, the Interstate Conference of Employment Security 

Agencies, the Federal Advisory Council on Unemployment Insurance, and 

the National Commission on Unemploynent Compensation. These policy 

positions were adopted recently and the issue is not yet well-known in 

Congress. One way to speed consideration of this important issue is 

to ensure that states' Congressional delegations recognize the Impact 

of inclusion of state unemployment trust funds in the unified budget 

and are aware of the states' strong desire to remove the funds from the 

budget. The proposed resolution could be used to convey Alaska's 

sentiment on this issue tn national policy-makers.

Position: The Department of Labor supports the proposed resolution and

recommends immediate approval.

D H 5U T I O N  P A P E - P / D e p a r t m e n t  of Labor



S* V
C O M M E N T A R Y

ALASKA DEPARTMENT OF LABOR', RESEARCH AND ANALYSIS SECTION APRIL 1981

SHOULD ALASKA OPT OUT OF THE FEDERAL/STATE UNEMPLOYMENT INSURANCE SYSTEM?

By Scott T. Hannigan

The Social Security Act of 1935 established an Unemployment Insurance (UI) program 

in the United States under joint federal/state management. The major role of the 

federal partner was administration of a uniform employer tax to fund the program. 
States were encouraged by the Act to pass local UI legislation with the reserved 

right to set qualifications and standards for the payment of unemployment compensa­

tion. The Act contained provisions for employers to receive credit against the 

federal tax for contributions to a state UI plan and for states to receive grants to 

administer their programs. The availability of employer tax credits and state admin­

istrative grants were made contingent upon states' compliance with certain features 

in the Social Security Act. These features were generally found acceptable to the 

states and a nationwide federal/state UI program was in full effect by 1937. Over 

the ensuing years, however, numerous amendments to the Act and additional UI legisla­

tion by Congress (requiring conforming state legislation) has led to conflicts in 

the federal/state partnership. The federal government has generally held the upper 

hand in these conflicts by virtue of the enormous financial clout provided by the 

tax credits and administrative grants provisions of the Social Security Act. This 
paper will review the historical beginnings of the federal/state UI program, some of 

the conformity issues facing the states, and the posjibility of future changes in­

cluding complete separation of the federal and state systems.

Prior to 1935, states had no programs to provide assistance to the unemployed, with 

the notable exception of Wisconsin, which legislated a comprehensive UI law in 1934. 
The major obstacle to enactment of UI laws at the state level was directly related

to taxes. Specifically, it was felt that a new tax burden on employers would have a

detrimental effect on interstate competition. Congress eliminated this obstacle by 

passing (as part of the Social Security Act) Title IX, which levied a uniform tax on 

all employers in the country. Title IX allowed employers a 90 percent credit against 
the tax if they contributed to an approved state UI program. The remaining ten 
percent of the tax assessment was returned to the states in the form of administra­

tive grants. These financial incentives in Title IX plus the deepening crisis of 
the 1930's depression strongly encouraged enactment of state UI laws and all states 

had unemployment insurance programs 1n operation by 1937. Provisions of Title IX 

were removed from the Social Security Act and were placed in the Internal Revenue

Code oy the Federal Unemployment Tax Act of 1939 (FUTA).



Original proponents of the Social Security Act vigorously debated the type of UI 

program to be recommended— a wholly federal system or a federal/state plan. Argu­

ments for a national system included, among others,, that a national system would 

provide uniform protection from the risks of unemployment, protect the interests of 

multi-state employers and workers, provide for a national pooling of reserves, and 

streamline reporting requirements and the payment of taxes. Those who favored a 

federal/state program argued that a national system would be cumbersome to operate, 

that centralization would tend to paralyze action, that controversial issues would 

not receive proper debate and discussion by the states, and that a federal/state 

system would allow states to tailor the program to fit their needs and would allow 

wide latitude for experimentation by the states and so aid in producing a better 

system.1/ The federal/state plan was the one that finally emerged.

The issues of conformity have existed since the very start of the unemployment in­

surance program. The Social Security Act contained sever?/! provisions that the 

states were to comply with. Titles III and IX c.c the Act rrquired state UI laws to 

include the following major provisions: (1) payment of UI benefits solely through

public employment offices or other approved agencies, (2) opportunity for a fair 

hearing on denied claims, (3) payment of all tax monies collected to the U.S. Treas­

ury (Unemployment Trust Fund), (4) expenditure of all money requisitioned from the 

Trust Fund for UI benefits only, (5) no benefits to be paid until two years after 

commencement of tax collections, and (6) several provisions protecting conditions of 

work acceptance by claimants. Other provisions refer to administrative and reporting 

requirements. To enforce state conformity to these provisions, the Social Security 

Act allows for the denial of all employer tax credits and the suspension of state 

administrative grants. On numerous occasions since the inception of unemployment 

insurance, Congress has passed amendments to the Act necessitating conforming legis­

lation at the state level. A major example has been amendments that have extensively 

increased UI coverage to such worker groups as state and local government employees 

and employees of non-profit institutes.

More recent conformity issues have included pension offset provisions (P.L. 96-364) 

and provisions of the 1980 Omnibus Reconciliation Act (P.L. 96-499). The pension 

offset provision requires a reduction of a claimant's weekly benefit by the amount 

of any pension (attributable to a base period employer) received by the claimant. 

The Reconciliation Act requires conforming state legislation to deny the payment of 

extended benefits for voluntary quits and discharges for misconduct regardless of 

applicable state law for regular benefits (i.e., if state law reinstates benefit 
entitlement for regular benefits after a penalty period, the entitlement would be 

cancelled for extended benefits). Failure to accept suitable work (as defined by 

federal law) or failure to seek work also results in denial of extended benefits.

Even further encroachment by the federal government will occur if recent proposals 

of the Reagan Administration are adopted. These include (1) changes in the extended 

benefits program to eliminate the national trigger and to revise the methods of 

calculating state triggers (both of which determine when extended benefits are to be 

paid); (2) requirements that unemployed worker? who have collected 13 weeks of state 

UI accept any job that meets minimum wage and safety standards if the wages are 

equal to or greater than their UI benefits; and (3) eliminate UI for those who leave 

the military voluntarily.

The rising spectre of federalism in unemployment insurance has caused concern in

1/ William Haber and Merril G. Murray, Unemployment Insurance in the American Economy, 

Richard D. Irwin, Inc. 1Q66.



Alaska and many other states. In most conformity issues, the states have grudgingly 

complied with federal legislation because they fear to lose tax credits f o r  their 

employers and administrative grants for their programs. The mere threat of sanctions 

has kept states in line and the sanctions have never been fully applied. A  specific 

instance where Alaska has run headlong against the federal government has b e e n  on 

the issue of interstate benefits. In 1955 and again 1960 Alaska reduced the maximum 

weekly benefit amount to out-of-state claimants in order to curtail the amount of UI 

dollars leaving the state.* The state was required to retreat from this position in 

1972 when Congress decided the practice was discriminat ry to the rights of workers 

to move from state to state seeking employment. This interstate question has become 

a point of concern in recent years as Alaska has seen one-third of all its UI dollars 

pouring out of the state, aiding the economies of other states instead of o u r  own. 

An even larger problem looms in the future amid talk of federal benefit standards 

requiring a maximum benefit equal to 2/3 of a state's average weekly wages. Alaska 

traditionally pays more benefits per dollar of total wages than any other state. 
This standard would put employer costs through the ceiling and could possibly drain 

the state's trust fund.

Potential solutions to the partnership problem are varied and complex. Many people 

over the years have advocated complete federa'ization of unemployment insurance. 

Most states, however, take a dim view of this type of encroachment on their rights. 

Another course would be to maintain the present system with some sort of systematic 

court review of conformity sanctions.2/ The most extreme solution would be for a 

state to permanently refuse to comply with federal legislation.

The remainder of this paper discusses ramifications if Alaska chooses to remove 

itself from the federal/state system. The most direct effect would be monetary. 
Shown below are cost estimates for Alaska's UI program in 1982 comparing an out of 

conformity situation with a conforming one.

Estimated Costs for 1982

UI Administration

State Taxes

FUTA Taxes

$63.6 million

In Conformity

Federal Grants 
(From FUTA Taxes)

7.0 million

Out of Conformity 

$63.6 million 

34.0 million 

11.5 million

ES Administration Federal Grants 

(From FUTA Taxes)
7.9 million

Extended Benefits 

(50% Federal)

Federal Reimbursements 4.5 million
(From FUTA Taxes)

TOTAL $70.6 million $121.5 million



•  •

The comparison shows that operating the current program while failing to conform to

federal requirements would result in additional costs of $50.9 million. Most of the

cost ($27 million) w o J d  be levied on employers as a result of lost FUTA tax credits. 

Employers might also be expected to pay administrative costs as well as funding full

benefit outlays. If that were the case, employer costs would increase by approxi­

mately seventy percent. This burden could be reduced if employee contributions were 

increased and/or the state absorbed administrative costi.

One major question of the conformity issue concerns federal responsibility if employ­

ers opt to pay the full FUTA tax. The system was designed to pay benefits equa1 to 

2.7 percent of taxable wages. Of the three percent FUTA tax, this 2.7 percent was 

to be dropped if employers contributed to the benefit fund of an approved state 

program. The implication is clearly that the 2.7 percent was to be used for paying 

benefits. Further, if employers opt to pay the full FUTA tax, the implication is 

that no state taxes would be necessary because the federal partner should be respon­

sible for benefits.

The system was not— at least, should not have been— designed to coerce states into 

setting up their own unemployment insurance programs. Since costs would be three 

percent of taxable wages under a state or federal system, states would obviously 

find it attractive to design systems to fit their own social and economic conditions 

rather than accept standards determined in Washington. This "logical interpretation" 

does not coincide with the "legal interpretation." According to an unofficial opinion 

of the Solicitor General, the federal government has no pover to implement an unem­

ployment insurance program in any state. In other wordr - the system was designed to 

force states to implement unemployment insurance prog is via making them pay for 

one whether they have one or not..

Failure to maintain an approved program would result in the 2.7 percent "credit" 

flowing into the federal administrative account rather than a benefit account, with 

the state receiving no funds in return. No state has informed the federal partner 

that it intends to drop its own program in favor of federalization and so the position 

remains unchallenged. It is conceivable that the "back dorr" federalization now in 

progress will change this situation in thp future. The isc ue is not a simple one 

and raises a host of questions about the f«_ueral /stite rpl utionship. Some alterna­

tive relationships th it might be considered for the operation of an unemployment 
insurance program in Alaska are discussed below.

The discussion centers on estimates of the average employer cost per worker (wiih 

annual earnings at or above the taxable wage base of $13,300) and includes the 

current system for comparison purposes.

- 4 -



CURRENT SYSTEM

FUTA Tax $ 42

(0.7% of first $6,000)1-

State Tax = 439

(3.3% of first $13,300) ______

TOTAL TAX = $481

One (untested) alternative is to droi the state system in favor of a federal pro­

gram funded from the maximum FUTA tar. Employers would then pay t h e  full FUTA tax 

of $204 per employee and all program provisions would be determined in Washington.

FEDERAL SYSTEM

FUTA Tax = $204

(3.4% of first $6,000)t

TOTAL TAX = $204

A second alternative would supplement a federal system with a separate state system. 

Costs wouil be dependent on the level of benefits the state wishes to provide. The 

state system would also require administrative funds af approximately $19 million.

An indepriden .' state program is a third alternative. The cost figures below assume 

that th° R.'TA tax is paid and that the state receives no finds in return.
Obviously tin. • ined cost of running a state system and paying penalty FUTA taxes 

could exceed the - o'-iiities of many employers to. pay. Some form of state 

assistance may be. necessary (especially in light of expected increases in the 

taxable wage base for FUTA v H c h  will probably become effective in 1983 or 1984)., 

The most plausible forms of state assistance are assumption of the liability for 

FUTA taxes and/or administrative costs and state support of benefits through 
appropriations to the UI Trust Fund.

INDEPENDENT STATE SYSTEM

State Tax = $439

(3.3% of first $13,300)

FUTA Tax $204
(3.4% of first $6,000)

Administra.ive Costs $120

TOTAL TAX $703

There are a number of areas where Alaska could effect some cost savings if the 
state were running an independent UI program. Some cost saving areas and 

approximate dollar amounts are listed below:

tThe FUTA tax is set at 3.0 percent of the first $6,000 of each employees wages. 
The rate was temporarily increased to 3.4% to reduce the national debt in the FUTA 

account. If a state's UI law is in conformity with federal law, then employers 
receive a 90 percent credit cn their FUTA taxes and pay in effect 0.7 percent (10% 
of 3.0% = O.'r <• 0.4 added tax = 0.7%).
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Potential Cost Savings 

(Projected on basis of Alaska's 1980 UI law)

1. Eliminate dependents benefits for out-of-state

claimants (140,000 interstate payments X $8.55

[average interstate dependent payment])

2. Eliminate extended benefits for out-of-state

claimants (assuming Washington, Oregon and

California still triggered on) 25% of estimated 

EB payments of $4.75 million state share)

3. Reduce interstate benefit to 50 percent of 

calculated WBA (140,000 interstate payments 

X $116 [average interstate payment X 50%]) 

(excludes amount in #1)

4. Eliminate interstate benefits entirely 

(140,00'' interstate payments X $124.50 [average 

interstate payment] (includes amount in #1)

5. Withdraw from interstate wage combining pi an 

(net figure from 1980)

6. Withdraw from unemployment compensation plan for­

ex-federal employees and ex-servicemen

(5% of administrative costs)

$1.2 million

$1.2 million

$8.1 million

$17.4 million

$0.3 million

$0.8 million

As indicated, some of these savings overlap. The maximum savings would be about 

$18.5 mil 1 ion, which is approximately equal to expected administrative costs. The 

possibilities are limitless in creating an independent state UI system. No state III 
piogram (with the e/ception of the original Wiscunsir plan) has existed outside tne 

federal/state system so no previous expedience is available to fonnulate such a 

program. Opportunities exist for Alaska to tailor a UI program to the unique condi­

tions of the state. Alaska's concerns with chronic unemployment, high wages, sea­

sonal jobs, an itinerant labor force, and undiversified industries have not been 
satisfactorily addressee under the federal/state UI system.

Many legal and political questions arise in relation to separating the state's UI 

program from the federal/state structure. Would (and can) the federal government
permit the state to break away? Would the national system disintegrate if other

states wanted to drop out? Is the nature of unemployment beyond the capabilities of 
any one state to cope? Would the courts become involved in issues of "equal protec­

tion" and "due process" on behalf of denied out-of-state claimants? These and a host 

! of other questions can only be answered by the legislature and the courts and are

beyond the scope of this paper.

Opting out of the system is an issue that has gained prominance due to recent 

expansion of the federal partner's role in this cooperative system. It is a

radical step and is likely to be accompanied by high costs and by legal battles.
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Discussion of opting out is often the result of frustration with the expanding role 

of the federal partner and of a realization that this expansion cannot be success­

fully countered by piecemeal resistance to individual intrusions on state preroga­

tives.

Before taking a radical step, alternatives should be considered, The level of inter­

ference by the federal partner has increased substantially since the unemployment 

insurance trust funds were placed in the federal unified budget in 1969. In attempts 

to reduce budget deficits, Congress has enacted several changes to the UI system. 

Although the changes may have been proposed primarily for their budgetary effect, 

they have had profound impact on the program and on the nature of t h e  federal/state 

cooperative arrangement. The key to a return to true partnership m a y  lie in removal 

of state trust funds from the federal unified budget. Alleviating budgetary pressure 

may accomplish many of the desirable goals of opting out without some of the negative 

aspects. That is, removal of the trust funds from the budget could reverse the 

tendency toward federal intervention and would not carry the potential to destroy 

the existing federal/state partnership.
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J a n u a ry  1 2 ,  1 9 8 1

S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  Mr. S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I am  t r a n s m i t t i n g  a b i l l  a l l o w i n g  t e m p o r a r y  
l i c e n s i n g  o f  q u a l i f i e d  a p p l i c a n t s  w h o  a r e  w a i t i n g  to t a k e  
e x a m i n a t i o n s  g i v e n  b y  t h e  B o a r d  o f  V e t e r i n a r y  E x a m i n e r s .

T h e  c u r r e n t  l a w  r e q u i r e s  a n  a p p l i c a n t  w h o  is q u a l i f i e d  to 
t a k e  t h e  v e t e r i n a r y  e x a m i n a t i o n s  t o  w a i t  u n t i l  c o m p l e t i n g  
all r e q u i r e d  e x a m i n a t i o n s  b e f o r e  b e i n g  a b l e  to w o r k  a t  
all. S o m e t i m e s  i t  w i l l  b e  m o n t h s  b e f o r e  a n  a p p l i c a n t  c a n  
t a k e  t h e  r e q u i r e d  e x a m i n a t i o n s .  T h i s  b i l l  w o u l d  a m e n d  
the s t a t u t e  t o  a l l o w  a n  o t h e r w i s e  q u a l i f i e d  a p p l i c a n t  to  
b e  t e m p o r a r i l y  l i c e n s e d  t o  w o r k  u n d e r  s u p e r v i s i o n  o f  a 
l i c e n s e d  v e t e r i n a r i a n  a f t e r  a p p l y i n g  to t a k e  t h e  r e q u i r e d  
e x a m i n a t i o n s .

T h e  b i l l  a l s o  c o r r e c t s  a n  e r r o r  i n  e w o r d i n g  o f  A S  
0 8 . 9 8 . r 50(9) o f  the c u r r e n t  l a w  w h i c h  c r e a t e s  t h e  f a l s e  
i m p r e s s i o n  t h a t  v e t e r i n a r y  t e c h n o l o g i s t s  m a y  p r a c t i c e  
v e t e r i n a r y  m e d i c i n e .
V

S i n c e r e l y ,

S ' / J ’S /S

J a y  S. H a m m o n d  
G o v e r n o r



MEMORANDUM State of Alaska
to Michael Thill, Committee Aide

Senate Committee on Labor & Commerce

date; March 13, 1981

FROM.
TELEPHONE NO:

SUBJECT: House Bill 55

FILE NO:

Department of Commerce and 
Economic Development

Responding to your memorandum of March 9, 1981, the following information 
is as you requested. This division's position in regard to the bill is 

that we support it. This is a c!ean-up method for AS 08.98. There is 

or will be no fiscal impact pertaining to this bill affecting this 
division. The statute the bill addresses is a matter of cleaning up 
some of the language and allowing applicants a temporary license with 

less stringent requirements.

Addressing the questions you proposed ~  the veterinarian examination is 
conducted twice yearly; this is in the months of December and May.
There are two examinations required; one is a national examination and 

the second being a State exam. Both examinations are administered by 

the State. The reason the examinations are given during the months of 
May and December is to coincide with other national examinations through­

out the country.

As related in the present statute, a temporary license is only given 
after a written e\amination. This temporary license is good only until 

the results of ine examination are returned, which usually takes about 
four to six weeks.

There is fee of $20.00 for a temporary license.

Presently, this division has not issued any temporary licenses.

There are presently 117 licensed veterinarians in the State.

In regards to doing the research for your response, we have found that 
there has been a decrease in applicants for the veterinarian examination. 
The present requirements outlined in the statutes are that an applicant 

can be licensed by credential; however, the applicant must meet certain 
requirements: 1) pass a national examination; 21 must work as a licensed 
veterinarian five of the past seven years; and 3) additionally must be 
licensed in another state. This area of i'censing does not deal with 
temporary licenses.

In regards to comments for S3 31, they will be followed up on a separate 

memorandum. If I can be of any further assistance, please do not hesitate 
to contact my division.

HDT/kkk5/3

0 2 -0 0 1 A (R c v .10 /79 )



(Alaska jita ie  Jlegtskture
Senate

Committee on CzSor & Commerce

Official Business

Pouch V 
State Capitol 

Juneau, Alaska 99811

S U M M A R Y  H B  5 5 :

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

c o n d u c t  s t a n d a r d s  a n d  m u s t  h a v e  cc leted t h e  e x a m i n a t i o n  b e f o r e  q u a l­

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

HB  55 a m e n d s  t h e  s e c t i o n  r e l a t i n g  t o  t e m p o r a r y  l i c e n s i n g  o f  v e t e r­

in a r i a n s .  A  p e r s o n  is e l i g i b l e  to  r e c e i v e  a t e m p o r a r y  l i c e n s e  if he 

m e e t s  t h e  f o l l o w i n g ;

1. C o m p l e t i o n  o f  e d u c a t i o n  r e q u i r e m e n t s

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

r e v i e w  p e n d i n g

3. H a s  n o t  n a d  a v e t e r i n a r i a n  l i c e n s e  r e v o k e d

4. H a s  a p p l i e d  for t h e  e x a m i n a t i o n  a n d  p r e s e n t l y  w o r k s  u n d e r  t h e  

s u p e r v i s i o n  of  a l i c e n s e d  v e t e r i n a r i a n

The a p p l i c a t i o n  for a t e m p o r a r y  l i c e n s e  m u s t  be  s x g n e d  b y  t h e  

s u p e r v i s i n g  v e t e r i n a r i a n  a n d  b e  a c c o m p a n i e d  b y  t h e  fee.

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

a l l  the e x a m i n a t i o n s  b e f o r e  b e i n g  a l l o w e d  to w o r k  at a l l .  T h i s  bi l l  

a l s o  c o r r e c t s  w o r d i n g  in t h e  s t a t u t e  w h i c h  g i v e s  the i m p r e s s i o n  that 

a v e t e r i n a r i a n  t e c h n o l o g i s t  m a y  p r a c t i c e  m e d i c i n e  ( v e t e r i n a r y ) .
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§ 08.98.010 B u s i n e s s  a n d  P r o f e s s i o n s § 08.98.'o0
or  o th er  sp ec ia lty  a c t  fe a tu r in g  any n u m b er o f  p e r fo rm e rs  f o r  w hich  a 
tick et is so ld  in advan ce f o r  p u rp oses o f  p ro fit  b y  a co n ce rt  p rom oter; 
the te im  d oes  n o t  include dram atic p er fo rm a n ce s ;

(2) ‘ ‘d ep a rtm en t” m eans the D ep artm en t o f  C om m erce  a n d  E conom ic 
D evelopm en t;

(3) “ p ro m o te r ”  m eans a  person  w h o  con tra cts  fo r  and  a rra n g es  a 
co n ce r t  fo r  p u rp oses  o f  p r o f i t  w h eth er e n g a g e d  fu ll tim e o r  p a rt tim e 
in th e  bu sin ess  o f  b ook in g  o r  h iring con certs . (§ 1 ch 114 S L A  1977)

Chapter 98. Veterinarians.
Article
1. Board of Veterinary Examiners (§§ 08.98.010 —  08.98.100)
2. Licensing (§§ 08.98.120 -  08.98.210)
3. Enforcement (§ 08.98.230)
4. Genera! Provisions (i 08.98.250)

A r t ic le  1. B o a r d  o f  V e te r in a ry  E x a m in e rs .

Section
10. Creation and membership o f  board 
20. Appointment ar.. term o f office 
30. Executive secretary o f board 
40. Board meetings 
50. Duties of the board 
60. Board regulations

Section
70. Duties of the department 
80. Department regulations 
90. Applicability of the Administrative 

Procedure Act 
100, Compensation

S ec . 08.9S.<)10. C re a t io n  and m em b ersh ip  o f  b o a rd . T h e re  is a B oard 
o f  V eterin ary  E xam iners. I t  con sists o f  three licen sed  veterinarians. (§ 1 
ch  91 S L A  1963; m § 1 ch  94 S L A  1966)

S ec . 08.98.020. V pp oin tm en t a n d  term  o f  o f f i c e .  The g o v e r n o r  shall 
appoint the m em bers o f  the b oa rd , w ith th e  con firm a tion  o f  the 
leg isla tu re , f o r  term s o f  fou r yea rs , o r  until their su cce s s o rs  are 
appointed. A  m em ber s e rv e s  at the p leasure o f  the g o v e rn o r . T he firs t 
m em bers sh a ll he initially appointed fo r  tw o-, th ree- and fo u r -y e a r  term s. 
(§ 1 ch 91 S L A  1963)

S ec. 08.98.030. E x e c u t iv e  se cre ta ry  o f  b o a r d . The com m iss ion er  o f  
com m erce  and  econom ic d eve lop m en t is the execu tive  se cre ta ry  o f  the 
board . (§ 1 ch  91 SL A  1963; am § 59 ch  218 S L A  1976)

Effect o f  amendment. —  The 1976 
amendment substituted "commissioner of

commerce and economic development" for 
"commissioner of commerce."

Sec. 08.93.040. B oa rd  m eetin gs. T he board  shall h o ld  a reg u la r  
annual m eetin g . T he b oa rd  mi y  hold special m eetin gs a t the ca ll o f  the 
chairm an w ith  prior a p p rova l a f the govern or . (§ 1 ch 91 SL A  1963)

j
Sec. 08.98.050. D u ties  o f  the b o a r d . The b oa rd  shall
(1) pass on  qu a lifica tion s o f  applicants for  licenses an d  issue licenses 

to  those w h o  quality;
241



§ 08.98.060 A la ska  Statutes § 08.98.090

12) prepare and  gra d e  exam in ation s, prov ided  th a t the b oa rd  m ay use 
exam ination s prep ared  b y  th e  N ation a l B oard o f  V e ter in a ry  E xam in ers;

(3) a fter  h ea rin g , have the a u th ority  to  su spend  o r  rev ok e  th e  license 
o f  a licensed veterinarian  w ho

(A ) obta ined  his licen se  b y  fra u d , m isrepresentation , o r  decep tion ;
(B ) is ch ron ica lly  d ru n k  or is a d ru g  addict;
(C) m akes untru th fu l sta tem en ts  a b ou t his p ro fess ion a l ability*, to  

sc licit bu sin ess;
(D ) d istr ibu tes a lcohol o r  d ru gs  e x ce p t  as req u ired  b y  the practice  o f  

veterinary  m edicin e , su rg e ry , o r  den tistry ;
(E ) in his p ro fe ss io n a l capacity , con ducts  h im se lf in a  w a y  that 

indicates he is n ot a com p eten t veterinarian ;
(F ) is con v icted  o f  a fe lo n y  o r  a n y  crim e in v o lv in g  m oral turp itude;
(G) fa ls ifie s  an o ff ic ia l state  o r  federa l ce rtifica te  re la tin g  to 

veterinary  m edicine. (§ 1 ch 91 S L A  1963; am § 2 94 S L A  1966; am § 1 
ch  54 S L A  1967)

Sec. 08.98.060. B o a rd  re g u la t io n s , (a) T h e  board  shall a d op t 
p rocedural regu la tion s  d escr ib in g  h ow  a person  applies f o r  and tak es 
an exam ination  under th is  chapter.

(b) The b o a rd  shall a d o p t su b sta n tiv e  regu la tion s
(1) d e fin in g  con d u ct w h ich , if  e n g a g e d  in by a veterinarian , is ev id en ce  

o f  in com petence ;
(2) s p e c ify in g  a p p rov ed  sch oo ls  under § 170(1) o f  this chapter;
(3) s p e c ify in g  the s u b je c t  m a tter  to  be co v e re d  in an exam ination  fo r  

veterinarians. (§ 1 ch 91 SL A  1963)

Sec. 08.98.070. D u tie s  o f  th e  d ep a rtm en t. T he departm en t shall 
furnish the b oa rd  with adm in istrative  sen d ees , including ren tin g  sp a ce  
fo r  holding exam in ation s , prin ting  and m ailing licen ses, sen d in g  n otices, 
b e fo re  D e ce m b e r  1 o f  each y ea r , that licen ses m u st be  ren ew ed , 
co llectin g  fe  -s and issu in g  rece ip ts , k eep in g  a cu rren t re g is te r  o f  
licensees, e m p loy in g  secreta ria l assistants, rep ly in g  to rou tin e  req u ests  
fo r  in form ation , p rin ting  form s and in form ational bu lletins, typ ing all 
m atter to b e  rep rod u ced , m aintaining re cord s  and com pleted  
exam inations, and k eep in g  re cord s  o f  receip ts and d isbu rsem en ts. (§ 1 
ch  91 S L A  1968; am  § 3 ch 94 S L A  I960)

Sec. 08 .98.080. D e p a rtm e n t re g u la tio n s . T h e  dep artm en t shall a d op t 
p rocedural regu la tion s  n ecessa ry  to  carry  ou t the duties im posed  on  it 
b y  § 70 o f  th is ch apter. (§ 1 ch  91 S L A  *1963)

Sec. 08.98.090. A p p lica b il ity  o f  th e  A d m in is tra tiv e  P r o c e d u r e  A c t
The A dm in istrative  P roced u re  A c t  (A S  44.62) app lies  to reg u la tion s  and 
p roceed in gs  under this chapter. (§ 1 ch 91 S L A  1963)-



§ 0S.98.180 A la ska  Sta tutes § 08.98.230

Legislative committee report. — report on CSH B-106 (Jud.), see 1970 House 
Chapter 245, SLA 1970 (HCSSB 399 am H), Joui nal Supplement No. 6. 
was identical to CSHB 406 (Jud.). For

S e c . O S ^ S .lS O .^ e m p o ra ry  lice n se . A  p erson  w h o  m eets the 
requ irem en ts  o f  § 170 o f  this ch a p ter  is en titled  to  b e  licen sed . A  license 
issu ed  u nder th is section  is va lid  until the resu lts  o f  the exam ination  
fo l lo w in g  the issu a n ce  o f  th e  license are pu b lish ed . N o  person  m ay 
r ce ive  m ore  than on e  licen se under this section . (§ 1 ch  91 S L A  1963; 
am  § 7 ch  94 S L A  1966)

S e c . 0 8 .9 8 .1 9 0 y F ees . The fo l lo w in g  fe e s  shall b e  im posed  under this 
ch a p ter  w hen  app licab le :

(1) exam ination  fe e  ........................................ ; ...............................................$25
(2) recip rocity  fe e  .................................................................................................. 25
(3) initial license fe e  .........................................................................................  25
(4) biennial ren ew a l .........................................................................................  50
(5) tem porary  licen se  ......................................................................................  10

(§ 1 ch  91 S L A  1963; am § 1 ch  53 S L A  1968)

S e c . 08.98.200. R e in s ta te m e n t  o f  lap sed  lic e n s e . A  p erson  w h ose  
licen se  has lapsed is entitled  to  have his license reinstated  w ith ou t tak in g  
an exam ination  u n less  his licen se  has rem ained  lapsed m ore  than fiv e  
y ea rs . (§ 1 ch 91 S L A  1963; am  § 2 ch 53 S L A  1968)

S e c . 08.98.210. O u t  o f-s ta te  v e te r in a r ia n . A. veterinarian  in g o o d  
s ta n d in g  in a v e ter in a ry  a ssocia tion  o f  an oth er sta te  or terr itory  o r  the 
D istr ict o f  C olum bia  w hich licen ses veterinarians to  p ractice  veterinary  
m edicine m ay be licensed  w ith ou t exam ination  and o th erw ise  upon 
su bstan tia lly  the sam e term s and cond itions as  are fix e d  in the 
ju risd iction  from  w hich  he h as com e fo r  the licensure o f  a veterinarian  
fro m  this sta te . A s  a p rerequ is ite  to licensure th e  board  shall requ ire  
a veterinarian  to ta k e  and p ass  an exam ination , u n less the applicant has

(1) passed  a sta te  veterinarian  exam ination ;
(2) en g a g e d  in the active p ra ctice  o f  veterin ary  m edicine fo r  at least 

f iv e  o u t  o f  the p rev iou s sev en  years b e fo re  filin g  the application  
e x c lu d in g  tim e sp en t in the m ilitary serv ice  o f  the U nited States;

t l , g ra d u a ted  fr o m  an a ccred ited  sch oo l of veterinary  m euicine;
(4) m et the ch a ra cte r  requ irem en ts estab lish ed  b y  the board . (§ 1 ch 

91 S L A  1963; am  § 8 ch 94 S L A  1966; am  § 2 ch 54 S L A  1967)

A r t ic le  3. E n fo r ce m e n t .

Section 
23(i. Injunction

Sec. 08.98.230. In ju n c t io n . W hen it appears that a person  has 
e n g a g e d  in o r  is a b o u t to e n g a g e  in an a c t  con stitu tin g  violation o f  
§ 120 o f  this ch ap ter , the board , through  its execu tive  secre ta ry , shall
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§ 08.98.120 A l a s k a  S t a t u t e s  S u p p l e m e n t

Cross reference. — For present 
provisions as to the power o f the board to 
enact regulations, see AS 08.98.050.

§ 08 .98 .165

E ditor's note. — The repealed section 
derived from § 1, ch. 91, SLA 1963.

Section

A r t i c l e  2. L ic e n s in g .

Section
120. License required 
130. [Repealed]
140. Content of examination 
165. Qualification for license 
170. (Repealed]

180. Temporary license 
184. Licensure by credentials 
186. Temporary permit 
190. Fees 
210. [Repealed]

S e c . 0 8 .9 8 .1 2 0 . L ic e n s e  r e q u ir e d .  N o person  m a y  p ra ctice  
v e ter in a ry  m ed ic in e , su rg e ry , o r  d en tis try  u n less  he is  licen sed  u n d er  
th is ch apter o r  has a te m p o ra ry  p erm it, excep t th a t a  v e te r in a ry  
tech n icia n  m a y  p erform  fu n ction s  au th orized  by reg u la tion  o f  th e  
board . (§ 1 ch  91 S L A  1963 ; am  § 7 ch  130 S L A  1980)

E ffect o f  am endm ent —  The 19°o 
amendment, effective July 1, 1980, added 
the language beginning "or has a

temporary permit" to the end of the 
section.

S e c . 0 8 .9 8 .1 3 0 . E x a m in a t io n .

R epealed  b y  § 16 ch  130 S L A  1980.

Editor's note. — The repealed section 
derived from § 1, ch. 91. SLA 1963.

S e c . 0 8 .9 8 .1 4 0 . C o n t e n t  o f  e x a m in a t io n ,  (a) T h e  ex a m in a tion  
shall be in  sub jects re la ted  to th e  p ractice  o f  v e te r in a ry  m ed icin e , 
surgery , a n d  d en tistry  an d  sh a ll in clu d e

(1) the e x a m in a tion  prep ared  by  the N a tion a l B oa rd  o f  V e te r in a ry  
M edical E xa m in ers  o r  o th e r  n ation a l v e te r in a ry  exam in ation  
d eterm in ed  to  be a cce p ta b le  by  th e  board ; and

(2) a stan d ard ized  w r itte n  ex a m in a tion  testin g  p ra ctica l sk ills .
(b ) T h e  board  m ay d em a n d  a practica l d em on stra tion  o f  sk ills . (§ 1

ch 91 S L A  1963; am  § 8 ch  130 S L A  1980)

Effect o f  am endm ent. — The 1980 
amendment, effective July 1, 1980,
designated th” provisions o f thio section as 
subsection ia), deleted "veterinary 
nnutomy, surgery, medicine, obstetrics, 
pathology, cncmistry, diagnosis, materia 
medico, therapeutics, physiology, sanitary

medicine, dentistry, and other scientific" 
preceding "subjecta" in the introdn tory 
language o f subsection (a), added all of Ee 
language beginning "and shall include" to 
the end of subsection (a), and nJJed 
subsection (bl.

V,
S e c . 0 8 .9 8 .1 6 5 . Q u a l i f i c a t io n

qu a lified  to rece ive  a licen se  as a
fo r  l i c e n s e , (a ) A n  a p p lican t is 
v eterin a ria n  w h o

§ 08.98.17

( l i  is a  
passed th  
E ducation  

f2> lias 
V e te r in a r  
determ ine 
section ,

(3) has 
(4i has 

board; anc 
(o ' has 

profession  
license is  i 
for cause i 

(b) A n  £ 
under (a)(! 
that he ha 
V e te r in a r  
the five y 
veterin arj 
another s 
substantia 
in  effect a 
ju r isd ictio

Effective 
SLA 1980,

S ec . 08  

R epeale

Cross rc 
provisions ct 
the repealed

S e c . 08,1 
requiremej 
licensed a 
and (4) a 
08.98.165d 
under th i 
published 
(§ 1 ch 9 
1980)
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§ 08 .9 8 .1 6 5

he repealed section 
>1. SLA 1963.

e
entials

m a y  p ra ctice  
licensed u n d er  
t a v e terin a ry  
illa tion  o f  th e

the end o f the

"

B u s in e s s  a n d  P r o f e s s io n s § 0 8 .9 8 .1 8 0

(1 ) is a g ra d u a te  o f  a n  a ccred ited  v e te r in a ry  sch oo l o r  w h o  h as 
passed  the ex a m in a tio n  o f  th e  A m erica n  V e te r in a ry  A sso c ia tio n ’s 
E du cation  C om m iss ion  fo r  F ore ig n  V e te r in a ry  G ra d u a tes ;

(2 ) has passed  an  e x a m in a tio n  prepared  b v  th e  N a t io n a l B oa rd  o f  
V e te r in a ry  M ed ica l E x a m in e rs  or an  e q u iv a le n t ex a m in a tio n  as 
determ in ed  b y  th e  board , or q u a lifie s  fo r  a n  ex em p tion  u n d e r  (b) o f  th is  
section ;

(3 ) has p a ssed  th e  w ritten  ex a m in a tion  o f  th e  state;
(4 ) has p a ssed  a p ra ctica l ex a m in a tion  o f  sk ills , i f  req u ired  b y  the 

b oa rd ; and
(5 ) has n o  d isc ip lin a ry  p roceed in g , u n reso lv ed  co m p la in t , or  

p ro fess ion a l a ssoc ia tion  re v ie w  p roceed in g  p en d in g  a t th e  t im e  a 
licen se  is to b e  issued , an d  h as not had  a v e te r in a r ia n  lice n se  rev ok ed  
fo r  cause in  a n o th er  ju r is d ic t io n .

(b ) A n  a p p lica n t is  ex em p ted  from  ta k in g  th e  e x a m in a tio n  req u ired  
u n d er  (a )(2 ) o f  th is  section  i f  h e  fu rn ish es p r o o f  a ccep ta b le  to  the b oa rd  
th a t h e  has passed  th e  ex a m in a tion  p rep a red  b y  th e  N a t io n a l B oa rd  o f  
V e te r in a ry  M ed ica l E x a m in e rs  or an  e q u iv a le n t ex a m in a tion  w ith in  
th e  five  y e a rs  b e fo re  a p p lica tion , o r  h as b e e n  in  a ctiv e  p ra ctice  o f  
v e te r in a ry  m ed ic in e  fo r  fiv e  o f  the seven  y e a rs  be fore  a p p lica tio n  in 
a n o th er  s ta te , te rr ito ry , o r  cou n try  w ith  licen s in g  req u irem en ts  
su b sta n tia lly  s im ila r  to  or h ig h e r  th an  th ose  o f  th is sta te  w h ich  w ere  
in  effect a t th e  tim e  th e  a p p lica n t o b ta in ed  h is licen se  in  the o th e r  
ju r isd ic tion . (§ 9 ch  130 S L A  1980)

exa m in a tion  
ary m edicin e , 

/
o f  V eterin a ry  
exam in ation

cal sk ills, 
o f  sk : !ls. (§ 1

other scientific" 
ihe introductory 
.added all o f the 
shall include" to 
(a), and added

app licant is

I

(I

Effective date. — Section 17, ch. 130, 
SLA 1980, makes this section effective

July 1, 1980, in 
01.10.070(c).

accordance with AS

S e c . 0 8 .9 8 .1 7 0 . Q u a l i f i c a t io n  f o r  e x a m in a t io n .

R epea led  b y  § 16 ch  130 S L A  1980.

Cross reference. — For present 
provisions covering the subject matter of 
the repealed section, see AS 08.98.165.

E ditor’s note. — Thi* repealed section 
derived froin§ 1 ,ch .91 .SLA 1963;§§ 5,6, 
ch. 94, SLA 1966; § 25, ch. 245. SLA 1970.

S e c .  0 8 .9 8 .1 8 0 . T e m p o r a r y  l i c e n s e . A  person  w h o  m eets the 
req u irem en ts  o f  A S  0 8 .9 3 .1 6 5 (a )(1 ) and  (5) is en titled  to be  tem p ora rily  
licen sed  a fte r  com p le tin g  th e  ex a m in a tion s  u n d er A S  0 8 .9 8 .1 6 5 (a )(3 ) 
and (4) an d  after co m p le t in g  the e x a m in a tio n  req u ired  u n d er A S  
08 .9 8 .1 6 5 (a )(2 ) or q u a lify in g  for an ex e m p tio n  to it. A  licen se  issued  
u n d er th is section  is v a lid  u n til the resu lts  o f  the e x a m in a tio n s  are 
pu b lish ed . N o  person  m ay rece ive  m ore  th a n  one tem p ora ry  licen se . 
(§ 1 ch  91 S L A  1963; am  § 7 ch 94 S L A  1966 ; a n  § 10 ch  130 S L A  
1980)
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// JAY S. HAMMOND, GOVERNOR

DEPARTMENT OF LABOR
OFFICE OF  THE COMMISSIONER

P. 0. BOX 1149 
JUNEAU, ALASKA 99811

Phone: 465-2700

April 15, 1982

The Honorable Bob Mulcahy

Chairman, Senate Labor & Commerce Committee

Alaska State Legislature

Pouch V

Juneau, AK 99811 

Dear Senator Mulcahy:

The Department of Labor was not aware of the requirements prescribed 

in Section 09.38.115, page 16 and 17, of Committee Substitute for 

House Bill No. 74 (Rules) until the bill was calendared by the House 

of Representatives. The department does have the information and the 
requirements of this section would not present a work load problem.

However, several technical changes are needed. The Consumer Price 

Index for Anchorage is only published bi-monthly and there is approxi­

mately a 30-day delay in publishing data. For instance, data published 
for January of a given year would not be available until the end of 

February. Therefore, the following changes are requested.

Page 16, line 17 should read:

"point, between the index for January of the even-numbered 

year . . . "

Page 17, line 7 should read:

"1) On or before June 15 of each year . . ."

There is no consumer price index for December and the date change 
wouic insure the department could adopt the regulation arid adhere to 
the statutory time requirements for promulgating regulations.



Thank you for your consideration of these amendments. If a hearing is 

scheduled, a representative of the department would be available to 
provide testimony. A fiscal note is enclosed.

Sincerely,

Judy Knight 

Legislative Liaison 

Enclosure
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Official Business

* , ' ■ . ' * * '7 - i. i y \Alaska State Legislature
Senate

Labor & Commerce Committee
Pouch V 

State Capitol 

Juneau, Alaska 99811

C o m m i t t e e  M e e t i n g  M i n u t e s ; 1 June, 1 9 8 1

T h e  S e n a t e  L a b o r  a n d  C o m m e r c e  m e e t i n g  w a s  c a l l e d  t o  o r d e r  b y  

S e n a t o r  M u l c a h y ,  and all c o m m i t t e e  m e m b e r s  w e r e  p r e s e n t .  T h e  C h a i r­

m a n  i n v i t e d  p u b l i c  t e s t i m o n y  t o  a d d r e s s  C S  H B 9 4 a m .

J a c k i e  M a c C l i n t o c k ,  D i r e c t o r  o f  the D i v i s i o n  of W o r k e r ' s  C o m p­

e n s a t i o n ,  D e p a r t m e n t  o f  L a b o r  p r o v i d e d  t e s t i m o n y  o n  CS H B 9 4 a m  t h r u  

a s e c t i o n a l  a n a l y s i s  o f  t h e  b i ll. U p o n  t h e  c o m p l e t i o n  o f  h e r  s e c­

ti o n  b y  s e c t i o n  o v e r v i e w ,  s h e  e l a b o r a t e d  o n  V o c a t i o n a l  R e h a b i l i t a t i o n  

e f f o r t s  s t r e s s i n g  t h e  p o s i t i v e  b e n e f i t  t o  t h e  S t a t e ,  e m p l o y e r s ,  t h e  i n­

j u r e d  w o r k e r s ,  and t h e i r  f a m i l i e s .

S e n a t o r  M u l c a h y  e n t e r t a i n e d  q u e s t i o n s  of  t h e  c o m m i t t e e  m e m b e r s ,  

a n d  S e n a t o r  R o d e y  w i s h e d  to k n o w  if C S H B 9 4 a m  h a d  b e e n  e x t r a c t e d  f r o m  

the o r i g i n a l  w o r k e r ' s  c o m p e n s a t i o n  s t u d y  c o m m i s s i o n  to w h i c h  Ms. M a c ­

C l i n t o c k  r e s p o n d e d  a f f i r m a t i v e l y .  S e n a t o r  Z i e g l e r  q u e s t i o n e d  t h e  e x­

p a n s i o n  o f  t h e  w o r k e r ' s  c o m p e n s a t i o n  b o a r d ,  a n d  it w a s  e x p l a i n e d  t h a t  

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

S e n a t o r  F a h r e n k a m p  a e k e d  a b o u t  t h e  p r e m i u m  i n c r e a s e s  r e l a t i v e  to the 

6% r e q u i r e m e n t  in t h e  b i l l  a n d  J a c k i e  M a c C l i n t o c k  r e s p o n d e d  t h a t  t h e  

D i v i s i o n  o f  I n s u r a n c e  p r o j e c t e d  a 1% p r e m i u m  i n c r e a s e  t o  a s s u r e  the 

s o l v e n c y  o f  t h e  s e c o n d  i n j u r y  fund.

S e n a t o r  M u l c a h y  a s k e d  if t h e r e  w e r e  a n y  f u r t h e r  q u e s t i o n s  o r  p e o p l e  

w h o  w i s h e d  to t e s t i f y .  A  m o t i o n  w a s  m a d e  t h a t  C S H B 9 4 a m  s h o u l d  m o v e  

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

a d j o u r r  ad.



Senate
Labor & Commerce Committee

Official Business Pouch V 

State Capitol 

Juneau, Alaska 99811

C S S B  9 4 am; S e c t i o n a l  A n a l y s i s :

S e c t i o n  1: A d d s  a d d i t i o n a l  p a n e l  t o  t h e  W o r k e r ' s  C o m p e n s a t i o n  B o a r d

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

a n y  d i s t r i c t .  M e m b e r s ,  e x c e p t  t h e  C h a i r m a n  o r  h i s  d e s i g n e e s ,  a r e  a p­

p o i n t e d  p u r s u a n t  to A S  2 3 . 3 0 . 0 0 5 ,  a n d  at  t i m e s  h a v e  s c h e d u l i n g  c o n­

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

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

v i d e  t h e  r e s o u r c e s  to c o n d u c t  a d d i t i o n a l  h e a r i n g s  w h e n  t h e  w o r k l o a d  

r e q u i r e s .

S e c t i o n  2; E x p a n d s  t h e  b a s e  f o r  c o n t r i b u t i o n s  t o  t h e  s e c o n d  i n j u r y  

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

o f  t h e  fund. C h a n g e s  t h e  b a s e  f o r  payrrents t o  t h e  f u n d  f r o m  permane.it 

p a r t i a l  d i s a b i l i t y  to p e r m a n e n t  t o t a l ,  t e m p o r a r y  to t a l ,  a n d  t e m p o r a r y  

partiaJ. d i s a b i l i t y .  U n d e r  S e c t i o n  7, an i n i t i a l  c o n t r i b u t i o n  rat. o f  

6% is e s t a b l i s h e d ,  w h i c h  w i l l  b u i l d  t h e  r e s e r v e s  b e f o r e  a s ] i d i n g  r a t e  

s c a l e  t a k e s  e f f e c t  i n  1983. A l l o w s  a m o r e  r e a l i s t i c  m a i n t e n a n c e  a l l o w­

a n c e  o f  $200 a m o n t h  a n d  t o t a l  m a x i m u m  e x p e n d i t u r e s  f o r  r e t r a i n i n g  t o  

$ 1 0 , 0 0 0  in o r d e r  to c o v e r  a n  i n f l a t i o n a r y  r i s e  i n c o s t s  for r e h a b i l i t­

a t i o n  o r  r e t r a i n i n g .  A l s o  t r a n s f e r s  t h e  a d m i n i s t r a t i v e  e x p e n s e s  o f  the 

S t a t e  f r o m  t h e  r e s o u r c e s  of t h e  s e c o n d  i n j u r y  f u n d  to t h e  g e n e r a l  fund. 

S e c t i o n  3; A m e n d m e n t s  a r e  a d m i n i s t r a t i v e  " h o u s e k e e p i n g "  c h a n g e s  to 

e n a b l e  t h e  D i v i s i o n  a n d  B o a r d  t o  s t r e a m l i n e  t h e  p r o c e s s i n g  o f  c l a i m s  

a n d  p r o v i d e  c u r r e n t  c l a i m  i n f o r m a t i o n  a n d  i n j u r y  statistic ^1 d a t a  to 

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

1. C l a r i f i e s  a c o n t r o v e r t e d  c l a i m ,  a n d  t h e  r e q u i r e m e n t s  u n d e r  

w h i c h  c lotice o f  c o n t r o v e r s i o n  m u s t  b e  filed.

2. R e q u i r e s  n o t i c e  to b e  f i l e d  w i t h  t h e  b o a r d  w h e n e v e r  p a y m e n t  

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

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

3. R e q u i r e s  p e r i o d i c  r e p o r t i n g  of  a l l  p a y m e n t s  m a d e  o n  c l a i m s



,  :  .  .

• •
w h i c h  w i l l  b e  u s e d  to  p r o v i d e  t h e  p u b l i c  a n d  p r i v a t e  s e c t o r s  w i t h  

c u r r e n t  a n d  a c c u r a t e  s t a t i s t i c a l  d a ta.

S e c t i o n  4: T h i s  s e c t i o n  is a  - m ded to i n c l u d e  a d e f i n i t i o n  f o r  t h e

t e r m  " r e s e r v e  r a t e "  a s  u s e d  i n  s e c t i o n  2.

S e c t i o n  5: R e p e a l s  p r o v i s i o n  o f  A S  2 3 . 3 0 . 1 5 5  (g) d u e  t o  p r o p o s e d  l e g­

is l a t i o n .
*

S e c t i o n  6: C l a r i f i e s  t h a t  t h e  a m o u n t  o f  p a y m e n t  to t h e  s e c o n d  i n j u r y

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

a n c e  w i t h  t h e  v e r s i o n  o f  A S  2 3 . 3 0 . 0 4 0 ( b )  t h a t  w a s  in e f f e c t  o n  t h e  d a t e

of i n j u r y  t o  t h e  e m p l o y e e .

S e c t i o n  7: S e c t i o n  e s t a b l i s h e s  a n  i n i t i a l  c o n t r i b u t i o n  r a t e  o f  6% b e g­

i n n i n g  J u l y  1, 1981 a n d  e n d i n g  D e c e m b e r  3 1st, 1982, w h i c h  w i l l  b u i l d  

r e s e r v e s  b e f o r e  a s l i d i n g  r a t e  s c a l e  t a k e s  e f f e c t  in  1983.

S e c t i o n  8: P r o v i d e s  for an  e f f e c t i v e  d a t e  for t h e  b i l l  of  J u l y  1, 1981.
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