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13. Page 5, Line 1:
insert the word "warranty" following "and".

14. Page 6, Line 8:
Delete the words "includes a dealer or other person" 

the words "means a person".



AMENDMENTS MADE TO CSSB 286 BY THE
HOUSE LABOR AND COMMERCE COMMITTEE SUB-COMMITTEE

1. Page 1, Line 29:
Insert the word "certified" following "by".

2. Page 2, Line 1:
Insert the words "dealer or" following "its".

3. Page 2, Line 11:
Delete "30 days or more" and in its place insert "within 60 days".

4. Page 2, Line 12:
A new sentence is added to paragraph (4) which reads "Within 30 

days after receiving the notice required by this subsection the man­
ufacturer may make a final attempt to conform the vehicle before a 
refund is made under (b) of this section."

5. Page 2, Line 13:
Delete paragraph ( a) .

6. Page 2, 
Insert

Line 23:
the words "dealer or" before the word "repairing".

7. Page 2, 
Insert

Line 26:
the words "dealer or" before the word "repairing".

8. Page 3, Line 6:
A new paragraph (2) is added which reads " the nonconformity 

makes the vehicle unsafe to operate and the same nonconformity has 
been subjev.* to repair at least twice by the manufacturer, d istributor, 
dealer, or repairing agent during the express warranty term or the 
one-year period referred to in (1) of this section, whichever period 
terminates f irs t ,  but the nonconformity continues to exist; or"

9. Page 3, Line 6:
Tho original paragraph (2) is re-titled (3) and is inserted follow­

ing the new paragraph (2) .

10. Page 3, Line 20:
Insert the word "full" following "the".

11. Page 3, Line 25:
Insert the word "or" following manufacturer, delete "or repairing 

agent" and insert the words "in the state" following distributor. Both 
commas on this line are also deleted.

12. Page 4, Line 4:
Delete "sold in the state shall maintain repair facilities or author­

ize repairing agents" and insert "who authorize the sale of the man­
ufacturer's or distributor's motor vehicles in the state shall maintain 
authorized dealership facilities".



13. Page 5, Line 1:
Insert the word "warranty" following "and".

14. Page 6, Line 8:
Delete the words "includes a dealer or other person" and insert 

the words "means a person".



2. Page 2, Line 1:
Insert the words “dealer or" following "its".

3. Page 2, Line 11:
Deiete "30 days or more" and in its place insert "within 60 days".

4. Page 2, Line 12:
A new sentence is added to paragraph (4) which reads "Within 30 

days after receiving the notice required by this subsection the man­
ufacturer may make a final at ipt to conform the vehicle before a 
refund is made under (b) of t h . j  section."

5. Page 2, Line 13:
Delete paragraph ( d) .

6. Page 2, Line 23:
Insert the words "dealer or" before the word "repairing".

7. Page 2, Line ?5:
Insert the words "dealer or" before the word "repairing".

8. Page 3, Line 6:
A new paragraph (2) is added which reads " the nonconformity 

makes the vehicle unsafe to operate and the same nonconformity has 
been subject to repair at least twice by the manufacturer, d istributor, 
dealer, or repairing agent during the express warranty term or the 
cne-year period referred to in (1) of this section, whichever period 
terminates f irs t,  but the nonconformity continues to exist; or"

9. Page 3, Line 6:
The original paragraph (2) is re-titled (3) and is inserted follow­

ing the new paragraph ( 2) .

10. Page 3, Line 20:
Insert the word "full" folic ling "the".

11. Page 3, Line 25:
Insert the word "or" following manufacturer, delete "or repairing 

agent" and insert the r ords "in the state" following distributor. Both 
commas on this line are also deleted.

12. Page 4, Line 4:
Delete 'sold in the c tate shall maintain repair facilities or author­

ize repairing agents" an. insert "who authorize the sale of the man­
ufacturer's or distributor s motor vehicles in the state shall maintain 
authorized dealersh'p facilities".



13. Page 5, Line 1:
Insert the word "warranty" following "and".

14. Page 6, Line 8:
Deiete the words "includes a dealer or other person" and insert 

the words "means a person".



Deleting; finance charges from r e fund, c o n t i n u e d - -

Under the "Rule of 78s" w h i c h  A laska lav; says must be 

used to compute interest on early payment of a retail sales 

installme..;. loan, h ere is an example of h o w  a consumer will be 

penalized for the use of a lemon, if the finance charges are 

deleted from the bill.

Buyback of a lemon, used 12 out of 13 months;

Original cose of v e h icle $12,000.00
M a x i m u m  allowance for consumer

use (deduction) - 1,710.00
Buyback Re fund $10 , 290.00

If accrued finance charges are dropped from the bill, 
consumer's true purchase cost (without additional damages) is:

Down Payment $ 2,000.00
12 payments 3,350.04
Loan payoff  8,096.42

Total cost $13,446.46

Less Buvback Refun d $10,290.00

Consumer's cost to use car 12 months: $ 3,156.46

PRECEDENT:

Massachusetts, Delaware, and New Jersey specifically 

include finance charges in the refund. Six or seven more states 

allow refund of "full p urchase price" plus a b r o a d  category of 

collateral charges (interest not specifically  included or 

e x c l u d e d ) .



Tfrree/iiig, nut unviug
By H E P . M IK E  M IL L E R

One of tho nios’; im portan t consum er p ro te a io n  hills before  the 
legislature this year would, if passed , fo rce autom obile  m anufac­
tu rers to  rep a ir o r  rep lace  " lem o n s”  sc/ld to  Alaskan car 
purchasers.

This legislation is literally  a m a tte r  of life and dea th . One K enai 
Peninsu la residen t lost fam ily m em bers because  of defects in a 
car he  purchased  as new . T his is ju s t one of m any actual and 
potential traged ies on our roads d ue  to defective autom obiles — 
vehicles supposedly brand new  and  ju st off the  show room  floor.

A ccording to the  C onsum er P ro tec tion  Division of the  Alaska 
A ttorney G en e ra l's  Office, betw een  800 and 900 Alaskans 
purchase d e feu i w: veh.ydes each  year.

Most of us art.- c a r ow ners, and purchasing  i now ca r is one of 
the  m ajor financial com m itm en ts we m ake. As sponsor of the  
H ouse version of th e  " lem o n  b ill,”  I f e d  very strongly that 
autom obile  m w nufsclurers have a  responsibility  to  D o se  who 
purchase th e ir  ca rs. 'U nfortunately , case after c m  show n th a t the 
m anufacturers often lum  -a deaf e a r  to  the  ow ner; of th t  cars tha t 
spend m ost of th e ir Vme in the  shop.

CSSB 286, th e  Senate version of the  loi..*:i M l, vas iid ioduced  
by Sen Bill Re.) am/, has passed the  Senate.. TheT.viu»;.* »i, ik ir  and 
C om m erce C om m ittee  is cu rren tly  conducting j^flclc  h r  trmgs on 
this legislation. I strongly encourage citizen.1 to hisiit'y I » favor of 
this crucial leglslsi/iiun.

U nfortunately , pow erful econom ic in te rest groups a u- cu rren tly  
' tryircg i|a w a te r the  bill dow n, so tha t burtinccs can go on as usual. 

That is the  reason  strong citizen response is so im po rtan t right 
now.

Th« bill passed by the  Senate  gives strong  pro tection  to the 
purchaser of a. defective car, w hile  pu tting  the  responsibility on 
the m anufac tu rer, not th e  A laskan dealer. T he  bill req u ires the

m an u fac tu rer to  buy back defective vehicles if th e  defect is not 
rep aired  — u n d e r the  te rm s of the  m an au fac tu re r’s  own w arran ty  
— w ith in  a y ea r a fte r  purchase. A ca r is considered  a " le m o n "  if 
the  sam e d efec t has been  su b jec t to  re p a ir  th ree  o r m o re  tim es 
w ithin  th a t year, o r  if the  vehicle has been  in th e  rep a ir shop for a 
to tal of 30 o r m o re  business days during th e  year.

If these  conditions a re  no t m e t, th e  ow ner of th e  lem on vehicle 
then  has th e  righ t to full refund  of the  purchase  price  of the  car, 
including finance charges, less d ep recia tion  and any dam age done 
w hile in the  ow n er’s possession.

A m ong o th e r provisions, th e  bill requ ires m an ufac tu rers  to  
notify the  buyers of Iheir rights u nder th e  legislation.

W hat could be  m ore fair? T his is already  being done in 
M assachusetts and California, and th e re  is no reason  for Alaska 
n o t to  p ro tec t its c itu e n s  in th is m anner.

U nfortunately , bolh  dealers and  m anufac tu rers a re  a ttem p tin g  
to  take the  tee th  oul of the  bill. *

D ealers w an t the  hill am ended  to change the num ber of allowed 
repairs from  th ree  to  four; to dele te  finance charges from  the  
re im b ursem en t req u irem en t; and to  p lace responsibility  of n rtify- 
ing consum ers of Ineir w arran ty  rights w ith  th e  sta te , not the  
.ran u fa c tn re r . i*

M anufactu rers also  w an t the bill w eakened. C urrently , Alaska is 
tb< v>r.y s ta te  In the  nation  in which tire ca r ow ner m ust pay air 
fniglM \! p a r ts  m usi be  o rdered  from  outside. T he bill would close 
this lto p h o le  by requiring  the  m a n a u fa d u re r  to  pay a ir  freight 
jt;.si .Vi fiir.y do  in th e  o th er 49 sta tes. M anufactu rers w ant this sec­
tion oill dele ted .

M ar. iii.irturers also w an t to  d ele te  the  section that requires 
them  U  pay back finance charges to the  lem on ow ner. T h e  reason 
for rcf//ijl'..1ng th e  repaym en t of financing in te rest charges is s im ­
ple: : rd ing  to  th e  A ttorney  G en era l’s testim ony, 75 percen t of

all cm .; purchased  in Alaska a re  financed . M any cars a re  financed 
thro  igh dea lersh ip s and  m an ufac tu rer’s subsid iaries. In  fact. 
G en era l M otors A cceptance C orp. finances 80 percen t of all GM 
cars so ld  in th e  sta te . D ealers m ake m oney if a ca r is financed in 
this way. T hey certainly  don’t  w an t to  have to  give it back, even if 
the  e a r  they sold is a lem on.

I  also have som e am en d m en ts  tha t I  would like to see, because 
in co n tra s t w ith  th e  opinions of th e  dea le rs  and  m anufacturers, I 
don ’t  thi nk the  bill goes fa r enough.

I think tha t purchasers of lem ons should  also be  reim bursed .for 
the ir out-of-pocket expenses fo r necessary ca r ren ta l w hile their 
lem on is being rep a ired , and also  for any towing charges resulting 
from  w arran ted  failures.

If th e  d efec t is o ne  affecting the  life safety  of passengers, I think 
the  d ea le r  should  b e  allow ed only tw o a ttem p ts  a t  repair instead 
of th re e  before  th e  refund  process triggers.

Y o u r local Legislative In fo rm ation  Office can provide you w ith 
a copy of th e  bill, ,-nd w ith  d ates and tim es of upcom ing com mit-, 
tee  hearings, th e  nex t one being W ednesday a t  8:15 a.m . You can 
also call the  L .I.O . to  send a  Pub lic  Opinion M essage to your 
leg islators in su pp ort of this all-im portan t consum er protection 
Issue, as w ritten  o r stronger.

I can th ink  of few issues this year th a t will affect public safety 
and  w ellbeing as m uch  civ the passage of this bill.

U nfortunately , I am  afraid  th a t econom ic in te rests m ay be talk­
ing louder than  the  public in terest.

D o n 't let the  House L abor and C om m erce C om m ittee  turn  the 
lem on ca r bill into a law that is itself a weak lemon!

R ep. M ike M iller of Ju neau  is IIcusc  Dem ocratic m inority 
ten d er and a six-term  v eteran  in the  s ta le  House of R epresen­
tative!:.

c H ' n a u  ' t o y / ' K -  v //7/fjiy
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MARCH 22, 1984

TO : JOHN

FROM: KEN

RE: CSSB 296 "RELATING TO CERTAIN LICENSES, PERMITS, AND ‘

REGISTRATIONS"

THE PURPOSE OF SENATE B ILL 296 IS TO REDUCE THE AMOUNT 

PAPERWORK AND PREPARATION REQUIRED TO OBTAIN OR RENEW A 

LICENSE, PERMIT, OR REG ISTRATIO N. UNDER CURRENT STATUTES 

REGISTRATION AND RENEWAL FEES ARE PAID ON AN ANNUAL 

BASIS. THIS LEGISLATION SET UP A BIENNIAL RENEWAL SYSTEM 

AND DOUBLE THE DOUBLE THE FEES.

FOR YOUR CONSIDERATION:

JOHN LINDAUER HAS PROPOSED A NUMBER OF AMENDMENTS TO 

THIS BILL WHICH WOULD AIDE THE DEPARTMENT OF LABOR IN 

THEIR FEE AND C ER TIFIC A TE STRUCTURE. THE DEPARTMENT OF 

COURSE SUPPORTS THE AMENDMENTS. HALFORD AND BENNETT, 

WHO SPONSORED THE BILL O R IG IN A LL Y, SAY THEY SEE NOTHING 

WRONG WITH ALLOWING THE AMENDMENTS TO BE ADDED.



Q U E S T I O N S :

1. WHY DOES SB 296 R ESTRIC T ITS APPLICATION TO ONLY THESE 

BILLS ?

2. WHY HAS THE DEPARTMENT CHOSEN 296 FOR THESE SUGGESTED 

AMENDMENTS AND WHY ARE TH EY NECESSARY ?
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STATE OF ALASKA 1984 l e g i s l a t i v e s e s s i o n

FISCAL MOTE

Revision Date: 2/21/84

REOUEST _  „„ _  FISCAL DETAIL „ _ „ . „
Bill/Resolution f.'o.: CS SB 296 Agency Affected: Commerce 5 Economic Dev.

Ti t l e : 11 A n  A c t  r e l a t i n g  to Program Category Affected:___________________

n n n un 1 - h i c n n i :i 1 l i c e n s i n g "  _P i il~> I i c P r n t o c t i o n 1 , ________________
Sponsor; [ :,i,0 ,. <-, c.n minor,-o fmnm' OKU, Program or S u b p r o g r a m ^ )  Artec tea:

Requestor :sr»nnt n r  FI l a s o n ________ .Occupaf. i o n a 1 l.i m n  s i ng__________________
Date of Request: 2 J 2 S H M  _________________________________________

FY 84 FY 8"S FY 8b FY 37 FY 88 FY 89
AT ING
<AL SERVICES

..ACTUAL

*41)0 -oAPLIES

500 EQUIPMENT
. . . . . .  .

600 LAND L STRUCTURES

700 CRANTS, CLAIMS

300 MISCELLANEOUS

TOTAL OPERATING U 0 0 u 0

1 CAPITAL I I  1 1 l

1 REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Doll a rs)
CE..ERAL FUND

. . j . .  .  . . . .
.............  I 1 1

FEDERAL FUNDS 1 1 1 :
OTHER 1 1 1 1 i
total 0 0  i 0 0 | 0  i 0  1

POSITIONS:
FU LL -nM E  

PART-TIME 

TEMPORARY

....................... 1

!

1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT DF BILL:

N/A

ANALYSIS: Attac:ac); a separate pagi 
j(j/ci'\/U£\

Prepared By: Darrell Miller 
Division: Occupatio nal l.iecrts P/Ti;

ge for analysis (sec attached)

Phone: 465-253^ 

Date: 2 /2 1/84

Approved by Commission0 : Richard A. I.yon_______ Date: f ^ Lf-
Agency:______ Commcr- c »‘i licononnc l>ovelo|)iiu?nt *

Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agcncy(ies) 12/1/83



C!> SENATE iJILL NO. 296

F I S C A L  A N A L Y S I S :

T h o  a n a l y s i s  o f  t h i s  b i l l  is c o n f i n e d  t o  S e e .  1 5 2 ,  r e g i s t r a t i o n  

a n d  r e n e w a l  f e e s  for c o n s t r u c t i o n  c o n t r a c t o r s ;  S e c .  3, initis.l 
l i c e n s e  a n d  r e n e w a l  f e e s  f o r  g u i d e s ;  a n d  S e e .  8, r e n e w a l  o f  

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

h a s  n o  i m p a c t  o n  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  f u n c t i o n s .

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

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

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

U n d e r  e x i s t i n g  s t a t u t e s ,  c o n t r a c t o r  r e g i s t r .t i o n , g u i d e  l i c e n s e s  

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

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

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

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

c o n c e r t  p r o m o t e r s  r e g i s t r a t i o n ,  t o  b e  i n c r e a s e d  1001.

In e f f e c t  t h i s  is n o  n e t  i n c r e a s e  in t h e  f e e  s t r u c t u r e .  T h e  

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

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

o f  r e v e n u e  g e n e r a t e d  in a li cci i s c / r e  g i s  t r a t i  on r e n e w a l  y e a r  

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

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

r e n e w a l  r e q u i r e m e n t  is m a i n t a i n e d .



FISCAL’ NOTE

ptevision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.: CS SB 296 (L&C'ft'giency Affected: Public Safety______
Title: An Act relating to certain Program Category Affected: 
licenses, permits, and registratio;is... Life & Property Protection

Sponsor: H a l f o r d ____________ “ BRU, Program or Subprogram(s) Affected:

Requestor: henate L & C  _________ ’ Division of Motor Vehicles_________
Date of Request: 2-21-34 ~Z., _____

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATIC
FY 84 FY 85 FY 86 TY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

400 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

TOTAL OPERATING •" (j- - 0 - - 0 - - 0 - -0- - 0 -

I CAPITAL | | | |

1 REVENUE

FUNDING: (Thousands of Dollars)
r.FWPRAi pnwnCENERAL FUND 

FEDERAL FUNDS 

0 CHER 

TOTAL

%

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

/ M
Prepared 3y:________Bill Browm ^  Phone: 465-4335
Division:___________Motor Vehicles ______ Date: 2-21-84

Approved by pommissioner:_J;  L'V/w/) /fC Date:
Agency: jjA'frub.lic Safety J '' .

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 

Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



STATE OF ALASKA 1384 LEGISLATIVE SESSION
riSCAL NOTE

Revision Date 2/21/84

CSSB 296

REQUEST
Bill/Resolution No:____________________

Title: Extending the periods for which 

certain liens, prmts & reqi'-trtns are 
vaj_id & adjusting fees for certain lens,
prints b registrns._____________________
Sponsor: Halford b Bc-nnett_____________
Requestor: Senate Labor & Commerce C:nt. 
Date of Request:________

FISCAL DEI All.
Agency Affected: Revenue
Program Category Affected: Revenue 
Management & Collection__________

BRU, Program or Subprogram(s) Affected: 
Public Services Division BRU

EXPENDITURES/REVENUES: (Thousands rf Dollars)

I i rY 84 | FY 86
\ OPERATING

FY 8o

I
I 100 PERSONAL SERVICES 
: 200 TRAVEL
( 300 CONTRACTUAL
I 400 SUPPLIES
I 500 EQUIPMENT
I 600 LANDS & STRUCTURES 
| 700 GRANTS, CLAIMS
I 800 MISCELLANEOUS
I TOTAL OPERA IING ■| -0- I - 0 - I - 0 -

FY 87 | FY 88 | FY 89

I

- 0 - 0 - I - 0 -

CAPITAL

I_______REVENUE (General Tumi)-

FUNDING: (Thousands of Dollars)

12.U T O T O  | (12.0) | TO "

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL | - 0 - | - 0 - | - 0 - 0 - | - 0 - | - 0 -

POSITIONS:

I FULL-TIME 
| PART-TIME 
! TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL

ANALYSIS: Revenue figures reflect timing of biennial license sales

1

Prepared By: Martin J. Richard

Division: Public Services Division

Approved by Commissioner: 

Agency: _____________ (I

Phone: 465-2392 
Date: 2/21/34

Date:

Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 
_Requestor_.
Office of Management and Budget 

Impacted Agency(ies)



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
Oili/Resolution N o . : SB 296_____  Agency Affected: Dept, of Fish & Game

Title: an act relating to certain Program Category Affected: Natural__

licenses, permits, and registrntions________________ Resource_Management___________

Sponsor; H a K o r d  & Bennett  BRU, Program or Subprogram(s ) Affected:
Requestor; Eliiison (L & C)__________  Commercial Fisheries Entry Commission

Date of Request.:_____ 2/21/84__________________________________________________

EXPEND ITURFS/REVENUES; (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES 14.1 0 0 0

200 TRAVEL

300 CONTRACTUAL

400 SUPPLIES
500 EQUIPMENT

600 LAND 4 STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 14 .1 0 0 0

CAPITAL 0 0 0 0

! REVENUE 0 0 0 0

FUNDING: (Thousands of Doll ars)
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORAL

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

NONE REQUESTED

ANALYSIS: Attach a separate page for analysis

Prepared By:____Christine Kelly,-/Licensing Admn.  Phone: 465-4081
Division: C-mmiorcinl. Fisheries Entry Comm.______  Date:____ 2/24/84

Approved by Commissioner: A )  S y / ______

Agency: Commerc ini Fisher ics Entry CoOmi._____7
Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Date:

~ 7  Y  ’

12/1/83



FISCAL NOTE: SB 296 ANALYSIS

The implementation of optional two year licensing of commercial fishing 

vessels will increase operating costs by approximately $14.1 in the 

first year of implementation as system analysis and programming necessary 

to adapt on-line licensing files is estimated to take three months. In 

subsequent years there will be no increase in operating costs.

Revenue w i l l  not increase or decrease as a result of this legislation 

because the number of vessel licenses issued per year wil l  not be affected. 
Vessel owners that choose the two year option will receive the license 
for the first year immediately upon the Commission's receipt of the 

application and the license for the second year wi l l  automatically be 
issued prior to the start of that year.

%
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ULMER REXALL & TRUE VALUE HARDWARE

O

23 M a r c h  1984

Honorable Joe L. Haves 
S P E AKER O F  THE HOUSE 
of R epresenta tives 
Po u c h  V
Ju n e a u  , A l a s k a  99811 

Dear Joe,

Ma n y  thanks for y o u r  letter of March 17. It is g r a t i f y i n g  to me 
to know that y o u  , R e p r e s e n t a t i v e  Cowdery, and S e nator E l i a s o n  
are taking a hard look at w h a t  is happening r e g a rding 
i m p l e m e n t a t i o n  of A ? ’ska's C o n t r o l l e d  Substance A c t  and 
p a r t i c u l a r l y  AS 17.. of that Act.

The Board of Pharmacy was h a n d e d  the ball by the L e g i s l a t u r e , a l o n g  
w i t h  fundin g to hire an E x e c utive Secretary and Investigator. 
U n f o r t u n a t l y  these titles w e r e  not included as s p e cific w o r d i n g  
in the lavr , although these positions were r e p e a t e d l y  
m e n t i o n e d  w h e n  the l egisl ation was being c o n s i d e r e d  and passed.

Board request s .for an E x e c u t i v e  S ecretary , have r e p e a t e d l y  been 
i g nor ed by the Governor, the C o m m i s s i o n e r  of Comme r c e  , and the 
Di r ec tor of O c c u p a t i o n a l  L i c e nsing (DOL). I b e l i e v e  all of them 
have a m i s c o n c e p t i o n  of the i n tent , the i mportanc e , and the 
timely im p l e m e n t a t i o n  of the Law.

F e d eral s t a t i s t i c s ,on file w i t h  the Alaska D e p a r t m e n t  of L a w  ,
show that con trolled s u b s tanc e from the legitimate i n d ustry 
account for some 60 % of deaths of patients b r o u g h t  to 
hospita l e m e r g e n c y  rooms w i t h  drug related problems ( n a t i o n  wide) . 
Statisti cs also show ,over 60% of drug related problems of p a t i e n t s  
being treated in hospital e m e r genc y rooms, come from drugs from the 
legitimate industry. T hese  drugs are obta ined by armed robbery, 
by after hour breakins, by pre scr i p t i o n s  from u n s c r u p u l o u s  
practitioners, by forgery of p r e c s r i p t i o n s , or by sale by
unscru p u l o u s  p h a r m a c i s t s ........... but all from the le. ’timate
industry.

The federal Drug E n f o r c e m e n t  Administration(DEA) and state and 
local drug e n f o r c e m e n t  units ha ve their hands full d e a l i n g  w i t h  
the "street traffic" i l l e g i t i m a t e  entrance of and use of 
c o n t r o l l e d  substan ces in all states . They rely on state laws, 
such as A l a s k a ' s  AS 17.30 to deal with the legiti mate industry. 
M o s t  • states effec t i v e l y  do this through their Boards of P h a r m a c y
N o  big b u e a r a c y  is n e eded . W y o m i n g  does it quietly, and cost 
e f f e c t i v e l y  w i t h  one Execu t i v e  Secretary and one Investigator,
U n d e r  the direc t i o n  of its Board of Pharmacy. A l a s k a  w o u l d  do 
well to e m u late this p r o g r a m  and the Board p l a nned just that.



Honora ble Joe L. Hayes 
page 2.

Y o u  and R e p r e s e n t a t i v e  C o w d e r y  ana Senator  Eliason all have 
documented e v i d e n c e  of the v a l i e n t  effort by the Board 
of Pharmacy to c a rry out the intent of the Legislature.
I w i l l  not r epeat  all of that here, but it is im portant for
y o u  to know that I did spend m a n y  long hours d r a fti ng
b o t h ........ p r o p o s e d  regu la t i o n s  and job q u a l i f i c a t i o n s
and a job d e s c r i p t i o n  for the E x e c utive S e c r e t a r y . The later
may be of v alue to you w h e n  y o u  propose l egislati on to
m a n d a t e  cr eation of the position.

Again thanks for y o u r  letter , y o u r  interest , and your 
help in drafting and p a ssing l egislat ion that w i l l  clarify 
legislative i n t e n t  . If I can be of assistance in this 
e ffor t , please call me.

Since the G o v e r n o r  r e m oved m e  from the Board, and r e f used to 
r eappoint the m e m b e r  from Sitka and has indicated that he 
w i l l  not r e a p poi nt the p r e s e n t  e x p e r i e n c e d  S e c r e t a r y  of the Board, 
the Board wi ll be down to one p r o f e s s i o n a l  and one lay m e m b e r  
w i t h  any real e x p e r i e n c e  . The new inexp erienced Board will 
desper a t e l y  n e u d  the E x e c u t i v e  Secretary .

Sincerely,

Eldon R. Ulmer, R.Ph

Copy: v 'Representative J o h n  C o w dery 
Senator Dick Eliason
Charles Rush , R.PH. S e c r e t a r y  Board of P h a r m a c y
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A  P E R F O R M A N C E  R E P O R T  
O N  T E E  

B O A R D  OF P H A R M A C Y

J u l y  1, 1980 to F e b r u a r y  28, 1983

A u d i t  C o ntr ol N umber

0 8 - 1 1 1 4 - 5 1 - 8 3 - R

Commissioner , D e p a r t m e n t  of
C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t

D e p u t y  C o m m i s s i o n e r s ,  D e p a r t m e n t  of 
Co 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

R i c h a r d  A. L y o n

V i n c e n t  O ' R e i l l y  
T e r r y  E lder

M e m b e r s  of the B o a r d  of P h a r m a c y

C h a i r m a n
Se c r e t a r y
M e m b e r
M e m b e r
M e m b e r
M e m b e r
M e m b e r

E l d o n  U l m e r  
M a r g a r e t  Soden  
S u s a n  R o bert s 
R o b e r t  Sni^'-r 
J a m e s  M c d j r c l e  
C h a r l e s  R u s h  
S i n n e y  Fry
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THE LEGISLATURE /
BUDGET AND AUDIT COMMITTEE i

Ma y  17, 1983

j  AUDIT DIVISION 
' POUCH W 

JUNEAU. ALASKA 99811

Members of the
Legislative Budget and Audit Committee:

In accordance w i t h  the previsions of Titles 24 and 44 of the 
Alaska Statutes ( s u nset), the attached report is submitted 
for your review.

A  PERFORMANCE REPORT 
ON THE 

BOARD OF PHARMACY

July 1, 1980 to February 28, 1983

Gerald L. Wilkerson, CPA 
Legislative Auditor 
Divisio n of Legislative Audit
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PURPOSE AND SCOPE OF THE REPORT

PURPOSE

In accordance w i t h  the intent of Titles 24 and 44 of the 
A laska Statutes (sunset legislation) , w e  have reviewed the 
activities of the Board of Pharmacy for the past three f is­
cal years. Our examination was conducted to determine if 
the Board has be en operating in an efficient and effective 
m a n n e r .

Legislative intent requires consideration of this report 
during legislative oversight hearings to determine whether 
the Board of Pharmacy should be reestablished. The law now 
specifies that the Board will terminate June 30, 1984, and 
have one year from that date to conclude its affairs.

SCOPE

The m ajor areas of our examination wer e the licensing, e x­
amination, administration, complaint, and affirmative action 
functions of the Board. We reviewed and evaluated the fol­
lowing:

1. Applicable statutes and regulations.

2. Interviews with the license examiners.

3. Tests of files and documents of licensees.

4. Complaints filed with the Division of Occupational L i­
censing, Human Rights Commission, Equal Employment 
Opportunity Office, Attorney General's Office, and the 
Ombudsman Office.

5. Discussions with  Board members.

6. Minutes of Board meetings and Division correspondence
files.

7. Attorney General Opinions applicable to professional 
b o a r d s .
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O R G A N I Z A T I O N  A N D  F U N C T I O N

The Beard of Pharmacy is a regulatory h o a r d  w i t h  seven m e m­
bers; two public members having no direct financial interest 
in the health care industry, and five professional members 
with three years practical experience and licensed in Alaska. 
Whenever possible, each judicial district ishould be r e p r e­
sented b y  a Board member.

The Board regulates five types of licenses; pharmacists, 
retail pharmacies, wholesale pharmacies, hospital pharmacies 
and drug rooms. The Board sets the m i n i m u m  standards to 
practice in Alaska by:

1. Examining and issuing licenses to qualified applicants.

2. Establishing, amending, or eliminating regulations con­
trolling pharmacy practices.

3. Revoking, annulling or suspending licenses in a c c o r­
dance w i t h  the Administrative Procedures Act when a 
person has violated pharmacy statutes or regulations.

Applicants for registration as a pharmacist are required to 
pass the National Association of the Boards of Pharmacy L i­
censing Examination (NABPL EX), and a jurisprudence exac. 
covering Alaska pharmacy law and the Federal Controlled Sub­
stance Act.

Pharmacists licensed to practice in another state who apply 
for licensure in Alaska, can be licensed by credentials, 
except for those applicants from California or Louisiana. 
These two states require applicants to pass a state exam, 
not the national exam. Consequently, these applicants must 
take the national exam when applying in Alaska.

The Board m a y  also issue temporary or emergency permits. 
Temporary permits allow qualified applicants to practice 
until the Board can formally license them; emergency permits 
allow pharmacists licensed in another state to practice in 
Alaska in an emergency. Both permits are limited in their 
duration and application.
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REPORT CONCLUSION

This report contains policy issues raised as a result of our 
evaluation of various Board practices. The final policy 
decisions affecting these practices are not w i t h i n  the scope 
of this report but require legislative consideration. In 
debating these issues, the oversight- committees should take 
into consideration the findings and recommendations p r e s e n t­
ed in :his report so the potential impact of policy changes 
can be evaluated.

Report Conclusion

In our opinion, the Board of Pharmacy should be r e e s t a b­
lished. The regulation and licensing of qualified profes­
sionals is necessary to protect the public's health, safety, 
and welfare. The Board provides this service by establis h­
ing m i n i m u m  educational and experience requirements that 
provide reasonable assurance that persons licensed are q u a l­
ified. Also, assurances that those licensed act in a c o m p e­
tent manner is provided by active investigation of c o m­
plaints and revocation or suspension of licenses where a p­
propriate.

However, the following findings describe areas where w e a k­
nesses or conflicts exist. We have made recommendations 
which, if implemented, will improve the efficiency and e f­
fectiveness of the Board.

Policy Issues
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FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

The Board  of Pharmacy should allow the D i v is ion of O c c u p a­
tional Licensing (OL) to perform its administrative dutxei- 
as described in AS 08.01.050 to improve documentation and 
file m a n a g e m e n t .

The Secretary of the Board receives license fees and appli­
cations, keeps applicant files, sends n otifi c a t i o n  of exam 
results, and issues temporary permits. Each  of these r e­
sponsibilities has been assigned by the Legis lature to the 
D epartment of Commerce and Economic Development, Division of 
Occupational Licensing. The above situation exists because 
the previous Secretary believed he could be more efficient 
in maint a i n i n g  the filesi and processing the applications.
We disagree.

The Division of Occupational Licensing is able to provide 
c o n t i n u o u s , uninterrupted service while Board membership 
changes causing address changes and file transfers.

Additionally, the Secretary of the Board m a y  not be equipped 
w i t h  the space or security needed to ma int a i n  confidenti al­
ity of files and to safeguard State assets. Furthermore, 
applicants become confused about w he re to send their d o c u­
ments .

N oncompliance with AS 08.01.050 is the major cause of the 
following problems:

A. In seven of ten files reviewed for proper permanent 
licensure, we were unable to assure ourselves the a p­
plicant had passed the jurisprudence exam.

B. In two of the files, we were unable to verify the a p­
plicants had satisfied the internship requirement. The 
Board reviewed these files and was unable to satisfy us 
that: the requirements had been met. One file was m i s­
sing documentation and the other file had documentation 
we considered insufficient in relation to that required 
of other applicants. Most applicants wer e required to 
have certified copies of hours w ork ed from supervising 
pharmacists. In this case, documentation consisted of 
an internship permit issued by the; Board with no e v i­
dence any hours had been worked.

C. Te mporary permits are being issued by individual Board 
members without complete documentation cn file in DOL. 
This procecure has resulted in inconsistent issuances 
of temporary permits. Furthermore, it allows for the 
possibility of unqualified individuals being licensed.

-7-
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Prior to the February 1983 Board meeting, we reviewed 
each application for permanent licensure scheduled for 
B oard consideration. Each applicant h a d  already been 
issued a temporary permit. In five of eleven cases, 
there was insufficient documentation in the applicant's 
file to show that all requirements for temporary licen­
sure h a d  bee n met.

By the time of the February 1983 meeting, all necessary 
documenta tion to support issuance of temporary permits, 
except for a jurisprudence exam, h ad either been r e­
ceived by OL or brought to the m e et ing by the Secretary 
of the Board. With the additional documentation, we 
determined that no temporary permit had been  issued to 
an u nqual ified applicant. However, the possibility 
exists for a person to be improperly licensed for a 
short time.

The B oard should ensure all documentation is sent d i­
rectly to OL. Wh en the file is complete, a member of 
the Board can either issue the permit or direct OL to 
issue the permit. This procedure will ensure that all 
n e c e ssary documentation is on file at OL before is­
suance of temporary p e r m i t s .

D. A l a s k a  Statute 08.80.157 requires proof that an appli­
cant for a retail or wholesale pharmacy license has the 
land, facilities and equipment necessary to carry on 
business. Also, that the applicant be free of any con­
vic t i o n  of a federal or state drug offense and free of 
any addiction.

W e  reviewed seven pharmacy files and none of the files 
contained sufficient documentation to issue a license. 
We discussed our finding wit h the Board and determined 
it was not their policy to include this documentation. 
They k n e w  who h a d  the facilities and relied on a tele­
phone call from the Drug Enforcement Administration to 
satisfy the conviction requirement.

We believe the Board should adopt a policy to document 
satisfaction of thr licensing requirements. The p r o c e­
dures need not be elaborate, but should supply suffi ci­
ent proof that the applicant complies wit h law.

We recommend the Beard ensure that all files, applications,
fees and exam results are sent directly to OL. Alt'c, that
temporary permits are only issued after all documercation
has been received by OL.

STATE  O F  ALA SKA
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The Board of Pharmacy -.h ould reevaluate its regulations g o v­
erning continuing e d u c a t i o n .

The following requirements of continuing education should be 
reviewed.

A. Regulations require nonacademic programs to have an 
examination or another me thod of assuring satisfactory 
completion of the program before continuing education 
credit will be given. The Board allowed continuing 
education credit to be given to an individual w h e n  the 
no nacademic  requirement h a d  not been met. 'rrhe reason 
given for allowing these credits was that the r e g u l a­
tions were too stringent.

If the Board believes its regulations to be arbitrary 
or unreasonable, those regulations should be changed 
before  accepting nonregulation continuing education 
credits. Compliance w i t h  existing regulations will 
ensure that all licensees are treated equally and c o n­
sistently until changes can be made.

B. The Board has described four instances w h e n  they will 
excuse a licensee from continued competency r e q u i r e­
ments. These causes are chronic illness, retirement, 
m i l itary service, or hardships as individually d e t e r­
mined by the Board.

In our opinion, it is more reasonable to require in di­
viduals who have been chronically ill, retired or in 
the m i l itary to demonstrate their continued competency, 
than those who have not interrupted their practice. We 
also understand that those pe:sons who have been chro n­
ically ill should not be penalized for their illness.

However, the Board has the ability, under the hardship 
clause, to determine each case individually. They 
should evaluate the changes in the pr ofession and d e v e­
lop a plan for the individual that w o u l d  allow h i m  or 
her to practice while fulfilling the continuing educ a­
tion requirements. This w o u l d  fulfill the Board's p r i­
mary purpose to protect the public while not unduly 
penalizing the professional.

Recommendation Mo. 3

The Board of Pharmacy and the Division of Occupational L i­
censing should* introduce legislation that will clarify c e r­
tain statutory r e q u i r e m e n t s .

Alaska Statute 08.01.050(19) places the re sponsibility for

Recommend ation No. 2

STATE O F A LA S K A
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p erfor m i n g  investigations with the Division; A laska Statute 
08.01.070 assigns to the Board the requesting authority. 
However, AS 08.80.030(3) also gives the Board the authority 
to conduct investigations. This conflict has caused fric­
tion b e t w e e n  the D ivision and the Board.

The B o a r d  is concerned that the D i v i s i o n  is not informing 
them of complaints or- investigations concerning pharmacy, 
w h i l e  the D i v ision is concerned that the Board not become 
involved ir the investigation to such an extent as to p r e j u­
dice the case. Also, the Board m u s t  remain impartial in 
case they b ecome involved in any disciplinary action against 
the licensee.

L e g i s l a t i o n  is necess ary to clarify the responsibilities ^f 
the Board and the Division so b o t h  will be confident they 
are properly performing their statutory duties.

R e c o mmend ation No. A

The Office of the Governor should ensure that Board members 
are p r o perly a p p o i n t e d .

In July of 1980, the Legislature limited the number of con­
secutive terms a Board member could serve to two and reduced 
the term from five years to four. The intent of AS 08.80.020 
as amended, was to make service on the Board accessible to 
more individuals in the profession.

In discussions w i t h  Legislative Affairs' attorneys, it b e­
came clear that the intent of the Legislature was to include 
service prior to July, 1980, in determining the limitation. 
Three member s of the Board of P h a rmacy have served longer 
than is allowed w h e n  prior service is applied.

One m e m b e r  has served for sixteen years as of M ar ch 31,
1983, thirteen of t.. se years prior to July, 1980. This 
same m e m b e r  was reappointed after the effective date of A 3- 
08.80.020. At the end of his present term, he will have 
served n i n eteen years. Two other members will have served 
twelve and ten years at the end of their present terms on 
M a r c h  31, 198A and March 31, 1985, respectively.

Additionally, three members of the Board appointed after the 
effective date of the legislation, have been appointed for 
five year termo instead of four.

W e  recomr.and the Office of the Go vernor ensure that B ard 
members are appointed in accordance with statute.

STATE  O F  A LA S K A
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ANALYSIS OF PUBLIC NEED

T h e  following analyses indicate b o t h  positive and negative 
factors as they relate to the public need as defined in the 
"sunset" law. These -analyses are not intended to be compre­
hensive, but to address those areas we were able to cover 
during our review.

I . The extent to w h i c h  the board, commission or program
has operated in the public i n t e r e s T I

A. The Board has held public m eetings three times a 
year.

B. The Board administers the pharmacy test yearly.

C. The Board has passed regulations concerning danger­
ous drugs, continuing education as proof of c o n­
tinued competency, false or mislead ing a d v e rt ise­
ment of drugs, and prepackaging of drugs in h o s p i­
tal drug rooms.

D. The Board was instrumental in passage of the C o n­
trolled Substance Act and the Marijuana Therapeutic 
Research Program.

I I . The extent to w hich the operation of the board, commis­
sion, or agency program has been impeded or enhanced by
existing statutes, procedures, and practices which it 
has adopted, and any other matter, including budgetary, 
resource, and personnel m a t t e r s .

A. The Board adopted continuing education regulations
that may be too stringent. The Board is r e c o n­
sidering these regulations (see Recommendation 
No. 2).

III. The extent to w h i c h  the board, commission or agency has 
recommended statutory changes w hich are generally of 
b e nef it to the public i n t e r e s t .

A. The Board actively supported passage of the C o n­
trolled Substance Act; it became effective 
January 1, 1983.

B. The Board succeeded in h a v i n g  various obsolete or 
vague statutory requirements repealed which p r o­
vided for smoother operation of the Board.

L i m i t e d  Analysis

STATE O F A LA SKA
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IV.

V.

VI.

VII.

VIII.

Th e  extent to w h i c h  the board, commission or agency 
has encouraged interested persons to report to it con­
cerning the effect of its regulations and decisions on 
the effectiveness of serviced economy of "service, and 
availability of service w h i c h  it has provided^

A. Board meetings are announced to the public. Com­
ments on regulation changes are solicited by an­
nouncement in public newspapers. The Board does 
not actively solicit comments on its e f f e ctive­
ness.

T h e  extent to w hich the board, commission or agency 
has encouraged" public participation in the m aking of 
its regulations and d e c i s i o n s !

A. The Board announces proposed regulation changes or 
additions in newspapers according to the A d m i n i s­
trative Procedures Act.

The efficiency with which public inquiries or c o m­
plaints regarding the activities of the board, commis­
sion or agency filed with it, with  the department to 
w h i c h  a board, or commission is administratively a s­
signed, or with the Office of the Ombudsman have been 
processed ~and r e s o l v e T i

A, We found no problems in this area.

The extent to which a board or commission which regu­
lates entry inco an occupation or profession has p r e­
sented qualified applicants to serve the p u b l i c .

A. We found no instances w h e r e  the Board had licensed 
unqualified practitioners.

B. The Board has licensed 83 pharmacists in the last 
three years, all but eight were licensed by cre­
dentials.

The extent to which state personnel practices, includ­
ing affirmative action requirements, have been com- 
plied with by the board, commission or agency to its 
own activities and the area of activity or i n t e r e s t .

A. Applications for licensure as a pharmacist require 
information and photographs which the Division of 
Equal Employment Opportunity (EEO) believes may 
not be necessary to determine the qualifications 
of the applicant.

STATE  O F  ALA SKA
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IX. The extent to w h i c h  statutory, regulatory, budgeting 
or other changes are necessary to enable the agency7 
board or commission to better serve Che interests of 
the public and to comply w i t h  factors enumerated in 
this subsection^

Please refer to the recommendation section of this 
report.

STATE O F A LA SKA
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■APPENDIX A

BOARD OF PH ARMACY 
R E V E NU ES  C OMPARED W IT H EXPENDI TU RE S 

For Che F isc al  Year End ed  J une 30, 1982

(UNAUDITED)
(Note 1)

A v e r a g e  Re venues (Note 2)

Less: E xp en di tu re s (Note 3)

Excess of Expend it ur es  
O ve r  Revenues

$42,763 

46,166 

$ 3.403

R ev en ue  Type

E x a m i n a t i o n  Fee 
R e - e x a m i n a t i o n  Fee 
I n v e s t i g a t i o n  Fee 
P ha rm a c i s t  Fee 
P ha rm a c i s t  Rene wa l Fee 
T e m p o r a r y  L ic en se  Fee 
W h o l e s a l e  D rug De aler Fee 
W h o l e sa le  D ru g Dealer Renew al Fee 
R etail Ph ar m a c y  Fee 
Retail P h a rm ac y Renewal Fee 
P ha rm a c y  I n t er im  Fee 
E me rg e n c y  Permit Fee 
H o s p i t a l  P h a rm ac y Fee 
H o s p it al  Phar ma cy  R en ewal Fee 
Ho sp it al  D ru g  R oo m Fee 
H ospital D rug Room Renew al  Fee 
Nursi ng  H ome and Related 

Faci li ty  Fee 
N u rs in g H ome and Related 

F a c i li ty  Renewal Fee 
Licen se  Am endments or 

R en ew al  Fee

A mount Co ll e c t i o n  T i me________

$ 50 W i t h  app li cat io n
15 W i t h  appl ic at io n
25 W i t h  a p p l ica ti on

200 W i t h  license issuance
200 E ve r y  four years
20 W i t h  permit issuance

200 W i t h  license issuance
200 ' E ve r y  four years
200 W i t h  license renewal
200 E v e r y  four years
10 W i t h  license issuance
10 W i t h  permit issuance

200 W i t h  license issuance
'00 Every four years
i 00 W i t h  license issuance
.100 Ev e r y  four years

100 W i t h  license issuance

100 Ev e r y  four years

10 W h e n  a pplicable

Note 1

T his r e ve nu e/ ex pe nd it ur e comp ar is on  wa s p r e pa re d from a va ilable records 
and d is cu ssions w it h  Oc cu pa ti on al  L i c e n s i n g  personnel. T he  records w ere 
not a u di t ed  by us and acc or di ng ly  we do not express an o p in io n on the 
Board's Revenues Co mp ar ed  w i t h  Expenditures.

Note 2

The m a j o r i t y  of the re venues collected are c omposed of license renewal 
fees. The se  fees are collect ed  by most boards once eve ry  two or four 
years and causes revenues in one y ear to be m u c h  great er  than the r e v e­
nues co ll e c t e d  in the next year. Therefore, we  calc ul at ed  and reported 
an aver ag e of the revenues c oll ec te d in Fiscal Years 1981 and 1982 in 
order to o bt ai n a more ac curate repr es en ta ti on  of revenues collected.

Note 3

Ex pe nd it ur es  include those made by bo a r d  members, such as travel and per 
diem, and an al l ocated percen ta ge  (estimated) of total a d m i ni st ra ti ve  e x­
penses of the Div is io n of O c c u p ati on al  Licensing. T he y do not include 
expenditures for efforts of other departments (ouch as the Depa rt me nt  of 
Law) a ss i st in g the boards and the Division.
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DEPARTM ENT OF COMMERCE & 
ECONOMIC DEVELOPM ENT

OFFICE O F THE COMMISSIONER

June 28, 1983

Mr. Gerald Wilkerson, CPA 
Legislative Auditor 
Audit Division 
Pouch W
Juneau, Alaska 99811 

Dear Mr. Wilkerson:

Re: Board of Pharmacy - 
Performance Report

Thank you for the opportunity to respond to the performance audit of the 
Board of Pharmancy and the Division of Occupational Licensing which is 
dated July 1, 1980 to February 28, 1983,

We concur with your evaluation that the Board of Pharmacy should con­
tinue to exist in interest of the public's health and safety. Your 
suggestions will be evaluated for implementation. Those determined to 
improve the efficiency and effectiveness of the division and the board 
will be strongly supported and recommended. We have reviewed each of 
your recommendations and will provide you with this agency's position 1f 
we do not agree.

RECOMMENDATION .91,

The board of Pharmacy should allow the Division of Occupational Licensing 
(POL) to “perform it's administrative duties as described in AS 08.01.050 
to improve documentation and file management.

We concur in this recommendation,and cooperative e-forts have recently 
improved. As mandated by legislation, and in the interest of effi­
ciency, DOL is committed to assisting the Board o/ Pharmacy in all 
areas.

RECOMMENDATION #2.

The Board of Pharmacy should reevaluate its regu’ations governing con- 
tTnuinq education.

POUCH D
JUNEAU, ALASKA 99811 
PHONE: 465-2500

- - (TO : ■' ; I W I i ! -

n j l g S L s L "  -  I  j .

’i w  j u l  0 6 1923
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Mr. Gerald Wilkerson, CPA - 2 - June 28, 1983

This agency is continuing a review on requirement of continuing educa­
tion by licensing agencies (boards). We do not agree that continued 
education ensures continued competency. As a licensing agency we deter- 
min, that competency is the most important. Competency ensures the 
safety of the consumer. We also take the position that initial li­
censing is based on minimum qualifications; retesting on the entrance 
level may serve the purpose of ensuring continued competency. Continued 
education would, or should,-be viewed as the professional association's 
responsibility to ensure knowledgeable professionals. This would also 
be in keeping with less government regulations and letting industry 
regulate itselfc

RECOMMENDATION #3.

The Board of Pharmacy and the Division of Occupational Licensing should 
introduce legislation that will clarify certain statutory reguirements.

We concur with this recommendation. This agency has been working with 
the Legislative Code Revision Committee in rewriting Title 8. This 
would have deleted the fragmentation throughout Title 8 and the various 
chapters. This effort was resisted by the board as an effort to diminish 
its authority. We will seek to have legislation submitted to clarify 
the issue of conflict within the statutes.

RECOMMENDATION #4.

The Office of the Governor should ensure that board members are properly 
appointed.

We would assure the auditors this has been addressed by the Governors 
Office and by the Department of Law.

:-.gain, thank you for the opportunity to respond to your re '’lease
feel free to contact this agency or the Division of Occupat i-
censing 1f additional information or clarification 1s needea issured,
we determine your comments and findings to be fair and in tlv 1
interest of Alaskan consumers and professional pharmacist.

Richard A. Lyon 
Commissioner

RAL/CW023DD1
62883B
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SENATE 
L E T T E R  O F IN T E N T

I t  i s  the in te n t  of the Senate Labor and Commerce Committee to extend the 

existence of the Board of Barbers and Hairdressers one year u n t i l  July  1, 

1985. During th is  period of time a committee composed o f ,  but not 

l im ite d  to , representatives from the current Board iliembers, p rac tic in g  

barbers and/or hairdressers, O ff ic e  o f  the Governor, D iv is io n  of 

Occupational L icensing, and L e g is la tu re  w i l l  review the current statutes 

and reg u la tio n s governing the ' operations of the Board of Barbers and
tv

Hairdressers,

•  •

This committee w i l l  review: I )  recommendations proposed by the D iv is io n  

of L e g is la t iv e  Audit in  the Performance Report of A p r i l  29, 1983', 2) 

public  testimony taken during the current Sunset Review process; and 3) 

other concerns brought to the a t te n t io n  of th is  committee. Necessary 

s ta tu to ry  and/or regulatory changes w i l l  be proposed by the committee to 

the I4 th  L e g is la tu re  fo r  consideration.

A d o p t e d  by the S ena te 4/26/84.





P O U C H  V 
J U N E A U . A L A S K A  99B 11 

(9 0 7 )  4 6 5 - 3 8 7 3

MEMORANDUM

To: All Committee Members

From: Committee Staff

RE: CSSB 438 "Relating to the State Board of Architects, Engi­

neers, and Land S urveyors."

As a result of "Sunset Review", legislation was drafted which would 

extend the the Board of Architects, Engineers, and Land Surveyors 

through 1988 and make changes in statutes which govern the board. 

The legislation, SB 438 was amended by the Senate Labor and Com­

merce Committee to include the following changes:

1. The term of a board member is reduced from six years to 

four years.

2. A public member is added and the requirement that a mining 

engineer be named to the board was deleted.

3. A requirement for proven continued competency was addod to 

statute.

The House Labor and Commerce Committee substitute deletes the last 

two statute changes made in the Senate Labor and Commerce Committee 

substitute.

H o u s 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
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BUDGET AND AUDIT COMMITTEE

AUDIT DIVISION 
POUCH W 

JUNEAU. ALASKA 99811

April 15, 1983

Members of the
L egislative  Budget and Audit Committee:

In accor dance w i t h  the provisions of Titles 2k and kk of the 
Alaska Statutes (sunset), the attached report is submitted 
for your review.

A  PERFOR M A N C E  REPORT 
Oil THE

BOARD OF R EGIST R A T I O N  F OR 
ARCHITECTS, E N G I N E E R S ,

AND LAND SURVEYORS

July 1, 1980 - April 15, 1983

rald L. Wilkerson, CPA 
Legisla tive A u d i t o r  
Divisi on of Legislative Audit
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PURPOSE AND SCOPE OF THE REPORT

PURPOSE

In accord ance w i t h  the intent of Titles 24 and 44 of the 
A l a s k a  Statutes (sunset legislation), we have r e v iewed  the 
activiti es of the Board of R e gistra tion for Architects, E n­
gineers, and Land Surveyors for the past three fiscal years. 
Our e x a m i n a t i o n  was con ducted to determine if the Board has 
been op erating in an efficient and effective manner.

L e g i s l a t i v e  intent requires considera tion of this report 
during legislative oversight hearings to determine wheth er 
the Board of Regi st r a t i o n  for Architects, Engineers, and 
Land Surveyors should be reestablished. The law n o w  s p e c­
ifies that this Board will terminate on June 30, 1984, and 
have one year f r o m  that date to conclude its affairs.

SCOPE

The major areas of our ex amination were the licensing, e x­
amination, administration, complaint, and affirmative action 
functions of the Board. We reviewed and evaluated the f o l­
lowing :

1. A p p l i c a b l e  statutes and regulations.

2. Interviews w i t h  Board members.

3. Tests of files and documents of licensees.

4. Interviews w i t h  license examiners.

5. Compla ints filed with, the Division of Occupational L i­
censing, Human Rights Commission, Equal Employment O p­
portunity Office, Attorney General's Office, and the 
Ombudsma n's Office.

6. Minutes of Board meetings and Division correspondence 
files.

7. A t t o r n e y  Genera].'s opinions applicable to professional 
b o a r d s .
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O R G A N I Z A T I O N  AND F U N CTION

The Board of A r c h i t e c t s , E n g i n e e r s , and L a n d  Surveyors is a 
r e g u l a t o r y  b o a r d  w i t h  nine mem bers consisting of two civil 
engineers, one land surveyor, one m i n i n g  engineer, two e n g i­
neers from other branches of the engine e r i n g  profession, and 
three architects.

The Board sets the m i n i m u m  standards to p r a c t i c e  in A l aska 
by:

1. E x a m ining and issuing licenses to qualifi ed applicants.

2. Establishing, amending, or e l iminating  r egul ations c o n­
trolling architect, engineer, and land surveyor p r a c­
tices.

3. Revoking, annulling, or suspending licenses in a c c o r­
dance w i t h  the A d m i n i s t r a t i v e  Procedures Act w h e n  a 
person  has v i o l a t e d  architect, engineer, and land s u r­
veyor statutes or regulations.
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R E P O R T  CONCLUSION

This report contains p o l i c y  issues r aised as a result of our 
evaluati on of various Board practices. The final p o l i c y  
decisions affecting these practices are not w i t h i n  the scope 
cf this report but require legislative consideration. In 
debating these issues, the oversight committees should take 
into conside ration the findings and recommend ations p r e s e n t­
ed in this report so the potential impact of policy changes 
can be evaluated.

Report Conclusion

In our opinion, the Board of R e g istration for Architects, 
Engineers, and Land Surveyors should be reestablished. The 
regula t i o n  and licensing of qualified professiona ls is n e c­
essary to protect the public's health, safety, and welfare. 
The Board provides this service by establishin g m i n i m u m  e d u­
cational and experience requirements that provide reaso nable 
assurance that persons licensed are qualified. Also, a s s u r­
ances that those licensed act in a competent m ann er is 
p r o vided by active investigation of complaints and r e v o c a­
tion or suspension of licenses w h e r e  appropriate.

However, the following findings describe areas where w e a k­
nesses or conflicts exist. We have made re commenddtions 
which, if implemented, will improve the efficiency and e f­
fectiveness of the Board.

P olicy Issues
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FINDINGS A N D  RECOMMEN DATIONS

L e g i s l a t i o n  should be introduced requiring continuing e d u c a­
tion for architects, engineers,"and land s u r v e y o r s .

Architects, e n g i n e e r s a n d  land surveyors m ust demonstrate a 
high degree of educational and practical competence before 
they can become r egistered in Alaska. However, renewal of 
certificates is not dependent upon evidence of a p r o f e s s i o n­
al's continu ed competence.

In our questionnair e to registered professionals, 93% of the 
architects, 78% of the engineers, and 64% of the land s u r­
veyors r esponding reported that they had atten ded courses 
and/or seminars in the last two years. Most were concerned, 
however, that continuing education requirements w o u l d  be too 
narrowly defined or too difficult to satisfy. To address 
these concerns, there must be active involvement by i n d i­
viduals and pro fessional societies in the development of 
continuing educ ation standards.

Architects, engineers, and land surveyors are acutely aware 
of the public's trust that they maintain their professional 
competency. Required continuing education is one means of 
fulfilling that trust. In addition, a p r o g r a m  of continuing 
education will assist in avoiding professiona l ob solescence 
and keep practitioners aware of changes taking place in the 
p r o f e s s i o n .

Recommend ation No. 2

The Board s h o u 1d repeal its anticompetitive and r e s t r i c t i ve 
regulations prohibiting competitive b i d ding (12 AAC
T o y q " ( b ) ) , --------- ---------------------------------

We reviewed the Board's regulations to determine if they are 
anticompetitive and restrictive. Regul ation 12 AAC 
36.230(b) provides that an architect, engineer, or land s u r­
veyor m a y  not kn owingly solicit or submit proposals for p r o­
fessional services on the basis of competitive bidding. We 
find this regulation restrictive, anticompetitive, and a b­
sent of clear and statutory policy to restrain competition.

This point of view is supported by m e m o r a n d u m  A6 6-19 1 - 7 9 A  
from the Attorn ey General's Office dated October 29, 1980. 
That memo states in part:

There must exist clear statutory policy to restrain 
competition before a state regulatory agency may 
p romu lgate regulations to restrain compet ition if 
federal antitrust immunity is to occur. No direct

Recomm e n d a t i o n  No. 3
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a u t h o r i z a t i o n  for such an antic o m p e t i t i v e  pr ovi s i o n  [12 
A A C  36.230(b)] appears in the statutes. In such a 
situation, federal courts have s pecif i c a l l y  h e l d  such 
r egula t i o n s  to be v i o l at ive of antit r u s t  law.

This r e g u l a t i o n  is n o w  bei ng challe nged b y  the United 
States' Department of Justice in the A n c h o r a g e  Federal 
District Court (U.S. v. A K  B oard of R e g i s t r a t i o n  for 
Architects, Engineers, and Land S u r v e y o r s ) .

R e c o m mend ation No. 3

The Board should approve for examination only those a p p l i­
cants eligible to take the e x a m i n a t i o n .

The Board has approved applicants for the fundamentals of 
engineering examin a t i o n  w h e n  they do not meet the e l i g i b i l­
ity requirements for the examination. 12 AAC 36.062 r e­
quires successful comp letion of at least 8 51 of an a c c r e d i t­
ed e n gineeri ng curriculum, or, if c u r r i c u l u m  is u n a c c r e d i t­
ed, a n u m b e r  of years in experience. At a November, 1982, 
Board m e e t i n g  and a February, 1983, B oard meeting, a p p l i­
cants w e r e  approved for examination w h o  we re in an u n a c c r e d­
ited c u r r i c u l u m  and did not have the requisite experience.

While w e  do not question the quality of the applicants a p­
proved for examination, we do believe that if the Board no 
longer believes that these requirements are necessary, they 
should propose regulation changes that w o u l d  ensure that all 
applicants w o u l d  be treated in a consistent and fair manner.

Recommend ation No. 4

In order to ensure that the Board adequa t e l y  represents the 
general public, the qua)ifi catlons and conditions of Board 
member s h i p  should be "reviewed and a m e n d e d ]

AS 0 8 . 4 8 . O i l - .031 creates the State Board of R e gistr ation 
for Architects, Engineers, and Land Surveyors, specifies the 
qualifications and profession s of the nine Board members, 
and establishes the members' terms of office. In order that 
the Board better represent the general public, these 
statutory provisions should be reevaluated. Some specific 
areas that should be r eevalua ted are:

A. The Board is the only licensing b oard that has no lay 
representation. In general, lay members w i t h  no direct 
financial interest in the regulated professions can and 
should contribute to policy formulation and enforcement  
decisions. It should be recognized that the public is 
the ultimate interest group and ve recommend, as we did 
in the 1979 audit, that at least two lay members be 
included on the Board.
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The tern of B o a r d  m e mbers  is currently set at 6 years 
w i t h  no limitation on the n umb er of terms that can be 
served by one individual. This Board is the only l i­
censing b o a r d  that has a six year term for its members 
and only two other State licensing boards have an u n­
limited n u m b e r  of terms that can be served by their 
members. Such conditions might h amper the f l o w  of n e w  
ideas since individuals could serve for an extended 
pe r i o d  of time. We recom mend that a statutory change 
be considered to limit the n u m b e r  of terms a Board m e m­
ber can serve as well as reducing the years in a Board 
member 's term.
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ANALYSIS OF PUBLIC NEED

The following analyses indicate b o t h  p o s i t i v e  and negative 
factors as they relate to the p ublic n e e d  as defined in the 
"sunset" law. These analyses are not i n t e nded to be c o m p r e­
hensive, but co address those areas we w e r e  able to cover 
during our examination.

I . The extent to w h i c h  the board, comm ission or p r ogram
has operated in the public I n t e r e s t .

A. The Board holds at least four regular meetings 
each year.

B. The Board holds w r i t t e n  exams at least twice each 
year, except for certain natio nal examinations 
that are h e l d  only once a year.

II. The extent to w h i c h  the operati on of the board, c o m -
m Ission, or agency p r o g r a m  has been impeded or e n­
h anced ~By existing statutes, procedures, and practices 
w h i c h  it has adopted, and any other matter, including 
Budgetary, resource, and p e r s o iinel m a t t e r s .

A. The Board a p p roved enginee r in training (EIT) 
applicants for the fundamentals of engineering 
examination w h e n  the applicants did not meet the 
eligibility requirements of 12 AAC 36.062 (see 
R e c o mmendation No,, 5).

III. The extent to w h i c h  the board, commission, or agency 
Has reco mm e n d e d  statutory changes w h i c h  are generally 
of benefit to the public interest

A. The Board adopted regi.ilations that clarified v a r­
ious vague  statutory and regula tory requirements.

I V . The extent to w h ich the board, commission, or agenc v 
has e n couraged interested p e r s o n s to report to it c o n­
cer n ing the effect of its regulations and decisions on 
the e f f e c t iveness of s e r v ic e , iBccnomv o f service, and 
a v a ilabili ty of service w h i c h  ft Has p r o v i d e d .

A. The Board has advert i s e d  certain proposed  r e g u­
lations changes in oni.y one city. The Board does 
not actively solicit comments on its e f f e c t i v e­
ness.

V . The extent to which the board, commission, or agency 
has encouraged public p a r t i c i p a t i o n  in the malting of 
its regulations and d e c i s i o n s .'

L i m i t e d Analysis
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A. Certain examinations and. meetings have not been 
advertised in an adequate and timely manner.

VI. The efficiency w i t h  w h i c h  pu blic inquiries or c o m­
plaints regarding the activities ot the board, c o m m i s­
sion, or agency filed w i t h  it, w i t h  the department to 
w h i c h  a~5oard or commission is a d m i n i strativ ely as- 
signed, or w i t h  the O ffice of the Ombu dsman have been 
p r o c e s s e d  and resolved!

A. The A t t o r n e y  General's Office has record of a 
case filed against the Board by the United 
States' Department of Justice concerning the 
Board's re gulation b a n n i n g  competitive bidding. 
(12 AAC 36.230(b)). This case is pending in U.S. 
District Court (see Recommenda tion No. 4).

VII. The extent to w h i c h  a b o a r d  or commissi on w h i c h  r e g u­
lates entry into an occupa t i o n  or profess ion has pre- 
sente3 ~qualified applicants to serve the "public.

A. We found no instances w h e r e  the Board had li­
censed unqua l i f i e d  practitioners.

B. Architects, engineers, and land surveyors are not 
required to demonstrate their continued c o m p e­
tence through a continuing ed ucation program (see 
Recomme ndation Mo. 1).

ing affirmative action rec u i r e m e n t s , have been
complied with by the boarc , commission, or agency to
its own activities and the area of activity or
i n t e r e s t .

A. A pplications for licensure require information 
and photographs which the Division of Equal E m­
ployment Opportunity (EEO) believes may not be 
necessa ry to determine the qualifications of the 
a p p l i c a n t .

IX. The extent to which statutory, r e g u latory, budgeting, 
o F  other changes are nec essary to enable tFTe agency, 
board, or commission to- bettor serve the interests of 
the public and to comply with the factors e n u m e r a t e d
in this subsection."

Please refer to the previous section, Findings and 
R e c o m m e n d a t i o n s .

STATE OF ALASKA -12.- DIVISION OF LEGISLATIVE AUDIT
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A P P ENDIX A

BOARD OF REGIS T R A T I O N  F O R  ARCHITEC TS 
ENGINEERS, A N D  LAND SURVEYORS 

REVENUES COMPARED W I T H  E X P E N D I T U R E S  
For the Fiscal Year Ending June 30, 1982

(UNAUDITED)
(Note 1)

Average Revenues (Note 2) $108,052

Less: Expenditures (Ncte 3) 99,967

Excess Revenues Over Expenditures $ 8.085

Schedule 1 
Type of Revenues (See Note 2)

Revenues Amount C oll ection Time

Applic a t i o n  for Examination Fee
(A) NCARB Examination

(i) Qualifying Exam 
(ii) Section A 

(iii) Section B
(B) NCEE Examination 

Re e x aminat ion Fee 
Comity Application Fee 
Corporate Authorization

Application Fee 
Individual Registration Fee

Corporate Authorization 
Registration Fee

Amendment to Corporate 
Authori zation 

Delinquent Renewal Fee 
Postponement of Examination Fee

Late Fee Fine 
Improper Payment Fine

$50 W i t h  application
$50 W i t h  application
$75 With application
$50/exam With application 
$ 5 0 / exam Upon reexam 
$50 W i t h  application

$100 W i t h  Application
$15/year Renewals paid

biennially; new 
registrants pay 
$15/year for b a l­
ance of biennial 
period.

$50/year Renewals paid
biennially; new 
registrants pay 
$50/year for b a l­
ance of biennial 
p e r i o d .

S'20 With amendment
$30 With reinstatement
$20 With request for

postponement 
$10 W i t h  late payment
$10 When payment is

found to be 
improper
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Note 1

This r e v e n u e / e x p e n d i t u r e  compar i s o n  was p r e p a r e d  from a v a i l­
able recor ds and discussions w i t h  O c c u p a t i o n a l  Lic ensing p e r­
sonnel. The records were not a u dited b y  us and, accordingly, 
we do not express an opinion on the Board's Revenues Compared 
w i t h  Expenditures.

Note 2

The m a j o r i t y  of the revenues c o l l e c t e d  are composed of license 
renewal fees. These fees are c o l l ected by most boards once 
every two or four years and causes r e venue in one year to be 
m u c h  g r e a t e r  than the revenues c o l l ected in the next year. 
Therefore, we calculated and r e p o r t e d  an average of the r e v e­
nues c o l l ected in Fiscal Years 1981 and 1982 in order to o b­
tain a m o r e  accurate r e p r e s e n t a t i o n  of collected revenues.

Note 3

E x p e nuitures include those mad e by Board members, such as 
travel and per diem and an a l l o c a t e d  per centage (estimated) of 
total a d m i n i s t r a t i v e  expenses o f  the D i v i s i o n  of Occupational 
Licensing. They do not include expen ditures for efforts of 
other departments, such as the D ep artment of Law, assisting 
the boards  and the Division.
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BILL SHEFFIELD, G O V ER N O R

OFFICE OF THE COMMISSIONER

D E P A R T M E N T  O F  C O M M E R C E  &
E C O N O M I C  D E V E L O P M E N T

POUCHD
JUNEAU. ALASKA  93811 
PHONE: 465-2500

Mr. Gerald Wilkerson 
Legislative Auditor 
Legislative Audit Division 
Pouch W
Juneau, Alaska 99811

Dear Mr. Wilkerson:

Thank you for the opportunity to comment on the preliminary findings 
of your audit of the Board of Registration for Architects, Engineers 
and Land Surveyors. The following comments address each recommend­
ation individually:

Recommendation No. 1: Legislation should be introduced requiring
continuing education for architects, engineers and land surveyors.

The department is in substantial agreement with the intent of this 
recommendation. However, we feel that the emphasis of legislation 
should be put on continuing competency rather than on continuing 
education per se. It is appropriate for the State as a licensing 
agency to be concerned with continuing competency and with continuing 
education only to the extent that it is a vehicle for assuring com­
petency and necessary public protection.

By focusing on continuing education exclusively, we are equating 
education and competency. The effectiveness in continuing education 
as a vehicle for assuring continuing competency is still open to 
debate. It would be premature to end that debate through legislation.

Additionally, both administrative costs and increased costs to the 
consumer must be considered.

Any additional costs that a professional incurs gets passed on to the
consumer in the form of higher fees. The costs of services will in­
crease to the extent that professionals are not presently taking
continuing education courses. Yet, it is not known whether there will
actually be an increase in public protection.

August 11, 1983 ...

Li L~r-

t . "•;fi'i r . - T - y - ; y
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Mr. Gerald Wilkerson -2- August 11, 1983

Similarly, continuing education programs can be very expensive to 
administer and would probably require that an additional staff person 
be hired. There are presently 4,000 active licensees under the Board 
of Registration for Architects, Engineers and Land Surveyors. Assuming 
that the continuing education regulations are straightforward enough 
to be completely administered by the licensing examiner, this means 
that at a minimum, the Division of Occupational Licensing will have to 
manage an additional 4,000 pieces of paper every two years.

In this connection, it should also be borne in mind that approximately 
95% of the active files are presently stored in Archives. Continuing 
competency requirements would most likely generate a need for the files 
to be kept in the office to be managed properly. There would also be a 
significant increase in both telephone calls and written correspondence, 
especially during the phasing in of the new regulations.

If the board review were required as part of the new continuing education 
requirements, the workload would increase that much more dramatically. 
Between FY '80 and FY '82, th° State has experienced an increase of 
over 100% in the number of new applications for licensure received.
At the present, this board is understaffed.

Since it is not known whether continuing education leads to a greater 
public benefit through continuing competency, serious consideration 
should also be given to funding research tc determine whether present 
and proposed regulation in this area is actually effective.

Recommendation No. 2: The board should repeal its anticompetitive and
restrictive regulations prohibiting competitive bidding (12 AAC 36.23(T(b).

The department concurs with this recommendation.

Recommendation No. 3: The board should approve for examination only
those applicants eligible to take the examination.

The department concurs with this recommendation.

Recommendation No. 4: In order to ensure that the board adequately
represents the general public, the qualifications and conditions of 
board membership should be reviewed and amended.

The department concurs with the recommendation and specifically with the 
suggestions contained therein for the addition of at least two public 
members and limitations on the terms of board members.

Richard A. Lyon 
Commissi oner

RAL/kkk/C32
81183a
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Register 88. January 1984 PROFESSIONAL A N D
V O C A T I O N A L  REGULA T I O N S

(1) at all times recognize his primary 
obligation to protect the safety, health, 
property, and welfare o f  the public in the 
performance of  his professional duties; if  his 
professional judgment is overruled under 
circumstances where the safety, health, and 
welfare of  the public are endangered, lie shall 
inform his employer or client o f  the possible 
consequence and notify such other proper 
authority of the situation as may be appropriate; 
and

(2) undertake to perform assignments only 
when he or his associates, consultants, or 
employees are qualified by education, training, 
experience, and licensing in the specific 
technical branches or fields involved;

(3) be completely objective and truthful in 
all professional reports, statements, or testimony 
and shall include all relevant and pertinent 
information in such reports, statements, or 
testimony when the result o f  an omission would, 
or reasonably could, lead to a fallacious 
conclusion; and

(4) not affix his signature or seal to any plan 
or document dealing with professional services 
in which lie is not qualified by virtue of 
education, experience, and licensing; and

(5) issue no statements, criticisms, or 
arguments on architectural, engineering, or land 
surveying matters connected with public 
interests which are inspired or paid for by his 
interested party or parties unless he has prefaced 
his comment by explicitly identifying himself by 
disclosing the identities o f  the party or parties 
on whose behalf he is speaking, and by revealing 
the existence of  any pecuniary interest. (Eff. 
5/23/74, Reg. 50; am 9/30/78 . Reg. 67)

Authority: AS 08.48.101(a) 
AS 08.48.111

12 AAC 36.220. CONFLICT OF INTEREST.
(a) Each architect, engineer, or land surveyor 
shall avoid conflicts of interest with his 
employer or client but, when unavoidable, the 
architect, engineer, or land surveyor shall 
promptly inform his employer or client of  any 
business association, interests, or circumstances 
and identify any circumstances which, could 
intluence his judgment or the quality of his 
service to his employer or client.

(b) An architect, engineer, or land surveyor 
may not accept compensation, financial or 
otherwise, from more than one party for services 
on the same project or for services pertaining to 
th same project unless the circumstances are 
fully disclosed to and agreed to by all interested 
parties or their authorized agents.

(c) An architect, engineer, or land surveyor 
may not solicit or accept financial or other 
valuable consideration from suppliers for 
specifying their products.

(d) An architect, engineer, or land surveyor 
may not solicit or accept gratuities from other 
parties dealing with his client or employer in 
connection with the work for which he is 
responsible. (Eff. 5/23/74, Reg. 50; am 9/30/78, 
Reg. 67)

Authority: AS 08.48.101(a)(5)

12 AAC 36.225. PUBLIC SERVICE. When in 
public service as a member, advisor, or employee 
of a government body, an architect, engineer, or 
land surveyor may not participate in 
considerations or actions with respect to services 
provided by him or his organization. An 
architect, engineer, or land surveyor, in his 
capacity as an elected, retained, or employed 
public official, may not review or approve work 
that he has performed, whether it was under his 
direction or on behalf o f  another employer or 
client. (Eff. 9 /30/78 , Reg. 67)

Authority: AS 08.48.101(a)(5)

12 AAC 36.230. SOLICITATION OF 
EMPLOYMENT, (a) An architect, engineer or 
land surveyor may not pay, solicit nor offer, 
directly o r  indirectly, any bribe or commission 
for professional employment with the exception 
of his payment of the usual commission for 
securing salaried positions through licensed 
employm ent agencies.

(b) Deleted 11/18/83,

(c) An architect, engineer or land surveyor 
may not falsify or permit misrepresentation of 
his o r  her associates' academic or professional 
qualifications. He may not misrepresent or 
exaggerate his degree o f  responsibility in or for 
the subject matter o f  prior assignments.

(d) Brochures o r  other presentations incident

12 A A C  36.210
12 A A C  36.230



Register 88, January 1984

c
PROFESSIONAL A N D

V O C A T I O N A L  REGULATIONS
12 A A C  36.230
12 A A C  36.250

to an architect’s, engineer’s or land surveyor’s 
solicitation o f  employment may not misrepre­
sent pertinent facts concerning employers, 
employees, associates, joint ventures, or his or 
their past accomplishments with the in tent and 
purpose o f  enhancing his qualifications and his 
work. (Eff. 5/23/74 , Reg. 50)

Authority: AS 08.48.101 
AS 08.48.111

ARTICLE 3.
GENERAL PROVISIONS

Section
250. Definitions

12 AAC 36.250. DEFINITIONS. For the
purposes o f  this chapter and AS 08.48, unless 
the context requires otherwise

c

c

c

c

Editor's Note: As of Register 88, Jan. 1984,12 AAC 36.230(b) 
was deleted by the regulations attorney under AS 44.62.125 
(b)(61 and in accordance with a Stipulation and proposed Final 
Judgment filed on November 18. 1983 by the Board of 
Architects, Engineers and Land Surveyors and the United States 
Department of Justice in the United States District Court for the 
District of Alaska in United States v. Alaska Board of Registra­
tion for Architects, Engineers and Land Surveyors, Civil Action 
No. A82-423 CIV. This Stipulation and proposed Judgment were 
filed because 12 AAC 36.230(b) was in violation of section 1 of 
the Sherman Antitrust Act 115 U.S.C. § 1 (1977)1 ■ The pro­
posed Final Judgment which may become final on or soon after 
January 16, 1984 will, also prohibit further enforcement of any 
ban or board policy against competitive bidding.

12 AAC 36.235. ADVERTISING. An archi­
tect, engineer, or land surveyor may not ad­
vertise his or her services in a deceptive or un­
truthful manner. (Eff. 9/30/78, Reg. 67; am 
5/30/82. Reg. 82)

Authority: AS 08.48.101(a)(5)

12 AAC 36.240. IMPROPER CONDUCT, (a)
An architect, engineer, or land surveyor may not 
knowingly associate with or permit the use o f  
his name or firm name in a business venture by 
any person or firm which he knows or has 
reason to believe is engaging in business or 
professional practices in a fraudulent or 
dishonest manner.

(b) If an architect, engineer, or land surveyor 
ha." knowledge or reason to believe that another 
person or firm may be in violation of the 
provisions of  AS 08.48, or any of these rules of 
professional conduct, he or she shall present that 
information to the board in writing and shall 
cooperate with the board in furnishing such 
further information or assistance as may be 
required. (Eff. 5/23/74, Reg. 50; am 9/30/78 , 
Reg. 67)

Authority: AS 08.48.101(a)

12-24.7



APRIL 3 , 1984

TO: JOHN

FROM: KEN

RE: CSSB 438 "RELATING TO THE STATE BOARD OF

ARCHITECTS, ENGINEERS, AND LAND SURVEYORS"

THE HOUSE LABOR AND COMMERCE COMMITTEE FIRST HEARD 

LEGISLATION PERTAINING TO THE BOARD OF ARCHITECTS, 

ENGINEERS, AND LAND SURVEYORS ON MARCH 16th. A NUMBER OF 

BOARD MEMBERS AND REPRESENTATIVES OF THE INDUSTRY AND 

THE DIVISION OF LICENSING TESTIFIED. FOLLOWING THE HEARING 

THE COMMITTEE DRAFTED SUBSTITUTE LEGISLATION WHICH 

ADDRESSES MANY OF THE CONCERNS BROUGHT OUT IN THE 

HEARING. AN ANALYSIS HAS BEEN PREPARED BY STAFF WHICH 

OUTLINES THE DIFFERENCES IN THir SENATE BILL AND THE HOUSE 

LABOR AND COMMERCE COMMITTEE SUBSTITUTE.





A PR IL  16 ,  198 +

TO: JOHN

FROM: KEN

RE: SB 456 RELATING TO EMBALMER AND FUNERAL DIRECTOR

TRAINEES

UNDER THE CURRENT ALASKA STATUTES A PERSON INTERESTED IN 

PURSUING A CAREER AS AN EMBALMER OR A FUNERAL DIRECTOR 

MUST GRADUATE FROM A SCHOOL OF MORTUARY SCIENCE BEFORE 

BEING ALLOWED TO DO AN APPRENTICESHIP IN THE STATE. SINCE 

THERE ARE NO SCHOOLS OF THIS NATURE IN ALASKA ONE MUST 

TAKE RESIDENCE OUTSIDE TO STUDY IN THIS FIELD. SB 456 

WOULD ALLOW ALASKANS TO APPRENTICE BEFORE GOING OUTSIDE 

FOR SCHOOLING SO HE OR SHE COULD GET A BETTER IDEA OF 

WHAT THE PROFESSION IS REALLY LIKE BEFORE LAYING OUT THE 

TIME AND MONEY FOR THE EDUCATION.

QUESTIONS:

1. HOW MANY EMBALMER OR FUNERAL TRAINEFS ARE GOING TO 

BE AFFECTED BY THIS LEGISLATION ?

2. ISN'T THERE SOME NEED FOR FORMAL TRAINING BEFORE EN­

TERING AN APPRENTICESHIP ? SUCH PROGRAMS ARE TRADITION­

ALLY DONE AFTER THE EDUCATION ?

^5. Y) Y  O  J F  ‘>7 (w- / (i ) Y-<3-C'̂ ..r.Ci, /•/ Y

V I  o  !r  S d  )\ d-r d  ,



Bill No. Cominitlcc Substitute for House Hill No. 540 Date
~  . (LAC)
1 ltl(i "An Act relating to contractors' payment L oilUlCtl Eileen Plate

bonds." -165-2700
Rob Bacolas 

465-4070

Committee Substitute for Mouse Bill No. 540 makes editorial changes to provisions in 
Title 36 with respect to action against a contractor's payment bond by persons perform­
ing labor for subcontractors on public construction projects. In this regard, the bill 
provides a sample form for a person performing labor for a subcontractor to notice the 
contractor when a claim for payment of labor is filed against the contractor's bond.
The sample form will assist persons performing labor in filing adequate notice as it 
depicts the specific information which must be included.

The committee substitute also contains a number of more significant changes to Title 36 
with respect to action against a contractor's payment bond by persons who supply mate­
rials, supplies, or equipment to subcontractors on public construction projects. 

Inasmuch as persons who supply materials, supplies or equipment on public construction 
projects fall outside of the department's authority or responsibility as far as col­
lection of monies due them, we have no comments on these particular provisions.

The Department': 

will not have a

A P P R O V n

position on Committee Substitute for Mouse Bill 540 is neutral. It 
fiscal impact on the Department.

Cfrwrvy.

fa i im Robison 
Commissioner

P O S I T I O N  P A P I S M / D e p a r t m e n t  o f  L a b o r



STATU or ALASKA lfJ84 LEGISLATIVE SESSION
FISCAL NOTE

Rev is ion Dole:

REQUEST FISCAL DETAIL
B i 11/Resolution No.: CSHB 540 Agency Affected: Labor___________________
Title: "An Act relating to contrac-Program Category Affected:
tors' payment bonds.11 Public Protection_________________________

Sponsor: Bettiswortli   BRU, Program or S u b p r o g r a m s ) Affected:
Requestor: (H) Labor and Commerce Labor Standards and Safety BRIJ,________
Date of ReguesTT 4/13/04 Wage and Hour______________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 FY 85 FY 86 FY 8/ FY 88 FY 89

1 0 0  PERSONAL SERVICES
2 0 0  TRAVEL
TOO CONTRACTUAL
'tOO SUPPLIES
5 0 0  EQUIPMENT
bOO I AMO U STRUCTURES
7 0 0  CRANTS,  CLAIMS
0 0 0  MISCEl lANEOUS
TOTAL OPERATING 0 0 U 0 0 0

| CAPITAL

1 REVENUE

FUNDING: (Thousands of Dollars)

CENERAL FUND
rrDERAL FUNDS
OTIICR
TOTAL 0 0 0 G 0 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TQ OFFSET FISCAL IMPACT OF BILL: 

Not Applicable

ANALYSIS: Attach a sep?>v^fpage for analysis
?' r .*■ >  ^

Preparo(I B y : R o b ert J. B ac/yas" .trTl D irector _ 

Division: Labor Standards and Safel y ______

/in /
Approved by Commissioner: Jim Robison__________
A g e n c y L a b o r   _________

LEG:A:44
Distribution (by Agency preparing fiscal note) 

Legislative finance 

Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agoncy(ies)

v \

Phone: 465-4370
Date: s//, */& /  

' /  /

Date:___

12/1/83



Senator Paul A. Fischer 
Senate District D 
Box 784
Soldotna, Alaska 99669 
(907) 262-9420 W 

262-9269 H

While in Juneau
Pouch V
Juneau. Alaska 99811 
(907) 465-3791

S t a t e  S e n a t e

April I6„ 1984

MEMO TO: Representative John Cowdry, Chair
House Labor and Commerce Committee

FROM: Senator Paul FischerJ^-^*

SUBJECT: Senate Bill 456

SB 456, "An Act relating to embalmer and funeral director 
trainees," enables a person at; least 18 years of age to undertake a 
traineeship with a suitably licensed embalmer or funeral director prior 
to that person's completing the necessary schooling required for 
licensure. The purpose of this bill is to permit a person to gain some 
experience in the profession of embalming or funeral directing without 
having to leave Alaska, prior to undertaking the formal academic 
program in fulfillment of the requirements for licensure.

As presently structured, Alaska Statutes require a person seeking 
to become an embalmer or funeral director to complete a required 
academic curriculum prior to undertaking any traineeship. An embalmer 
is required to graduate from an accredited college of mortuary science, 
a minimum two-year program. There are no such schools in Alaska, 
and the individual must therefore make a great expenditure of time and 
funds to receive the degree prior to returning to Alaska to undertake 
a traineeship. A funeral director candidate must have completed a year 
of college prior to undertaking a traineeship.

By permitting traineeships prior to completion of the academic 
curriculum, an individual will have an opportunity to get a realistic idea 
of the requirements of the profession ana determine whether or not to 
then pursue the necessary academic course of study to become a 
professional embalmer or funeral director. There are currently I02 
licensed embalmers, funeral directors, and funeral establishments in 
Alaska.

If any additional information in support of SB 456 is needed, 
please let me know.

PF/mc



STATE OF ALASKA .1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Uate:

REQUEST FISCAL DETAIL
Bill/Resolution N o .: S B N' 0. 4 5 6 Agency Affected: C o m m e r c e  5 E c o n o m i c  D ev. 

T i t l e U'An A c t  r e l a t i n g  to e m b a - Pr og r am  Category Affected: P u b l i c  P r o t e c t i o n
l m e r / f u n d e r a l  d i r e c t o r  t r a i n e e s "  _______ _______________

Sponsor: Sen. P. Fischer BRU, Program or Subprogranns) Affectea:
Requestor: S t a t e  A f f a i r s  f, L . S C . O c c u p a t i o n a l  L i c e n s i n g  

Date of Request: F P h r n a r v  1 5. 19 8 4 ________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 37 FY 88 ! FY 89

OPERATING “1 1

100 PERSONAL SERVICES • 1
200 TRAVEL i

300 CONTRACTUAL 1
‘♦00 SUPPLIES

, _

500 EQUIPMENT i

500 LAND & STRUCTURES i
700 GRANTS, CLAIMS i

300 MISCELLANEOUS I i
TOTAL OPERATING 0 I) 0 0 o 1 0

| CAPITAL i 1 1 ! i

i REVENUE n 0 0 0 G O

FUNDING: (Thousands of Dollars)

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

N o  f i s c a l  impact, e x p e c t e d  f r o m  t h i s  b i l l .  T h e  a n t i c i p a t e d  
a p p l i c a t i o n s  w o u l d  b e  l i m i t e d  in  n u m b e r  s o  as t o  r e f l e c t  a 

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

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

ANALYSIS: Attach a separate, paqe for analysis

Prepared By:_ 

Division:

ach a separate page 
/ I  m 'i/m
D a r r e l l  M i l l e r

.One I! p n f  i tin 1 I i r r»n q
Phone:_
Date:

Approved by Commissioner: R i c h a r d  Al^-Eyon Date:

Agency:_________ C o m m e r c e  ft H e o n o m i c  D o v e l o p m c nt

Distribution (by Agency preparing fiscal n o t e )7 
Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
 .Impacted V\gency.(ies)- — .-r—  ---- — -  —

ceneral fund ” 1.... .... r " "i
-------- r

FEDERAL FUNDS i i 1

OTHER i i 1

TOTAL 0 0 0 . 0 0 0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY ..

4 6 5 - 2 5 3 5

F e b r u a r y  1 5 . 19 8 3

.12/1/83





C S S B 4 7 0 ( L & C )  S e c t i o n  b y  S e c t i o n  A n a l y s i s .  3 / 1 5 / 8 4

T h i s  p r o p o s a l  u p g r a d e s  t h e  U n a u t h o r i s e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  a n d  
t h e  S u r p l u s  L i n e s  I n s u r a n c e  A c t  to c o m p o r t  w i t h  t h e  r e c e n t l y  adopited 

m o d e l s  of t h e  N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s ( N A I C ) . 
C u r r e n t l y ,  t h e s e  t wo  a c ts * a l o n g  w i t h  a  t h i r d ,  t h e  U n a u t h o r i z e d  I n s u r e r s  
S e r v i c e  of P r o c e s s  A c t  a p p e a r  in A S  2 1 . 3 3 .

T h i s  p r o p o s a l  c o n t i n u e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  a n d  
t h e  U n a u t h o r i z e d  I n s u r e r s  S e r v i c e  of P r o c e s s  A c t  in A S  2 1 . 3 3 .  A c c e s s  to 
t h a t  m a r k e t  is m o r e  c l e a r l y  s t a t e d .  M o s t  of t h e  c h a n g e s  in A S  2 1 . 3 3  a r e  
n o t  s u b s t a n t i v e .  H o w e v e r  t h e  S u r p l u s  L i n a s  I n s u r a n c e  A c t  h a s  b e e n  r e m o v e d  
f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in a n e w  c h a p t e r .  A S  2 1 . 3 4 .  T h i s  c h a p t e r  m a k e s  
s o m e  s u b s t a n t i a l  r e v i s i o n s  w i t h  r e s p e c t  to h o u  a s u r p l u s  l i n e s  b u s i n e s s  
c a n  b e  c o n d u c t e d  in thisi s t a t e .  It w i l l  g i v e  t h e  r e g u l a t o r  a c l e a r e r  
a b i l i t y  to d ea l  w i t h  th e  c o m p e t e n c e  of t h e  l i c e n s e e  a n d  p r o v i d e  m o r e  
m e a n i n g f u l  p r o t e c t i o n  for t h e  p u b l i c  t h r o u g h !
- c l a r i f i c a t i o n  of t h e  d u t i e s  a n d  r e s p o n s i b i l i t i e s  of th e licenseei!
- h i g h e r  f i n a n c i a l  r e q u i r e m e n t s  for t h e  n o n a d m i t t e d  i n s u r e r ;
- p e r m i s s i o n  to f o r m  a s u r p l u s  l i n e s  a s s o c i a t i o n  w i t h  a n  a c t i v e  r o l e  in 
r e g u l a t i n g  t h e  m a r k e t ;  and.
- a l l o w i n g  a d m i t t e d  m a r k e t s  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t s .

S e c t i o n  1. P a g e  1. l i n e s  8-17.
C u r r e n t  law p r o v i d e s  t h a t  w h e n  th e  s t a t e  e x a m i n e s  an  i n s u r a n c e  c o m p a n y ,  
t h e  i n s u r a n c e  c o m p a n y  p a y B  for t h a t  e x a m i n a t i o n .  A s u r p l u s  l i n e s  b r o k e r  
is a l s o  s u b j e c t  to e x a m i n a t i o n  b u t  d o e s  n o t  p a y  for t h a t  e x a m i n a t i o n .  T h e  
p o s i t i o n  of t h e  s u r p l u s  l i n e s  b r o k e r  is in m a n y  r e s p e c t s  B i m i l a r  to a n  
i n s u r e r ,  p a r t i c u l a r l y  w h e n  t h e  b r o k e r  h a s  u t i l i z e d  a n  i n s u r e r  t h a t  is n o t  
a b l e  to m e e t  i ts o b l i g a t i o n s .  T h i s  s e c t i o n  p r o v i d e s  t h a t  t h e  s u r p l u s  
l i n e s  b r o k e r  m u s t  a l s o  m e e t  t h e  c o s t  of its e x a m i n a t i o n .

S e c t i o n  2. P a g e  1. l i n e s  1 8 - 2 9  &< p a g e  2. l i n e s  1-7.
T h e  c h a n g e  h e r e  iB o n p a g e  1, l i n e s  2 4 - 2 5 .  T h i s  s e c t i o n  t i e s  in w i t h  
S e c t i o n  1. It l i s t s  t h o s e  e n t i t i e s  s u b j e c t  to e x a m i n a t i o n  w i t h o u t  c h a r g e .

S e c t i o n  3. P a g e  2. l i n e s  8 - 2 9  8< p a g e  3. l i n e s  1-3.
T h i s  r e w r i t e  of th e  p u r p o s e  s e c t i o n  d o e s  n o t  c o n t a i n  s u b s t a n t i v e  c h a n g e s .  
It is f o r m a t t e d  in a m o r e  r e a d a b l e  f o r m  a n d  t h e  a p p l i c a t i o n  of t h e  
c h a p t e r  to s u r p l u s  l i n e s  b r o k e r s  h a s  b e e n  d e l e t e d .

S e c t i o n  4. P a g e  3. l i n e s  4- 24.
T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  e d i t o r i a l .  T h e  p h r a s e  " d o i n g  a n  i n s u r a n c e  
b u s i n e s s "  h a B  b e e n  c h a n g e d  to " t r a n s a c t i o n  of i n s u r a n c e " ,  a n d  g e n d e r  
o r i e n t e d  r e f e r e n c e s  h a v e  b e e n  c h a n g e d .

S e c t i o n  5. P a g e  3. l i n e s  2 5 - 2 9  & pag:e 4. l i n e s  1-13.

T h i s  s e c t i o n  c o n t a i n s  m o r e  of t h e  s e m e  c h a n g e s  n o t e d  in S e c t i o n  4. No  
s u b s t a n t i v e  c h a n g e .



S e c t i o n  6. P a g e  4* l i n e s  1 4 - 2 9  & p a g e  5, l i n e s  1-6.
T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  s i m i l a r  to t h o s e  in S e c t i o n  4. No 
s u b s t a n t i v e  c h a n g e s .

S e c t i o n  7. P a g e  5» l i n e s  9 - 2 9  & p a g e  6. l i n e s  1-4.
T h e  d i f f e r e n c e  h e r e  is f o u n d  on  p a g e  6. l i n e s  2-4. It is p r i m a r i l y  a 
c l a r i f i c a t i o n .  No  s u b s t a n t i v e  c h a n g e .

S e c t i o n  8. P a g e  Ei» l i n e s  5-13.
C h a n g e s  s i m i l a r  1:o t h o s e  in S e c t i o n  4.

S e c t i o n  9. P a g e  6. l i n e s  14-26.
T h e  s o l e  c h a n g e  in t h i s  s e c t i o n  is t h e  i n s e r t i o n  of t h e  w o r d  
" n o n a d m i t t e d "  o n  l i n e  16. T h i s  h a s  b e e n  d o n e  in severail of t h e  e a r l i e r  
s e c t i o n s  u i t h o u t  c o m m e n t .  It is a c l a r i f i c a t i o n ,  a n d  o n d  t h a t  is d e f i n e d  
in t h e  d e f i n i t i o n  B e c t i o n  o n  p a g e  12. l i n e s  15 -18. P r e v i o u s l y  t h e  w o r d s  
" i n s u r e r " ,  " n o n a d m i t t e d  i n s u r e r " ,  and. " u n a u t h o r i z e d  i n s u r e r "  h a v e  b e e n  
u s e d  s y n o n y m o u s l y .  T h a t  is i n c o n s i s t e n t  a n d  h a s  led to s o m e  c o n f u s i o n .  
T h i s  c h a n g e  s h o u l d  c l e a r  u n  t h a t  s i t u a t i o n .

S e c t i o n  10. P a g e  6. l i n e s  2 7 - 2 9  t/. p a g e  7, l i n e s  1-29.
T h i s  s e c t i o n  is a c o n s o l i d a t i o n  of B e v e r a l  o t h e r  s e c t i o n s ,  (a) r e p l a c e s  
A S  2 1 . 3 3 . 0 1 5  w i t h  no s u b s t a n t i v e  d i f f e r e n c e ,  (b) r e p l a c e s  A S  2 1 . 3 3 . 0 7 5  
w i t h  s o m e  s h i f t  in a n i n d i v i d u a l s  a b i l i t y  to e n t e r  a n d  u s e  the  
n o n a d m i t t e d  m a r k e t  p l a c e .  T h i s  a b i l i t y  is b r o a d e n e d  in t h i s  b i l l  by 
r e m o v i n g  t h e  s p e c i f i c  d e s c r i p t i o n  of a n  i n d u s t r i a l  i n s u r e d  f o u n d  in A S  
2 1 . 3 3 . 0 7 5 ( 9 ) .  (c) r e p l a c e s  t h e  c o m b i n a t i o n  of A S  2 1 . 3 3 . 0 1 5  a n d  A S
2 1 . 3 3 . 0 7 5 ( 6 )  w i t h  n o  s u b s t a n t i v e  difference.? (d) r e p l a c e s  A S  2 1 . 3 3 . 0 4 1  
w i t h  n o  s u b s t a n t i v e  d i f f e r e n c e .

S e c t i o n  11. P a g e  8. l i n e s  1-24.
T h i s  is a n e w  s e c t i o n  a n d  it l i m i t s  a n o n a d m i t t e d  i n s u r e r s  a c c e s s  to 
A l a s k a  c o u r t s .  T h i s  is a s  to t h o s e  no t  p l a c e d  t h r o u g h  a s u r p l u s  l i n e s  
b r o k e r  in A S  2 1 . 3 4 .  It c l a r i f i e s  t h e  s t a n d i n g  of t h o s e  i n s u r e r s .

S e c t i o n  12. P a g e  8. l i n e s  2 5 - 2 9  8. p a g e  9. l i n e s  1-6.
T h i B  is t h e  s a m e  k i n d  of c h a n g B  n o t e d  in S e c t i o n  9. O n e  a d d i t i o n a l  c h a n g e  
is t h a t  a c c e s s  b y  th e d i r e c t o r  to a n  i n s u r e d s  p u r c h a s e s  in the  a d m i t t e d  
or a u t h o r i z e d  m a r k e t  h a s  b e e n  r e m o v e d .  T h i s  a b i l i t y  to a c c B s a  a d m i t t e d  
p u r c h a s e s  iB p r o b a b l y  u n r e a s o n a b l e  w h e n  p l a c e d  on t h e  i n s u r e d .  P r e s u m a b l y  
a c c e s s  to t h e s e  r e c o r d s  t h r o u g h  o t h e r  s o u r c e s  is s u f f i c i e n t .

S e c t i o n  13. P a g e  9. l i n e s  7-13.
T h i s  s e c t i o n  r e i n f o r c e s  t h e  a b i l i t y  of t h e  d i r e c t o r  to o b t a i n  r e c o r d s  a n d  
i n f o r m a t i o n  u n d e r  t h i s  s e c t i o n .  T h i s  is a c c o m p l i s h e d  b y  a l l o w i n g  t h e  
d i r e c t o r  to a p p l y  for a c o u r t  o r d e r  to c o m p e l  p r o d u c t i o n  of r e c o r d s  a n d  
i n f o r m a t i o n .



S e c t i o n  14. P a g e  9. l i n e s  1 4 - 2 9  & p a g e  10* l i n e s  1-10.

" U n a u t h o r i z e d "  h a s  b e e n  c h a n g e d  to " n o n a d m i t t e d "  a s  n o t e d  in s e c t i o n  9. 
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  r e v i s e d  s o  t h a t  it is m o r e  r e a d i l y  
c a l c u l a b l e .  T h i s  p e n a l t y  w i l l  g e n e r a l l y  b e  s t i f f e r  t h a n  t h a t  n o w  p r o v i d e d

S e c t i o n  IS. P a g e  10* l i n e s  11-26.

M o r e  e d i t o r i a l  c h a n g e s  l i k e  t h o s e  in s e c t i o n  9. S i n c e  t h e  s u r p l u s  l i n e s  
law h a s  b e e n  r e m o v e d  f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in A S  2 1 . 3 4 *  t h a t  r e f e r e n c e  
h a 3  b e e n  n o t e d .  T h e  t i m e  for r e p o r t i n g  h a s  b e e n  s h o r t e n e d  fro m 6 0  d a y s  to 
3 0  days.

S e c t i o n  16. P a g e  10* l i n e s  2 7 - 2 9  & p a g e  11* l i n e s  1-6. 
S a m e  e d i t o r i a l  c h a n g e  n o t e d  in s e c t i o n  9.

S e c t i o n  17. P a g e  11* l i n e s  7-1 5.
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  u p g r a d e d  in t h e  s a m e  f a s h i o n  as  s e c t i o n  14

S e c t i o n  18. Pa\ge 11* l i n e s  16-21.
T h i s  s e c t i o n  is i n t e n d e d  to a v o i d  a n y  p o t e n t i a l  c o n f l i c t  w i t h  n e w  
s e c t i o n s  A S  2 1 . 3 3 . 0 3 7  a n d  A S  2 1 . 3 3 . 0 4 2 .

S e c t i o n  19. P a g e  11. l i n e s  2 2 - 2 9  & p a g e  12* l i n e B  1-4.
T h i s  s e c t i o n  u p g r a d e s  t h e  p e n a l t y  s e c t i o n  b y  i n c r e a s i n g  t h e  p e r  v i o l a t i o n  
p e n a l t y  f r o m  $ 5 0 0  for t h e  f i r s t  o f f e n s e  to $ 1 , 0 0 0  a n d  b y  i n c r e a s i n g  th e  
s e c o n d  o f f e n s e  p e n a l t y  f r o m  $ 5 0 0  to $ 2 * 0 0 0 .  A n e w  p e n a l t y  is a l s o  
s t r u c t u r e d  for a l l o w i n g  a v i o l a t i o n  to c o n t i n u e  u n c o r r e c t e d  in th e a m o u n t  
of $ 1 , 0 0 0  for e a c h  m o n t h  of c o n t i n u a t i o n .

S e c t i o n  20. P a g e  12. l i n e s  5 - 2 9  & p a g e  13. l i n e s  1-25.
T h i s  d e f i n i t i o n  s e c t i o n  is new. T h e r e  is n o t h i n g  r e p r e s e n t i n g  a 
s u b s t a n t i v e  d i f f e r e n c e  f r o m  c u r r e n t  law e x c e p t  in ( 9 ) (A) w h e r e  v e s s e l s  of 
5 0  d i s p l a c e m e n t  t o n s  or l e s s  a r e  n o t  i n c l u d e d  in t h e  d e f i n i t i o n  of m a r i n e  
a n d  a r e  t h e r e f o r  i n c l u d e d  in t h e  r e q u i r e m e n t s  of t h i s  p r o p o s e d  law.

S e c t i o n  21. P a g e  13* l i n e s  2 6 - 2 9 .  all of p a g e s  14-30. & p a g e  31. l i n e s  
i - 1 6

T h i s  s e c t i o n  a d d s  a n e w  c h a p t e r  to th e  i n s u r a n c e  c o d e  d e a l i n g  w i t h  
s u r p l u s  l i n e s  i n s u r a n c e .  T h i s  c h a p t e r  h a s  e s s e n t i a l l y  b e e n  r e m o v e d  f r o m  
A S  21 .3 3 .  A n u m b e r  of c h a n g e s  h a v e  b e e n  m a d e  to p r o v i d e  for a s t r o n g e r  
r e g u l a t i o n  of t h e  s u r p l u s  l i n e s  m a r k e t .  T h i s  is a c c o m p l i s h e d  by  
s t r e n g t h e n i n g  t h e  f i n a n c i a l  r e q u i r e m e n t s  of a c o m p a n y  in th at  m a r k e t  
b e f o r e  it c a n  be  u s e d  in t h i s  s t a t e .  T h e  l i n e  of r e s p o n s i b i l i t y  for t he  
s u r p l u s  l i n e s  b r o k e r  is c l a r i f i e d .  T h e  bi ll  p e r m i t s  th e c r e a t i o n  of a 
s u r p l u s  l i n e s  a s s o c i a t i o n  t h a t  car, h a v e  a s u b s t a n t i a l  s e l f - r e g u l a t o r y  
r o l e  w h i c h  h a s  e x p e r i e n c e d  s u b s t a n t i a l  s u c e s s  in C a l i f o r n i a  a n d  in 
W a s h i n g t o n .  T h i 3  w o u l d  a l l o w  t h e  d i v i s i o n  to m o r e  e f f e c t i v e l y  u s e  i ts  
r e s o u r c e s  to a v o i d  p r o b l e m s  for p e r s o n s  i n s u r e d  in t h a t  m a r k e t .



S e c  2 1 . 3 4 . 0 1 0 .  P a g e  13. l i n e s  2 8 - 2 9  & p a g e  14, l i n e s  1-14. 
T h i s  is t h e  p u r p o s e  s e c t i o n  for t h e  n e w  c h a p t e r

S e c  2 1 . 3 4 . 0 2 0 .  P a g e  14, l i n e s  1 5 - 2 3
T h i s  s e c t i o n  c o n d i t i o n s  w h a t  c a n  b e  p l a c e d  in t h e  n o n a d m i t t e d  m a r k e t .  
T h e r e  is n o s u b s t a n t i v e  d i f f e r e n c e  fr om  c u r r e n t  lau.

S e c  2 1 . 3 4 . 0 3 0 .  P a g e  14. l i n e s  2 4 - 2 9  & p a g e  15, l i n e s  1-12.
T h i s  s e c t i o n  p e r m i t s  w o r k e r s  c o m p e n s a t i o n  to b e  w r i t t e n  in th e  s u r p l u s  
l i n e s  m a r k e t  p r o v i d e d  t h e  d i r e c t o r  f i n d s  it to b e  in t h e  p u b l i c  i n t e r e s t .  
It is s u b s t a n t i a l l y  t he  s a m e  a s  c u r r e n t  law e x c e p t  t h a t  t h i s  p r o p o s a l  h a s  
f i n a n c i a l  r e q u i r e m e n t s  th at  a r e  h i g h e r  t h a n  o t h e r  p l a c e m e n t s  in t h a t  
m a r k e t .

S e c  2 1 . 3 4 . 0 4 0 .  F a g e  15, l i n e s  1 3 - 2 9  & p a g e  15, l i n e s  1-29.
T h i s  s e c t i o n  s u b s t a n t i a l l y  i n c r e a s e s  th e m i n i m u m  c a p i t a l  a n d  s u r p l u s  
r e q u i r e m e n t s  u s e d  in the s u r p l u s  l i n e s  m a r k e t .  It a l s o  r e c o g n i z e s  
d i s t i n c t i o n s  a m o n g  i n s u r e r s ,  L l o y d s  t y p e  o r g a n i z a t i o n s ,  a n d  i n s u r a n c e  
e x c h a n g e s .

S e c  2 1 . 3 4 . 0 5 0 .  P a g e  17, l i n e s  1-9.
T h i s  s e c t i o n  is a n e w  p r o v i s i o n  w h i c h  s u b s t a n t i a l l y  t r a c k s  c u r r e n t  
p r a c t i c e .  It p r o v i d e s  for t h e  l i s t i n g  of e l i g i b l e  s u r p l u s  l i n e s  i n s u r e r s .  
It a l s o  p e r m i t s  th e s u r p l u s  l i n e s  a s s o c i a t i o n  to p e r f o r m  t h a t  t a s k  w h e n  
a p p r o v e d  b y t h e  d i r e c t o r .

S e c  2 1 . 3 4 . 0 6 0 .  P a g e  17, l i n e s  10-23.
T h i s  s e c t i o n  r e q u i r e s  tha t w h e n  a p o l i c y  is w r i t t e n  b y  m o r e  t h a n  o ne  
i n s u r e r  a n d  o n e  or m o r e  of t h o s e  i n s u r e r s  a r e  n o t  e l i g i b l e ,  t h e  i n s u r e d  
m u s t  b e  n o t i f i e d .  T h i s  p r e v e n t s  a p r a c t i c e  w h e r e  s o m e  b r o k e r s  c o n c e a l  th e 
fac t t h a t  t h e r e  a r e  i n e l i g i b l e  i n s u r e r s  on  a risk. O n e  w a y  t h a t  t h i s  is 
d o n e  Is to l i s t  th e i n s u r e r s  a s " u n d e r w r i t e r s  a t  L l o y d ’s a n d  o t h e r  
c o m p a n i e s . "  T h e  d i v i s i o n  d o e s  n o t  a c c e p t  t h i s  p r a c t i c e  now, b u t  is n o t  
c e r t a i n  t h a t  e v e n  in t h o s e  c a s e s  w h e r e  w e  c o r r e c t  it, t h e  i n s u r e d  is 
a d e q u a t e l y  i n f o r m e d .  A l i t t l e  i n f o r m a t i o n  at t h i s  s t a g e  c a n  p r e v e n t  a lot 
of p r o b l e m s  later.

S e c  2 1 . 3 4 . 0 7 0 .  P a g e  17, l i n e s  2 4 - 2 9  & p a g e  18, l i n e s  1-11.
T h i s  s e c t i o n  e s t a b l i s h e s  a p r o c e d u r e  for r e m o v i n g  a n  i n s u r e r  fr om  t h e  
e l i g i b l e  list  a n d  s e t s  f o r t h  a n o t i c e  r e q u i r e m e n t  to all l i c e n s e e s .

S e c  2 1 . 3 4 . 0 8 0 .  P a g e  18, l i n e s  12-29.
T h i s  s e c t i o n  iB s i m i l a r  to a n  e x i s t i n g  r e q u i r e m e n t  to f i l e  a f f i d a v i t s  of 
c o v e r a g e .  It a d d s  a r e q u i r e m e n t  on the s u r p l u s  l i n e s  b r o k e r  to p r o v i d e  
e v i d e n c e  of i n s u r a n c e  to an i n s u r e d  w i t h i n  3 0 d a y s  of p l a c e m e n t  of t h e  
c o v e r a g e .  It a l s o  p r o v i d e r  t h a t  t h e s e  f i l i n g  r e q u i r e m e n t s  m a y  b e  
t r a n s f e r r e d  to th e  s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  a n o r d e r  by  the  
di rec tor .



S e c  2 1 . 3 4 . 0 S 0 .  P a g e  19. l i n e B  1 - 2 9  & p a g e  20. l i n e s  1-15.
T h i s  s e c t i o n  p e r m i t s  t h e  f o r m a t i o n  of a s u r p l u s  l i n e s  a s s o c i a t i o n  a n d  
s e t s  f o r t h  t h e  p o u e r B  a n d  p u r p o s e s  for w h i c h  it m a y  be  formed. It 

e s t a b l i s h e s  t h e  r e q u i r e m e n t s  for its f o r m a t i o n  a n d  m a k e s  it s u b j e c t  to 
e x a m i n a t i o n  by  th e d i r e c t o r .  It p r o v i d e s  t h a t  t h e  d i r e c t o r  m a y  r e q u i r e  
m e n b e r s h i p  in t h e  a s s o c i a t i o n  a s  a c o n d i t i o n  of l i c e n s u r e  in t h i s  st at e.

S e c  2 1 . 3 4 . 1 0 0 .  P a g e  20.. l i n e s  16-29. all of p a g e  21. & p a g e  22. l i n e  1. 
T h i s  s e c t i o n  d e s c r i b e s  t h e  e v i d e n c e  of i n s u r a n c e  w h i c h  a s u r p l u s  l i n e s  
b r o k e r  m u s t  p r o v i d e  for a n  i n s u r e d .  T h e  b a s i c  i d e a  is to r e q u i r e  a full
d i s c l o s u r e  of t h e  f a c t s  r e l a t i n g  to a p l a c e m e n t  in t h e  n o n a d m i t t e d
m a r k e t .  T h i s  a l s o  a p p l i e s  to c h a n g e s  m a d e  in c o v e r a g e .  T h e  b r o k e r  is 
r e q u i r e d  to m a i n t a i n  a full c o p y  of all d o c u m e n t s  p e r t i n e n t  to the
i n s u r a n c e  t r a n s a c t i o n .  A w a r n i n g  is r e q u i r e d  to a p p r i s e  th e i n s u r e d  t h a t
a p o l i c y  p l a c e d  in th e n o n a d m i t t e d  m a r k e t  is n o t  c o v e r e d  b y  th e A l a s k a  
I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  Act.

S e c  2 1 . 3 4 . 1 1 0 .  P a g e  22. l i n e s  2-13.
T h i s  s e c t i o n  p r o v i d e s  t h a t  th e  i n s u r e d  h a s  n o  l i a b i l i t y  for p r e m i u m  un til  
t h e  b r o k e r  h a s  provided! a n o t i c e  to t h e  i n s u r e d  to t he  e f f e c t  t h a t  t he  
i n s u r e r  is n o n a d m i t t e d ,  a n d  t h e r e  is no i n s o l v e n c y  p r o t e c t i o n  p r o v i d e d  
u n d e r  s t a t e  law. T h i B  Is a n e w  a p p r o a c h .

S e c  2 1 . 3 4 . 1 2 0 .  P a g e  22. l i n e s  14-16.

T h i s  iB s i m i l a r  to p r e s e n t  law. I p r o v i d e s  t h a t  c o n t r a c t s  in t he  s u r p l u s  
l i n e s  m a r k e t  p l a c B  a r e  v a l i d  c o n t r a c t s .

S e c  2 1 . 3 4 . 1 3 0 .  P a g e  2.2. l i n e s  17-22.
S e c t i o n  p r o v i d e s  tha t p a y m e n t  to t h e  b r o k e r  is p a y m e n t  to t h e  in su re r.

S e c  2 1 . 3 4 . 1 4 0 .  P a g e  22. l i n e s  2 3 - 2 9 .  all of p i g e  23. a n d  p a g e  24. l i n e s  
1-6.

T h i s  s e c t i o n  s e t s  f o r t h  the  l i c e n s i n g  s t a n d a r d s  a n d  r e q u i r e m e n t s  for a 
s u r p l u s  l i n e s  b r o k e r s  l i c e n s e .  T h e  r e q u i r e m e n t s  a r e  n o t  s u b s t a n t i a l l y  
d i f f e r e n t  t h a n  t h o s e  in c u r r e n t  law. T h e  b o n d  r e q u i r e m e n t  is h i g h e r .  T h i s  
p r o p o s a l  d o e s  p e r m i t  n o n r e s i d e n t  s u r p l u s  l i n e s  b r o k e r s  l i c e n s e e s ,  (e) 
d o e s  p r o v i d e  a p e n a l t y  for l a t e  r e n e w a l  of l i c e n s e .

S e c  2 1 . 3 4 . 1 5 0 .  P a g e  24. l i n e s  7-12 .
T h i s  s e c t i o n  c l a r i f i e s  t he  s c o p e  of a s u r p l u s  l i n e s  b r o k e r s  l i c e n s e .  It 
a l l o w s  th e s u r p l u s  l i n e s  b r o k e r  to a c c e p t  b u s i n e s s  from  o t h e r  s u r p l u s  
l i n e s  b r o k e r s  a n d  o t h e r  b r o k e r s  b u t  n o t  f r o m  a g e n t s .

S e c  2 1 . 3 4 . 1 6 0 .  P a g e  24. l i n e s  1 3 - 2 9  & p a g e  25. l i n e s  1-11.
T h i s  s e c t i o n  c l e a r l y  o u t l i n e s  t h e  k i n d B  of r e c o r d s  th at  m u B t  be 
m a i n t a i n e d  by  a s u r p l u s  l i n e s  b r o k e r  andl that  s u c h  r e c o r d s  m u s t  be  o p e n  
for e x a m i n a t i o n  b y  th e d i r e c t o r .



S e c  2 1 . 3 4 . 1 7 0 .  P a g e  25» l i n e B  12-18.
T h i s  s e c t i o n  r e q u i r e s  a m o n t h l y  r e p o r t  of b u s i n e s s  p l a c e d  in th e  s u l p l u s  
l i n e B  m a r k e t .

S e c  2 1 . 3 4 . 1 8 0 .  P a g e  25. l i n e s  1 9 - 2 9  It p a g e  26. l i n e s  1-27.

T h i s  s e c t i o n  is s u b s t a n t i a l l y  t h e  s a m e  a s  c u r r e n t  law. T h e  p r e m i u m  ta x is 
e s t a b l i s h e d  h e r e  a n d  t he  d i r e c t o r  m a y  h a v e  t he  t a x  c o l l e c t e d  b y  the 
s u r p l u s  l i n e s  a s s o c i a t i o n .  T h e  d i r e c t o r  h a s  t h e  a b i l i t y  to e s t a b l i s h  
a d e q u a t e  s a f e g u a r d s  to p r o t e c t  t h e  m o n i e s  c o l l e c t e d  in t h i s  f a s h i o n .

S e c  2 1 . 3 4 . 1 9 0 .  P a g e  26. l i n e s  2 6 - 2 9  & p a g e  27. l i n e s  1-3.
A f i l i n g  fee of 1% is established,. T h i s  is p r e s e n t l y  at 1/2%.

S e c  2 1 . 3 4 . 2 0 C .  P a g e 2 7 .  l i n e s  4-21 .
T h i s  s e c t i o n  p r o v i d e s  for tw o a l t e r n a t e  m e a n s  of t a x  c o l l e c t i o n .  T h e  
f i r s t  iB by t h e  d i r e c t o r  in t he u s ua l m a n n e r .  T h e  s e c o n d  is b y  t h e  
s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  a n  o r d e r  by  th e  d i r e c t o r  a f t e r  
e s t a b l i s h i n g  t h o s e  s a f e g u a r d s  d e e m e d  a p p r o p r i a t e .

S e c  2 1 . 3 4 . 2 1 0 .  P a g e  27. l i n e s  2 2 - 2 9  h. p a g e  28. l i n e s  1-16.
In th e  c u r r e n t  law, th e  d i r e c t o r  h a s  d i s c r e t i o n a r y  s u s p e n s i u n  or 
r e v o c a t i o n  a u t h o r i t y .  T h e  r e s t r u c t u r i n g  f o u n d  in t h i s  s e c t i o n  is m o r e  
s p e c i f i c  a n d  l i s t s  t h o s e  a c t i o n s  w h i c h  c a n  r e s u l t  in s u s p e n s i o n  or 
r e v o c a t i o n .

S e c  2 1 . 2 J . 220. P a g e  28. l i n e s  17-28.

T h i s  s e c t i o n  t i e s  in to A S 2 1 . 3 3  for s e r v i c e  of p r o c e s s  o n  a n o n a d m i t t e d  
i n s u r e r  u s e d  t h r o u g h  the s u r p l u s  li n e s  m a r k e t .  T h e  p r e s e n c e  of a 

n o n a d m i t t e d  i n s u r e r  on a s u r p l u s  l i n e s  c o n t r a c t  a s s u m e s  t h a t  t h e  i n s u r e r  
h a s  s u b j e c t e d  i t s e l f  to A S  21 .3 4.

S e c  2 1 . 3 4 . 2 3 0 .  P a g e  28. line  29  &< p a g e  29. l i n e B  1-7.
T h i s  p e n a l t y  s e c t i o n  is a n  u p g r a d e  from the p r e s e n t  law. It a l s o  i n c l u d e s  
a n  a b i l i t y  to t a k e  a c t i o n  u n d e r  A S  2 1 . 3 3 . 3 2 0 - 3 3 0  in th e u n f a i r  t r a d e  
p r a c t i c e s  act.

S e c  2 1 . 3 4 . 2 4 0 .  P a g e  29, l i n e s  3- 1 2 ,
S e p a r a b i l i t y  s e c t i o n .

S e c  2 1 . 3 4 . 2 5 0 .  P a g e  29, l i n e s  13-14.

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

S e c  2 1 . 3 4 . 9 0 0 .  P a g e  29. l i n e B  15-213, all of p a g e  30. & p a g e  31, l i n e s  
1-14.



T h e  d e f i n i t i o n s  h e r e  t a k e  t h e  s a m e  e x p l a n a t i o n  a s  t h o s e  in S e c  20. T h e r e  
a r e  a few a d d i t i o n a l  d e f i n i t i o n s  b u t  t h e s e  a r e  n o t  s u b s t a n t i v e l y  
d i f f e r e n t  t h a n  c u r r a n t  u s a g e  in t h e  i n s u r a n c e  cod e.

S e c  22. P a g e  31. l i n e s  15-19.

T h i s  a d d e d  s e c t i o n  in th e u n f a i r  t r a d e  p r a c t i c e s  a c t  m a k e s  it a n  u n f a i r  
t r a d e  p r a c t i c e  to fail to m a k e  t he r e q u i r e d  d i s c l o s u r e s  a n d  r e p o r t s .

S e c  23. P a g e  31. l i n e s  2 0 - 2 9  & p a g e  32. l i n e s  1-2.
T h i s  s e c t i o n  c|ives a d m i t t e d  i n s u r a n c e  c o m p a n i e s  t h e  a b i l i t y  to c o m p e t e  
w i t h  t h e  n o n a d m i t t e d  m a r k e t .  It t i e s  in w i t h  s e c t i o n s  2 4  & 25.

S e c  24. P a g e  32. l i n e s  3 - 9

T h i s  s e c t i o n  t i e s  in w i t h  S e c  2 3  a n d  S e c  2 5  in a l l o u i n g  th e  a d m i t t e d  
m a r k e t  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t .  T h i s  is a c c o m p l i s h e d  b y  
p r o v i d i n g  t h e s e  e x c e p t i o n s  in t h e  r a t e  law w h i c h  h a s  to d a t e  a c t e d  a s  an  
i m p e d i m e n t  to t h a t  k i n d  of c o m p e t i t i o n .

S e c  25. P a g e  32. I i n e 3  10-15.

T h i s  s e c t i o n  t i e s  in w i t h  t h e  p r e v i o u s  t wo  s e c t i o n s .  It s p e c i f i e s  t h o s e  
c o n d i t i o n s  u n d e r  w h i c h  a n  a d m i t t e d  i n s u r e r  c a n  w o r k  o u t s i d e  of its 
f i l i n g s  m a d e  w i t h  the d i r e c t o r .  T h i s  p r o v i d e s  t h e  a b i l i t y  to d i r e c t l y  
c o m p e t e  w i t h  t he  s u r p l u s  l i n e s  m a r k e t .  T h i s  is in th e  p u b l i c  i n t e r e s t  
s i n c B  m o s t  a d m i t t e d  m a r k e t  c o v e r a g e s  a r e  p r o t e c t e d  by th e  g u a r a n t y  
a s s o c i a t i o n  act.

S e c  26. P a g e  32. l i n e s  16-17.
T h i s  s e c t i o n  r e p e a l s  t h o s e  s e c t i o n s  in AS  2 1 . 3 3  w h i c h  a r e  no l o n g e r  
n e e d e d  or h a v e  b e e n  r e p l a c e d  in t h e  n e w  c h a p t e r  in s e c t i o n  21.



T h i s  p r o p o s a l  u p g r a d e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  a n d  
the  S u r p l u s  L i n e s  I n s u r a n c e  A c t  to c o m p o r t  w i t h  t h e  r e c e n t l y  a d o p t e d  
m o d e l s  of t h e  N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s ( N A I C ) . 
C u r r e n t l y ,  t h e s e  to o ac t s ,  a l o n g  u i t h  a t h i r d ,  t h e  U n a u t h o r i z e d  I n s u r e r s  
S e r v i c e  of P r o c e s s  A c t  a p p e a r  in A S  2 1 . 3 3 .

T h i s  p r o p o s a l  c o n t i n u e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A ct  a n d  
t h e  U n a u t h o r i z e d  I n s u r e r s  S e r v i c e  of P r o c e s s  A c t  in A S  2 1 . 3 3 .  A c c e s s  to 
t h a t  m a r k e t  is more* c l e a r l y  s t a t e d .  M o s t  of t h e  c h a n g e s  .in A S  2 1 . 3 3  a r e  
no t  s u b s t a n t i v e .  H o w e v e r  t h e  S u r p l u s  L i n e s  I n s u r a n c e  A c t  h a s  b e e n  r e m o v e d  
fr om  A S  2 1 . 3 3  a n d  p l a c e d  in a n e w  c h a p t e r .  A S  2 1 . 3 4 .  T h i s  c h a p t e r  m a k e s  
s o m e  s u b s t a n t i a l  r e v i s i o n s  w i t h  r e s p e c t  to h o w  a s u r p l u s  l i n e s  b u s i n e s s  
c a n  be  c o n d u c t e d  in t h i s  s t a t e .  It w i l l  g i v e  t h e  r e g u l a t o r  a c l e a r e r  
a b i l i t y  to de al  w i t h  th e  c o m p e t e n c e  of th e  l i c e n s e e  a n d  p r o v i d e  m o r e  
m e a n i n g f u l  p r o t e c t i o n  for t h e  p u b l i c  t h r o u g h !
- c l a r i f i c a t i o n  of t h e  d u t i e s  a n d  r e s p o n s i b i l i t i e s  of t h e  l i c e n s e e ;
- h i g h e r  f i n a n c i a l  r e q u i r e m e n t s  for th e  n o n a d m i t t e d  i n s u r e r ;
- p e r m i s s i o n  to f o r m  a s u r p l u s  l i n e s  a s s o c i a t i o n  w i t h  an  a c t i v e  r o l e  in 
r e g u l a t i n g  t h e  m a r k e t ;  and.
- a l l o w i n g  a d m i t t e d  m a r k e t s  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t s .

S B 4 7 0  S e c t i o n  b y  S e c t i o n  A n a l y s i s .

S e c t i o n  1. P a g e  1. l i n e s  8- 1 7.
C u r r e n t  law p r o v i d e s  t h a t  w h e n  t h e  s t a t e  e x a m i n e s  a n  i n s u r a n c e  c o m p a n y ,  

th e  i n s u r a n c e  c o m p a n y  p a y s  for t h a t  e x a m i n a t i o n .  A s u r p l u s  l i n e s  b r o k e r  
is a l s o  s u b j e c t  to e x a m i n a t i o n  b u t  d o e s  n o t  p a y  for t h a t  e x a m i n a t i o n .  T h e  
p o s i t i o n  of th e s u r p l u s  l i n e s  b r o k e r  is in m a n y  r e B p e c t B  B i m i l a r  to an 
i n s u r e r ,  p a r t i c u l a r l y  w h e n  t h e  b r o k e r  h a s  u t i l i z e d  an  i n s u r e r  t h a t  Is no t  
a b l e  to m e e t  its o b l i g a t i o n s .  T h i s  s e c t i o n  p r o v i d e s  t h a t  th e s u r p l u s  
l i n e s  b r o k e r  m u s t  a l s o  m e e t  t h e  c o s t  of its e x a m i n a t i o n .

S e c t i o n  2. P a g e  1. l i n e s  1 8 - 2 9  & p a g e  2. l i n e s  1-7.
T h e  c h a n g e  h e r e  is o n p a g e  1. l i n e s  2 4 - 2 5 .  T h i s  s e c t i o n  t i e s  in w i t h  
S e c t i o n  1. It l i B t s  t h o s e  e n t i t i e s  s u b j e c t  to e x a m i n a t i o n  w i t h o u t  c h a r g e .

S e c t i o n  3. P a g e  2. l i n e s  8 - 2 9  &< p a g e  3. l i n e s  1-3.
T h i s  r e w r i t e  of t h e  p u r p o s e  s e c t i o n  d o e s  n o t  c o n t a i n  s u b s t a n t i v e  c h a n g e s .  
It iB f o r m a t t e d  in a m o r e  r e a d a b l e  f o r m  a n d  t h e  a p p l i c a t i o n  of t he  
c h a p t e r  to s u r p l u s  l i n e s  b r o k e r s  h a s  b e e n  d e l e t e d .

S e c t i o n  4. P a g e  3. l i n e B  4- 24.

T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  e d i t o r i a l .  T h e  p h r a s e  " d o i n g  an  i n s u r a n c e  
b u s i n e s s "  h a s  b e e n  c h a n g e d  to " t r a n s a c t i o n  of i n s u r a n c e " ,  a n d  g e n d e r  
o r i e n t e d  r e f e r e n c e s  h a v e  b e e n  c h a n g e d .

S e c t i o n  5. P a g e  3. l i n e s  2 5 - 2 9  8/ p a g e  4. l i n e s  1-13.
T h i s  s e c t i o n  c o n t a i n s  m o r e  of t h e  s a m e  c h a n g e s  n o t e d  in S e c t i o n  4. No  
s u b s t a n t i v e  c h a n g e .

u m m q K y



S e c t i o n  6. P a g e  4* l i n e s  1 4 - 2 9  8< p a g e  5. l i n e s  1-8.
T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  s i m i l a r  to t h o s e  in S e c t i o n  4. No 
s u b B t a n t i v e  c h a n g e s .

S e c t i o n  7. P a g e  5* l i n e s  9 - 2 9  &< p a g e  6. l i n e s  1-4.

T h e  d i f f e r e n c e  h e r e  is f o u n d  on p a g e  6. l i n e s  2-4. It is p r i m a r i l y  a 
c l a r i f i c a t i o n .  No  s u b s t a n t i v e  c h a n g e .

S e c t i o n  8. P a g e  6. l i n e s  5-13 .
C h a n g e s  s i m i l a r  to t h o s e  in S e c t i o n  4.

S e c t i o n  9. P a g e  6* l i n e s  14-26.
T h e  s o l e  c h a n g e  in t h i s  s e c t i o n  is t h e  i n s e r t i o n  of th e  w o r d  
" n o n a d m i t t e d "  on  li ne  16. T h i s  h a s  b e e n  d o n e  in s e v e r a l  of t h e  e a r l i e r  
s e c t i o n s  w i t h o u t  c o m m e n t .  It is a c l a r i f i c a t i o n *  a n d  o n d  t h a t  is d e f i n e d  
in t h e  d e f i n i t i o n  s e c t i o n  on p a g e  12* l i n e s  15-18. P r e v i o u s l y  t h e  w o r d s  
" i n s u r e r " *  " n o n a d m i t t e d  i n s u r e r " *  and* " u n a u t h o r i z e d  i n s u r e r "  h a v e  b e e n  
u s e d  s y n o n y m o u s l y .  T h a t  is i n c o n s i s t e n t  a n d  h a s  led to s o m e  c o n f u s i o n .  
T h i s  c h a n g e  s h o u l d  c l e a r  u p  t h a t  s i t u a t i o n .

S e c t i o n  10. P a g e  6, l i n e s  2 7 - 2 9  & p a g e  7. l i n e s  1-2S.
T h i s  s e c t i o n  is a c o n s o l i d a t i o n  of s e v e r a l  o t h e r  s e c t i o n s ,  (a) r e p l a c e s  
A S  2 1 . 3 3 . 0 1 5  w i t h  no s u b s t a n t i v e  d i f f e r e n c e ,  (b) r e p l a c e s  A S  2 1 . 3 3 . 0 7 5  
w i t h  s o m e  s h i f t  in a n  i n d i v i d u a l s  a b i l i t y  to e n t e r  a n d  u s e  t h e  
n o n a d m i t t e d  m a r k e t  p l a c e .  T h i s  a b i l i t y  is b r o a d e n e d  in t h i s  b i l l  b y  
r e m c v i n g  t h e  s p e c i f i c  d e s c r i p t i o n  of a n  i n d u s t r i a l  i n s u r e d  f o u n d  in AS  
2 1 . 3 3 . 0 7 5 ( 9 ) .  (c) r e p l a c e s  t he c o m b i n a t i o n  of A S  2 1 . 3 3 . 0 1 5  a n d  AS
2 1 . 3 3 . 0 7 5 ( 6 )  w i t h  no  s u b s t a n t i v e  d i f f e r e n c e ,  (d) r e p l a c e s  A S  2 1 . 3 3 . 0 4 1  
w i t h  no s u b s t a n t i v e  d i f f e r e n c e .

S e c t i o n  11. P a g e  8, l i n e s  1-24.
T h i s  is a n e w  s e c t i o n  a n d  it l i m i t s  a n o n a d m i t t e d  i n s u r e r s  a c c e s s  to 
A l a s k a  c o u r t s .  T h i s  is a s to t h o s e  n o t  p l a c e d  t h r o u g h  a s u r p l u s  l i n e s  
b r o k e r  in A S  21 . 3 4 .  It c l a r i f i e s  t h e  s t a n d i n g  of t h o s e  i n s u r o r s .

S e c t i o n  12. P a g e  8* l i n e s  2 5 - 2 9  &< p a g e  9. l i n e s  1-6.
T h i s  is t he s a m e  k i n d  of c h a n g e  n o t e d  in S e c t i o n  9. O n e  a d d i t i o n a l  c h a n g e  
is t h a t  a c c e s s  by  th e  d i r e c t o r  to i i n s u r e d s  p u r c h a s e s  in t h e  a d m i t t e d  
or a u t h o r i z e d  m a r k e t  h a s  b e e n  remi 3d. T h . s  a b i l i t y  to a c c e s s  a d m i t t e d  
p u r c h a s e s  is p r o b a b l y  u n r e a s o n a b l e  w h e n  p l a c e d  o n  t h e  i n s u r e d .  P r e s u m a b l y  
a c c e s s  to t h e s e  r e c o r d s  t h r o u g h  o t h e r  s o u r c e s  is s u f f i c i e n t .

S e c t i o n  13. P a g e  9. l i n e s  7-13.

T h i s  s e c t i o n  r e i n f o r c e s  th e  a b i l i t y  of th e  d i r e c t o r  to o b t a i n  r e c o r d s  a n d  
i n f o r m a t i o n  u n d e r  t h i s  s e c t i o n .  T h i s  is a c c o m p l i s h e d  by  a l l o w i n g  t h e  
d i r e c t o r  to a p p l y  for a c o u r t  o r d e r  to c o m p e l  p r o d u c t i o n  of r e c o r d s  a n d  
i n f o r m a t i o n .



S e c t i o n  14. P a g e  9. l i n e s  1 4 - 2 9  &< p a g e  10* linfES 1-10.
" U n a u t h o r i z e d "  h a s  b e e n  c h a n g e d  to " n o n a d m i t t e d "  a s  n o t e d  in s e c t i o n  9. 
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  r e v i s e d  s o  t h a t  it is m o r e  r e a d i l y  

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

S e c t i o n  15. P a g e  10* l i n e s  11-26.

M o r e  e d i t o r i a l  c h a n g e s  l i k e  t h o s e  in s e c t i o n  9. S i n c e  th e  s u r p l u s  l i ne s 
law h a s  b e e n  r e m o v e d  f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in A S  2 1 . 3 4 *  th at  r e f e r e n c e  
h a s  b e e n  n o t e d .  T h e  t i m e  for r e p o r t i n g  h a s  b e e n  s h o r t e n e d  fro m 5 0  d a y s  to 
3 0  days.

S e c t i o n  16. P a g e  10* l i n e s  2 7 - 2 9  &< p a g e  11* l i n e s  1-6.
S a m e  e d i t o r i a l  c h a n g e  n o t e d  in s e c t i o n  9.

S e c t i o n  17. P a g e  11* l i n e s  7-15.

T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  u p g r a d e d  in t h e  s a m e  f a s h i o n  a s  s e c t i o n  14 

S e c t i o n  18. P a g e  11* l i n e s  16-21.
T h i s  s e c t i o n  is i n t e n d e d  to a v o i d  a n y  p o t e n t i a l  c o n f l i c t  w i t h  n e w  
s e c t i o n s  A S  2 1 . 3 3 . 0 3 7  a n d  A S  2 1 . 3 3 . 0 4 2 .

S e c t i o n  19. P a g e  11* l i n e s  2 2 - 2 9  &< p a g e  12. l i n e s  1-4.

T h i s  s e c t i o n  u p g r a d e s  t h e  p e n a l t y  s e c t i o n  by  i n c r e a s i n g  th e pe r  v i o l a t i o n  
p e n a l t y  f r o m  $ 5 0 0  for t h e  f i r s t  o f f e n s e  to $ 1 , 0 0 0  a n d  b y  i n c r e a s i n g  t h e  
s e c o n d  o f f e n s e  p e n a l t y  f r o m  $ 5 0 0  to $ 2 * 0 0 0 .  A n e w  p e n a l t y  is a l s o  

s t r u c t u r e d  for a l l o w i n g  a v i o l a t i o n  to c o n t i n u e  u n c o r r e c t e d  in t h e  a m o u n t  
of $ 1 , 0 0 0  for e a c h  m o n t h  of c o n t i n u a t i o n .

S e c t i o n  20. P a g e  12, l i n e s  5 - 2 9  & p a g e  13, l i n e s  1-25.

T h i s  d e f i n i t i o n  s e c t i o n  is new. T h e r e  iB n o t h i n g  r e p r e s e n t i n g  a 
s u b s t a n t i v e  d i f f e r e n c e  f r o m  c u r r e n t  law e x c e p t  in ( 9 ) (A) w h e r e  v e s a e l B  of 
5 0  d i s p l a c e m e n t  t o n s  or l e s s  a r e  n o t  i n c l u d e d  in th e  d e f i n i t i o n  of m a r i n e  
a n d  a r e  t h e r e f o r  i n c l u d e d  in th e  r e q u i r e m e n t s  of t h i s  p r o p o s e d  law.

S e c t i o n  21. P a g e  13, l i n e B  2 6 - 2 9 *  all of p a g e s  14-30* &< p a g e  31, l i n e s  
1-16.

T h i s  s e c t i o n  a d d s  a n e w  c h a p t e r  to t h e  i n s u r a n c e  c o d e  d e a l i n g  w i t h  
s u r p l u s  l i n e s  i n s u r a n c e .  T h i s  c h a p t e r  h a s  e s s e n t i a l l y  b e e n  r e m o v e d  fr om  
A S  2 1 . 3 3 .  A n u m b e r  of c h a n g e s  h a v e  b e e n  m a d e  to p r o v i d e  for a s t r o n g e r  
r e g u l a t i o n  of t h e  s u r p l u s  l i n e s  m a r k e t .  T h i s  is a c c o m p l i s h e d  by 

s t r e n g t h e n i n g  t h e  f i n a n c i a l  r e q u i r e m e n t s  of a c o m p a n y  in t h a t  m a r k e t  

b e f o r e  it c a n  b e  u s e d  in t h i s  s t a t e .  T h e  li ne  of r e s p o n s i b i l i t y  for t h e  
s u r p l u s  l i n e s  b r o k e r  is c l a r i f i e d .  T h e  bi ll  p e r m i t B  t h e  c r e a t i o n  of a 
s u r p l u s  l i n e s  a s s o c i a t i o n  t h a t  c a n  h a v e  a s u b s t a n t i a l  s e l f - r e g u l a t o r y  
r o l e  w h i c h  h a s  e x p e r i e n c e d  s u b s t a n t i a l  s u c e s s  in C a l i f o r n i a  a n d  in 
W a s h i n g t o n .  T h i s  w o u l d  a l l o w  th e d i v i s i o n  to m o r e  e f f e c t i v e l y  u s e  it s 
r e s o u r c e s  to a v o i d  p r o b l e m s  for p e r s o n s  i n s u r e d  in t h a t  m a r k e t .


