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This bill would require the Department of Labor to pay unemployment insurance 

benefits to qualifying persons between school terms. Two costs would be 

associated with this bill, the actual costs of the benefits paid and the admin­

istrative costs to run the program.

The estimated benefits to be paid in Fiscal Year 1985 are calculated as follows:

Number of Eligible Claimants $ 1,400

Average Weekly Benefit Amount x 135

$ 189,000

Average Lengih of Claim x 10 wks

Adjustment for Increase in Average Weekly + 110,000

Benefit Amount from $135 to $150

Total Benefits Fiscal Year 1985 $2,000,000

The estimated benefits to be paid in fiscal years 1986 - 1989 are as follows:

Number of Eligible Claimants $ 1,400

Average Weekly Benefit Amount x 150

$ 216,000

Average Length of Claim x 10 wks

Total $2,100,000

Administration costs to run this program would include the salaries of eight 

seasonal Unemployment Insurance Specialist I's for frur months each. Con­

tractual and Supply costs associated with these positions would include postage 

and forms, as well as normal expenses. One-time expenses would include $10,000 

in Contractual in Fiscal Year 1985 to complete automation of the claims proces­

sing function, and $5,000 in Fiscal Year 1985 to purchase equipment for this 

funct ion.

In preparing the cost estimate for benefits to be paid the following assumptions 

were made:

1. An effective date of May 22, 1964.

2. The average weekly benefit ainounr, would increase from $135 to $150 on 

October 1, 1984.

3. No increase in claims would be seen from Fiscal Year 1985 - 1989.

4. There would be no further increase in benefit amoivnt from Fiscal Year 1985 

- 1989.



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: HCS CSSB 525 (L&C)

TITLE: "An Act relating to Unemployment Insurance."

AGENCY AFFECTED: Department of Labor

Page 3

In preparing the cost estimates for administrative costs the following assumptions 
were made:

1. An effective date of May 22, 1984.

2. An annual inflation rate of six percent.

LEG:B : 14



S' STATC OF ALASKA 1904 LEGISLATIVE SESSION
FISCAL NOTE

All

REQUCST FISCAL DETAIL
Bi 1I/Resolution No.: CSSB 525<&y) "Agency Affected ___ _____________

Title: "An Act rela'ETiig t'o~ Program Category Affected:___A]

Unemployment Ic.bJi ance,f

Spunsor; Se n a te Labor/Commerce B1UI, Program or Subprogram!^)" Affected:

Requestor; Senate Fvnance_________ A11________________________________________________

Date of Request: April 25. 1 9 8 4 ___________________________________________________

OPERATING

F T P ' " F T a r FY.OG i-Y 8 / " T V  Oil " FY 09

100 PERSONAL SERVICES 

?00 TRAVEL 

300 CONr.°ACTUAL 

<|00 SUPPLIES 

S00 CQiiJPMENT 

(■.00 I.ANO L  STRIJCTUIitS 

/00 GRANTS # C f  IMS 

Ul»0 H ISCELLAMru.5

.. 109 1 . 403.3 510 6 522.4 52C.6
-

IuIAl OPERA 1 INC, 169* 1 40.3.3 510.0 522.4 520.0

1 CAP 11AL

[ RLVLNlii: | I |

FUNDING: (Thousands of Poll a r s )

CCNEUAl FUNU 

FE'JEIiAL FUNUS 

OTHER 

TOTAL

1 2 G . 8 34/.0 309.0 .391 .0 395.0

1 1 . 1 1 32.4 30.3 30 0 30.9

.30.5 83.4 93.3 94.0 94.7

. __169*1 . 4 G 3 J _____511LG 522.4 520.0

POSITION j .
TUl.L-T 1 ME 

PART-TIHE

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF 11 ILL:

Personal Service benefits would increase for all agencies based on the 

projected increase in unemployment insurance paid to ex-state employees 

and seasonal employees.

ANALYSIS: Attach a V a g o  fpr Tn al ys is

Prepared By 
Division: iplayiiicd. A f d a

Phone: 465-271?
   Date: y

l V  ( ./ A-* J ‘ " /

Approved by Commissioner:^]^ rlnil'i >„•,"/ pjto: /  7'■!
Agency:________  / ~ 7

LEG:A:4
Distribution (by Agency preparing fiscal noLo):

Legislative Finanr'*

Legislative Sponsor 

Requestor

Office of Management and 3udyot
Impacted Anency(ies) 12/1/03



Page 2 F i s c a l  N o te  C S S B  525 ( F i n )  
D e pa r tm en t '  o f  L a b o r

The f o l l o w i n g  a s s u m p t io n s  were  made i n  p r e p a r i n g  the  
f o r e c a s t e d  c o s t s :

1 ,  S t a t e  em p loym ent  w i l l  c o n t i n u e  t o  i n c r e a s e  t h r o u g h  
FY 1986.  T h e r e a f t e r ,  s t a t e  emp loyment  w i l l  l e v e l  o f f  
w i t h  c o n s o l i d a t i o n  o f  a d m i n i s t r a t i v e  j o b s  and b e l t  
t i g h t e n i n g  b e i n g  o f f s e t  by j o b s  based on i n c r e a s e d  
p o p u l a t i o n ,

2 .  T he re  i s  no wage i n c r e a s e  f o r  c a l e n d a r  y e a r  1984.
The wages t h r o u g h  FY 1986 r e f l e c t  th e  r e c e n t  ag reem en t  
w i t h  APEA. A 5 p e r c e n t  y e a r l y  i n c r e a s e  c o n t i n u e s  
t h r o u g h o u t  t h e  r e m a in d e r  o f  th e  f o r e c a s t  p e r i o d .

3 .  As p r o v i d e d  i n  t h i s  b i l l ,  t h e  maximum w e e k ly  b e n e f i t  
amount p a id  f o r  u n e m p lo y e n t  i n s u r a n c e  c l a im s  w i l l  i n c r e a s e  
f ro m  $156 t o  $188,  e f f e c t i v e  O c to b e r  1 ,  1984.

As a r e s u l t ,  t h e  S t a t e  o f  A la s k a  w o u ld  be r e c u i r e d  t o  pay 
m ore  i n  i t s  p e r s o n a l  s e r v i c e  b e n e f i t  c o s t s  f o r  unemp loyment  
i n s u r a n c e .  The t o t a l  amount o f  t h e  i n c r e a s e d  c o s t s  (w h ic h  
w o u ld  a f f e d  a l l  D e p a r tm e n ts  i n  t h e  S t a t e )  i s  p r o j e c t e d  f ro m  
p a s t  e x p e r i e n c e  and a c o m p u te r i z e d  m o d e l i n g  t e c h n i q u e .  The 
e s t i m a t e d  i n c r e a s e  i n  th e  a v e ra g e  payment u s i n g  t h i s  method 
i s  12.7%. T h i s  i n c r e a s e  w o u ld  n o t  u c c u r  i m m e d ia t e l y  i n  
FY ' 8 5 ,  because  c l a i m a n t s  a re  p a i d  f o r  an e n t i r e  y e a r  a t  
t h e  r a t e s  i n  e f f e c t  when t h e y  f i r s t  c l a i m  b e n e f i t s .  The 
t o t a l  e f f e c t  o f  the  i n c r e a s e  w o u ld  n o t  be f e l t  u n i t l  FY '8 7 .



t

HCS FOR CS FOR SB 525 (L&C) 

BILL ANALYSIS

Section I. This i_ "housekeeping" amendment which would make a technical 
chanqe to the training and building fund provision so that unobligated money

in the training and building fund could be held an additional 30 days past 
the end of the fiscal year. The law currently requires that any unobligated 
mrney over $ 100,000 in the training and building fund must lapse to the unem­

ployment trust fund the last day of the f'scal year. This money is obli­

gated in appropriations bills prior to the e.id of the fiscal year, but the 
bills are often not signed until after the end of the fiscal year. The money 

is therefore not technically obligated until after the money has already 
lapsed back to the unemployment trust fund. The proposed amendment solves 
this "accounting" problem by holding the money in the training and building 
fund until the appropriation is signed.

Sections 2 and 3 . The lax Equity and Fiscal Responsibility Act of 1982 (Public 
law 9/-24B) amended the Federal Unemployment Tax Act (FUTA) to increase the 
gross FUTA tax on employers fram 3.5 percent to 6.2 percent. It also increased
the additional credit against the FUTA tax for contributions to a state unem­

ployment fund from 2.7 percent to 5.4 percent. These amendments are effective 
January 1, 1985. Because of the language of the FUTA, all employers in the 
state cannot be guaranteed the full FUTA credit of 5.4 percent unless the state 
law includes a maximum (standard) state tax rate of at least 5.4 percent.

Section 2‘ of the bill amends AJ 23.20.170 to enact a standard rate of 5.4 per­
cent. Rates below 5.4 percent would continue to be granted under AS 23.20.290.

Section 3 of the bill amends AS 23.20.290 by adding a 21st rate class comprised 
of employers with the highest ruarterly decline quotients whose cumulative pay­

roll is .01 percent of the total payroll in the state. This small minority
of employers would receive a rate not less than 5.4 percent. The1 FUTA requires 

that the 5.4 percent rate be actually assessed at least one employer in the 
state, in order for all employers in the state to be guaranteed the maximum

additional FUTA credit of 5.4 percent. This amendment meets the requirements 
of the FUTA vith the least distortion to the present rate structure.

Section 4 . This section amends AS 23.20.290(e) to include interest earned on 
the unemployment trust fund in the benefit cost rate computation. Unemployment

tax contributions are computed as a percentage of the benefit cost rate, under 
a formula designed to recover all outlays from the fund. Interest earnings are 

not currently shown as income to the fund. Unless corrected, this will continue 
to cause higher than necessary taxes.

Section 5 . This section complements t' 1 amendment made to AS 23.20.290(e) under 
sec. 4 of the bill. It amends AS 23.20.290(f) to provide for a negative fund
solvency adjustment (in effect, a fund solvency credit) when the unemployment 

trust fund reaches a certain level of adequacy, defined as a reserve rate (ratio 
of fund l-ilance to total state wages) of at least 3.3 percent.



Section 6. This section amends the benefit schedule in AS 23.20.350(d) to pro­

vide a maximum' UI weekly benefit amount of S188, not counting dependents allow­

ance. This will provide approximately 60 percent of claimants with replacement of 
50 percent of their average weekly wages. Federa’l benefit adequacy guidelines 
suagest that a state's benefit schedule should provide 50 percent wage replacement 
for at least 80 percent of claimants. However, Alaska's liberal eligibility pro­

visions make application of the federal guidelines too costly. The benefit sche­
dule was amended in 1980 to provide a maximum weekly benefit of $150. Th.s sche­

dule replaced 50 percent of wages for approximately two-thirds of claimants, but 
wage inflation since 1980 has steadily eroded this level of wage replacement. 

Although a small increase of $6 was approved in 1982, only about 56 percent of 
claimants receive 50 percent wage replacement under the current schedule. The 

proposed schedule would increase costs to the trust fund by about 12.7 percent.

S r :tions 7 and 8. These two sections would change the requirements for the receipt 

of dependents allowance. The amendments do not change the amount of the allowance.

Under the current statute, an individual claiming d e p e n d e d  allowance must certify 

(and be able to prove) that he or she is providing more than 50 percent of the 
dependents' support. The dependents must be claimed when the claimant first files 

for benefits, and the number of dependents cannot be changed during the benefit 
year unless the claimant acquires an additional dependent by birth or adoption. 

These two features of the present law -the "primary support" requirement and the 
requirement that dependents must be claimed at the beginning of the benefit yeaA 

-- are not necessary for the administration of the dependents provision, and they 
may frustrate its purpose.

In households where both parents work, the children are jointly supported. How­

ever, under the "primary support" requirement only one parent may claim dependents 
in the household, even though the other parent may be providing a larger percentage 

of his or her wages for support of the children. The proposed changes would pay 

dependents allowance to either parent having physical custody of the child. The 
same dependent could not be claimed by both parents, but a parent could claim any 

dependents in the household which are not being claimed by the other parent. The 
"primary support" requirement has been retained as an alternative, so that a 
non-custodiaI parent may qualify for the dependents allowance. In other words, 
"dependent" has been redefined to mean one who is either in the physical custody 

of the claimant or dependent on the claimant for more than 50 percent of support.
However, to claim a dependent over 18 years of age the claimant would still be

required to show primary support, the same as in the current law.

The proposed changes would also allow a claimant to add dependents (up to a limit 
of three) for any reason ..bile drawing regular benefits during his benefit year. 
For example, a claimant whose wife is claiming their two children would not be

able to claim the children when he first files his claim. However, he would be
able to claim the children after his wife's henefit year ends, for the remainder 

of his own benefit year. Under tne current law, this claimant would be unable to 
claim the dependents for his entire benefit year.

Section 9 . This section establishes an interim benefits program to pay benefits 
to employees of educational institutions who would have their regular unemployment 

benefits reduced or denied under the changes proposed in sec. 11 of this bill. 
St" :icn 11 adds a new subsection (h) to AS 23.20.381 to disqualify employees



other than instruct'onal, research, and administrative employees during the period 
between academic years or terms. This change is required in all state Ijws by 
Public Law 98-21. The interim benefits program wnuld pay these employees the 

difference between their regular amount and the amount they would receive under 

AS 23.20.381(h). The administrative and benefit costs of interim benefits must 
be financed from the general fund, because financing the benefits from the unem­
ployment trust fund would constitute noncompliance with Public Law 98-21.

Section 10. This section amends AS 23.20.362(c) by adding severance and termi­

nation payments to the list of income which is deducted from UI benefits. Under 
the provision as it now stands, wages in lieu of dismissal notice and payments for 
accrued vacation, sick leave, and holidays are deducted dollar for dollar from UI 

benefits payable. Tnese payments are treated differently from regular wage payments, 
which are deducted under AS 23.20.360 at the rate of $.75 for every $1 earned for 
the week in excess of $50. The vacation, sick, and holiday pay, and wages in liou 

of notice, unlike regular wage payments, do not show any new attachment to the 
•lahor market, but are paid on for these payments is justifiable on the basis that 
unemployment insurance should not be paid for a week if the claimant is already 

receiving a "wage replacement" for that week based on his previous work. However, 
because of the language of the provision, "severance" and "termination" pay are 
not deductible, even though the rationale for deducting them is the same as for 

the other "wage replacement" payments.

Section 11. AS 23.20.381(e' currently disqualifies an individual working in an 
instructional, research, or principal administrative capacity in an educational 
institution, during the period between two academic years or terms, or during a 
period of paid sabbatical leave. This provision is required in all state laws for 

conformity with Sec. 3304 (a)(6)(A) of the federal Unemployment Tax Act (FUTA).

the FUTA has now been amended by Public Law 98-21 to extend the disqualification 
to:

1. All employees of educational institutions.

2. Employees of "educational service agencies" serving in educational 
institutions.

3. Any established vacation period or holiday re-.ess.

These changes are required in all state laws to avoid denial of certification for 
the FUTA tax offset credit and administrative grants.

Section 12. Section 202 of the Federal State Extended Unemployment Compensation 
Act previously required the indefinite disqualification of an extended benefit 
claimant who die! not actively engage in seeking work, regardless of.the reason the 

claimant did not seek work. This requirement has been relaxed by P.L. 98-21. A 

state is now permitted to apply regular state able and available provisions if the 
extended benefit claimant failed to seek work because he was hbsp'talized or on 
jury duty. This is entirely optional, but we recommend enactment of conforming 
legislation to take advantage of the relaxation of federal requirements.
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HCS FOR CS FOR SB 525 (L&C)

BILL ANALYSIS

Section 1 . This is a "housekeeping" amendment which would make a technical 
change to the training and building fund provision so that unobligated money

in the training and building fund could be held an additional 30 days past
the end of the fiscal year. The law currently requires that any unobligated 
mrney over $100,000 in the training and building fund must lapse to the unem­

ployment trust fund on the last *'v of the fiscal year. This money is obli­

gated in appropriations bills pr ‘■he end of the fiscal year, but the
bills are often not signed until ? end of the fiscal year. The money

is therefore not technically obliqaf after the money has already
lapsed back to the unemployment nd. The proposed amendment solves
this "accounting" problem by hold money in the training and building

fund until the appropriation is signe.

Sections 2 and 3 . The Tax Equity and Fiscal Responsibility Act of 1982 (Public 
Law 97-248) amended the Federal Unemployment Tax Act (FUTA) to increase the 

gross FUTA tax on employers from 3.5 percent to 6.2 percent. It also increased 
the additional credit against the RITA tax for contributions to a state unem­

ployment fund from 2.7 percent to 5.4 percent. These amendments are effective 
January 1, 1985. Because of the language of the FUTA, a ' 1 employers in the
state cannot be guaranteed the full FUTA credit of 5.4 percent unless the state
law includes a maximum (standard) state tax rate of at least 5.4 percent.

Section 2 of the bill amends AS 23.20.170 to enact a standard rate of 5.4 per­
cent. Rates below 5.4 percent would continue to be granted under AS 23.20.290.

Section 3 of the bill amends AS 23.20.290 by adding a 21st rate class comprised 
of employers with the highest quarterly decline quotients whose cumulative pay­

roll is .01 percent of the total payroll in the state. This small minority
of employers would receive a rate not less than 5.4 percent. The FUTA requires

that the 5.4 percent rate be actually assessed at least one employer in the 
state, in order for all employers in the state to be guaranteed the maximum 
additional FUTA credit of 5.4 percent. This amendment meets the requirements 

of the FUTA with the least distortion to the present rate structure.

Section 4 . This section amends AS 23.20.290(e) to include interest earned on 
the unemployment: trust fund in the benefit cost rate computation. Unemployment

tax contributions are computed as a percentage of the benefit cost rate, under 
a formula designed to recover all outlays from the fund. Interest earnings are 

not currently shown as income to the fund. Unless corrected, this will continue

to cause higher than necessary taxes.

Section 5. This section complements the amendment made to AS 23.20.290(e) under 
sec. T P  of the bill. It. amends AS 23.20.290(f) to provide for a negative fund 
solvency adjustment (in effect, a fund solvency credit) when the unemployment 

trust fund reaches a certain level of adequacy, defined a ; a reserve rate (ratio
of fund balance to total state wages) of at least 3.3 perr.nt.



Section 6. This section amends the benefit schedule in AS 23.20.350(d) to pro­

vide a maximum' UI weekly benefit amount of $188, not counting dependents allow­
ance, This will provide approximately 60 percent of claimants with replacement of 
50 percent of their average weekly wages. Federai benefit adequacy guidelines 

suggest that a state's benefit schedule should provide 50 percent wage replacement 
for at least 80 percent of claimants. However, Alaska's liberal eligibility pro­

visions make application of the federal guidelines coo costly. The benefit sche­
dule was amended in 1980 to provide a maximum weekly benefit of $150. This sche­

dule replaced 50 percent of wages for approximately two-thirds of claimants, but
wage inflation since 1980 has steadily eroded this level of wage replacement.

Although a small increase of $6 was approved in 1982, only about 56 percent of 
claimants receive 50 percent wage replacement under the current schedule. The 

proposed schedule would increase costs to the trust fund by about 12.7 percent.

Sections 7 and 8. These two sections would change the requirements for the receipt 

of dependents allowance. The 'mendments do not change the amount of the allowance.

Under the current st ite, an individual claiming dependents allowance must certify 

(and be able to prove) that he or she is providing more than 50 percent of the 
dependents' support. The dependants must be claimed when the claimant first Files 

for benefits, and the number of dependents cannot be changed during the benefit 
year unless the claimant acqu'res an additional dependent by birth or adoption. 

These two features of the present law -the "primary support" requirement and the 
requirement that dependents must be claimed at the beginning of the benefit year 

-- are not necessary for the administration of the dependents provision, and they 
may frustrate its purpose.

In households where both parents work, the children are jointly supported. How­

ever, under the "primary support" requirement only one parent may claim dependents 
in the household, even though the other parent may be providing a larger percentage 
of his or her wages for support of the children. The proposed changes would pay 

dependents allowance to either parent having physical custody of the child. The 
same dependent could not be claimed by both parents, but a parent could claim any 

dependents in the household which are not being claimed by the other parent. The 
"primary support" requirement has been retained as an alternative, so that, a 

non-custodial parent may qualify for the dependents allowance. In other words, 
"dependent" has been redefined to mean one who is either in the physical custody 

of the claimant or depenaent on the claimant for more than 50 percent of support. 
However, to claim a dependent over 18 years of age the claimant would still be 

required to show primary support, the same as in the current law.

The proposed changes would also allow a claimant, to add dependents (up to a limit 
of three) for any reason while drawing regular benefits during his benefit year. 
For example, a claimant whose wife is claiming their two children would not be 

able to claim the children when he first files his claim. However, he would be 
able to claim the children after his wife's benefit year ends, for the remainder 

of his own benefit .year. Under the current law, this claimant would be unable to 
claim the dependents for his entire benefit yea?-.

Section 9 . This section establishes an interim benefits program to pay benefits 
to employees of educational institutions who would have their regular unemployment 

benefits reduced or denied under the changes proposed in sec. 11 of this bill. 
Section 11 adds a new subsection (h) to AS 23.20.381 to disqualify employees



other than instructional, research, and administrative employees during the period 

between academic years or teims. This change is required in all state laws by 
Public Law 98-21. The interim benefits program would pay these employees the 

difference between their regular amount and the amount they would receive under 

AS 23.20.381(h). The administrative and benefit costs of interim benefits must 
be financed from the general fund, because financing the benefits from the unem­

ployment trust fund would constitute noncompliance with Pub,lie Law 98-21.

Section 10. This section amends AS 23.20.362(c) by adding severance and termi­

nation payments to the list of income which is deducted from UI benefits. Under 
the provision as it now stands, wages vn lieu of dismissal notice and payments for 
accrued vacation, sick leave, and holidays are deducted dollar for dollar from UI 

benefits payable. These payments are treated differently from regular wage payments, 
which are deducted under AS 23.20.360 at the rate of $.75 for every $1 earned for 
the week in excess of $50. The vacation,, sick, and holiday pay, and wages in lieu 

of notice, unlike regular wage payments, do not show any new attachment to the 
labor market, but are paid on for these payments is justifiable on the basis that 
unemployment insurance should not be paid for a week if the claimant is already 

receiving a "wage replacement" for that week based on his previous work. However, 
because of the language of the provision, "severance" and "termination" pay are 
not deductible, even though the rationale for deducting them is tne same as for 
the other "wage replacement" payments.

Section 11. AS 23.20.381(e) currently disqualifies an individual working ir. an 

instructional, research, or principal administrative capacity in an educational 
institution, during the period between two academic years or terms, or during a 

period of paid sabbaticai leave. This provision is required in all state laws for 

conformity with Sec. 3304 (a)(6)(A) of the Federal Unemployment Tax Act (FUTA).

The FUTA has now been amended oy Public Law 98-21 to extend the disqualification 

to:

1. All employees of educational institutions.

2. Employees of "educational service agencies" serving in educational 

institutions.

3. Any established vacation period or holiday recess.

These changes are required in all state laws to avoid denial of certification for 
the FUTA tax offset credit and administrative grants.

Section 12. Section 202 of the Federal State Extended Unemployment Compensation 

Act previously required the incefi.nite disqualification of an extended benefit 
claimant who did not actively engaqe in seeking work, regardless of.the reason the 

claimant did not seek work. This requirement has been relaxed by P.L. 98-21. A 
state is now permitted to apply reqular state able and a/ailable provisions if the 

extended benefit claimant failed to seek work because he was hospitalized or on 

jury duty. This is entirely optional, but we recommend enactment of conforming 
legislation to take advantage of the relaxation of federal requirements.



Section- 1 3. This amendment to AS 23.20.505 addresses circumstances under which 

workers on "R and R" might qualify as "unemployed" a-nd thus be potential ly eligible 
for benefits under the Act. Under current Sec. 505 a person is "unemployed" for a 
week in which he performs no service and receives no wages. This allows potential 

abuse by individuals who are fully employed but receive "R and R" for a week (or
more) as part of their regular work schedule. For example, an individual may work

60 hours per week for two weeks and then receive a week off, This "two weeks on,
one week off" schedule may continue indefinitely. This individual is technically

unemployed under Sec. 50 d during his week off. But we do not believe it is 
correct to pay benefits when the employment relationship has not been severed and 

the individual is actually fully employed, i.e., working an average of at least 40 
hours per week.

Section 14. AS 23.20.526(a) was amended in 1982 by adding paragraph (22) to ex- 

clucie from UI coverage certain corporate officers who control at least 25 percent 

of corporate stock. Subparagraph (D) of paragraph (22) specifies that the corpor­
ate officer must agree to ooncoverage. The U.S. Department of Labor now believes 
that subparagraph (D) constitutes a waiver of benefit rights. This raises an 

issue of conformity with Sec. 303(a)(1) of the Social Security Act, which is inter­

preted as forbiddi'.g any waiver, assignment, pledge, or encumbrance of a right to 
unemployment compensation. (Such a waiver would also be contrary to AS 23.20.395).

This conformity issue could result in the withholding of administrative grants to 
Alaska. The proposed repeal of subparagraph (D) would remove the "waiver", result­

ing in an outriqut exclusion of coverage for these corporate officers and resolving 
the conformity problem.



MAY 15, 1984

TO: JOHN

FROM: KEN

RE: L & C COMMITTEE HEARINGS (OPENING REMARKS)

THERE ARE FOUR BILLS ON SCHEDULED TO BE HEARD IN COMMIT­

TEE TODAY. BECAUSE OF THE COMPLEXITY OF THE FIRST BILL 

TO COME BEFORE THE COMMITTEE, WE MAY NOT BE ABLE TO HEAR 

ALL THIS LEGISLATION TODAY. IF WE ARE NOT FINISHED WITH 

THIS LEGISLATION TODAY , ' IT  IS MY INTENTION TO RECESS UNTIL 

TOMORROW MORN1NG AT 8:15. WE WILL CONTINUE THE PROCESS 

UNTIL THE COMMITTEE HAS COMPLETED THE WORK NECESSARY ON 

THESE BILLS.

THE FIRST PIECE OF LEGISLATION TO HEARD IS SB 525 , "AN ACT 

RELATING TO UNEMPLOYMENT INSURANCE." THE MAIN PURPOSE 

OF THIS BILL IS TO BRING THE STATES UNEMPLOYMENT INSUR­

ANCE LAWS IN TO CONFORMITY WITH FEDERAL LAWS. IT ALSO 

WOULD INCREASE WEEKLY UNEMPLOYMENT BENEFITS AND CALLS 

FOR A NEW METHOD OF CALCULATING THE UNEMPLOYMENT TAX 

THAT EMPLOYERS PAY. THAT IS JUST A BRIEF OUTLINE FOR A 

VERY COMPLEX BILL. I WOULD NOW ASK THE DEPARTMENT OF 

LABOR TO COME FORWARD TO GO THROUGH THIS BILL WITH THE 

COMMITTEE.
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FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: HCS CSSB 525 (L&C)

TITLE: "An Act relating to Unemployment Insurance."

AGENCY AFFECTED: Department of Labor

Pago 2

This bill would require the Department of Labor to pay unemployment Insurance 

benefits to qualifying persons between school terms. Two costs won'Id be 

associated with this bill, the actual costs of the benefits paid and the admin­

istrative costs to run the program.

The estimated benefits to be paid in Fiscal Year 1985 are calculated as follows:

Number of Eligible Claimants $ 1,400

Average Weekly Benefit Amount x 135

$ 189,000

Average Length of Claim x 10 wks

$1,890,000

Adjustment for Increase in Average Weekly + 110,000 

Benefit Amount from S135 to $150

Total Benefits Fiscal Year 1985 $2,000,000

The estimated benefits to be paid in fiscal years 1986 - 1989 are as follows:

Number of Eligible Claimants $ 1,400

Average Weekly Benefit Amount x 150

$ 210,000

Average Length of Claim x 10 wks

Total $2,100,000

Administration costs to run this program would include the salar es of eight 

seasonal Unemployment Insurance Specialist I's for four months each. Con­

tractual and Supply costs associated with these positions would include postage 

and forms, as well as normal expenses. One-time expenses would include $.10,000 

in Contractual in Fiscal Year 1985 to complete automation of the claims proces­

sing function, and $5,000 in Fiscal Year 1985 co purchase equipment for this 

function.

In preparing the cost estimate for benefits to be paid the following assumptions 

were made:

1. An effective date of May 22, 1984.

2. The average weekly benefit amount would increase from $135 to $150 on 

October 1, 1984.

3. to increase in claims would be seen from F^sce Year 1985 - 1989.

4. There would be no further increase in benefit amount from Fiscal Year 1985 

- 1989.
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THE LEGISLATURE OF THE STATE OF ALASKA 
THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: HCS CSSB 525 (L&C)
TITLE: "An Act relating to Unemployment Insurance."
AGENCY AFFECTED: Department of Labor
Page 3

FISCAL NOTE

In preparing the cost estimates for administrative costs the following assumptions 
were made:

1. An effective date of May 22, 1984.
2. An annual inflation rate of six percent.

L E G :B :14
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Section 13. This amendment to AS 23.20.505 addresses circumstances under which 
workers on "R and Rr' might qualify as "unemployed" and thus be potentially eligible 
for benefits under the Act. Under current Sec. 505 a person is "unemployed" for a 
week in which he performs no service and receives no wages. This allows potential 

abuse by individuals who are fully employed but receive "R and R" for a week (or
more) as part of their regular work schedule. For example, an individual may work

60 hours per week for two weeks and then receive a week off. This "two weeks on,
one week off" schedule may contin'jp indefinitely. This individual is technically
unemployed under Sec. 505 during his week off. But we do not believe it is 
correct to pay benefits when the employment relationship has not been severed and 

the individual is actually fully employed, i.e., working an average of at least 40 
hours per week.

Section 14. AS 23.20.526(a) was amended in 1982 by adding paragraph (22) to ex­
clude from UI coverage certain corporate officers who control at least 25 percent 
of corporate stock. Subparaqraph (D) of paragraph (22) specifies that the corpor­
ate officer must agree to ncoverage. The U.S. Department of Labor now believes 
that subparagraph (D) constitutes a waiver of benefit rights. This raises an 
issue of conformity with Sec. 303(a)(1) of the Social Security Act, which is inter­

preted as forbidding any waiver, assignment, pledge, or encumbrance of a right to 
unemployment compensation. (Such a waiver would also be contrary to AS 23.20.395).

This conformity issue could result in the withholding of administrative grants to 
Alaska. The proposed repeal of subparagraph (D) would remove the "waiver", result­
ing in an outright exclusion of coverage for these corporate officers and resolving 
the conformity problem.





3AAC26.070. Standards for Prompt, Fair and Equitable Settlements Appli­

cable to All Insurers, (a) An insurer or a person designated by the insurer 

to act on its behalf involved in the settlement of a claim must, within 15 days 

or the time frame specified in cue. insurance contract, after receiving a 

properly executed proof of loss or other evidence of loss acceptable to the

insurer from a first party claimant, advise the claimant of the acceptance or 

denial of the claim.

(b) A  claim denial must be in writing and a copy or the capability of 

reproducing its text must be included in the claim file.----

(c) A  claim denial based on a specific policy provision, condition or 

exclusion must include, in the written denial, reference to that specific 

provision, condition, or exclusion.

(d) If an insurer or a person designated by the insurer to act on its 

behalf needs more time to determine whether the claim of a first party claimant 

should be accepted or denied, notification must be given to the first party 
claimant within 15 working days after the receipt of the proof of loss giving 

the reason more time is needed. 45 days from the date of the initial noti­

fication and every 45 days thereafter while the investigation remains incom­

plete, written notification must be provided to the claimant stating the reason 
additional time is necessary to complete the investigation.

(e) An insurer or a person designated by the insurer to act on its b e­

half may not fail to settle a claim for first party claimant on the grounds 

that responsibility for payment should be assumed by others, except as may be 

expressly provided otherwise by the provisions of the insurance policy issued 
by the insurer.

(f) If negotiations for settlement of a claim continues directly with a 

claimant who is neither an attorney nor represented by an attorney to a point 

in time when the claimant's rights may be affected by a statute of limitations 

or a policy time limit, written notification must be provided to the claimant 

stating that the time limit may be expiring and may affect the claimant's 

rights. Notice must be given to first party claimants not less than 30 days 

before, and to third party claimants not less than 60 days before, the date on 

which the insurer believes the time limit may expire.

(g) A statement may not be made that indicates the rights of a third party 

claimant may be impaired if a form or release is not completed within a given 

period of time, unless the statement is given for the purpose or notifying the 

third party claimant of the provision of a relevant statute of limitation.

(h) If an insurer has a reasonable basis, supported by specific informa­

tion available, for inspection by the division of insurance, for suspecting that 

a first party claimant has fraudulently caused or contributed to the loss, the 
insurer is relieved from the requirements of this sections however, the in­

surer must, within a reasonable time for full investigation and after receipt 

of a properly executed proof of loss, advise the claimant of the acceptance or 
denial of the claim. (Eff. / / , Reg. )

Authority: AS21.06.090

A S 2 1 . 3 6 . 125 

A S 2 1 .36,350



. t3.20.031 R e v e n u e a n d T axation § 43.20.036

jvf. 43.20.031. T a x a b l e  i n c o m e  o f  residents; d e d u c t i o n s :  e x c m p -  

rv (a) I R e p e a l e d ,  § 1 0  c b  1 S S S L A  1980.)  

f I R e p e a l e d , § 1 0  c b  1 S S S L A  1 9 8 0 . ]

r' In computing the tax under this chapter, the taxpayer is not 

•:!led to deduct any taxes based on or measured by net income, 

d' Banks and savings and loan associations chartered by the federal 
■.eminent or the state are exempt from income tax under this chap-

f An affiliated group of corporations m a y  m a k e  or the commis- 

vr may require them to m a k e  a consolidated return for the taxable 

ir in p\?"° of separate returns. For purposes of calculating the

•vunt v. tax payable by the group under a consolidated filing, 26

1501 —  1552 (Internal Revenue Code), as amended, apply, 

f I R e p e a l e d ,  § 10 c b  1 S S S L A  1980.1 
IRepealcd. § 10 c b  1 S S S L A  1980.]

h1 IRepealcd, § 10 c b  1 S S S L A  1980.]
i> A corporation which is a m e m b e r  of a group of unitary corpora- 

-< which collectively has income from business activity taxable both 

•«. !c and outside the state, or income f;om other sources both inside 

•3 outside the state, shall determine its income from sources in this 

* by use of the combined method of accounting. (§ 5 cb 70 S L A

■"..am §§ 3 —  5 ch 125 S L A  1976; a m  § 8 ch 73 S L A  1977; a m  § 6

* 113 S L A  1977; a m  5 1 ch 8 S L A  1978; a m  § 235 ch 100 S L A  1980;

I “ 1$ 14 —  17 ch 113 S L A  1980; a m  § 10 ch 1 S S S L A  1980; a m  § 9
! '2 SSSLA 1980)
t

references. — For legislative 
nnti purpose of the third mu! 

•:r*h 1980 amendments, see 8 t, ch. I, 
“l-\ 1980, and 8 1. ch. 2, SSSLA 1980,

* V Temporary and Special Acts: for dis­
proof contributions, see AS 24.-lO. 121;

* '-*» exemption for permnncnl fund divi- 
“-■!«, see AS 43.2,3.090.

The second and fourth 1980 amend­
ments affected subsections (a) and (hi 
repealed by the third 1980 amendment, 
deleted "or combined" following "make a 
consolidated" in the first sentence of sub­
section (el, and added subsection til.

The third 1980 amendment repealed 
subsections (a), (b* (IT. («). and (111.

Sr. 43.20.033. Taxable income of fiduciary. IRepealcd, § 1 0  cb 1 
-88LA 1980.]

-Vc. 43.20.035. Taxable income of nonresidents and part-year resi­
s ts . IRepealcd, § 10 ch 1 SSSLA 1980.1

^  See. 43.20.030. Federal tax deductions and credits, (a) For 

K-T>ose.s of calculating the income tax payable under this chapter, the 

5, 3-ipnyer m a y  not apply as a credit against his tax liability the foreign 

\ 5« credit allowed as to federal taxes under 26 U.S.C. 33 (Internal 
W n u e  Code).

<bl For purposes of calculating the income tax payable under this 

f *.»rtcr, the taxpayer m a y  apply as a credit against tax liability the

Title 
44 
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§ 43.70.030 A l a s k a  S t a t u t e s  § 43.70.030

license. 1960 Op. Ally Gen., No. 27.
AS 43.70.110 and this section make no 

provision for the exemption from the 
license requirement of a religious corpora­
tion which is doing b u sir '-3. 1960 Op. 
Att’y Gen., No. 25.

A religious corporation receiving rents 
from the renting of an apartment or apart­
ments must obtain an Alaska business 
license as a condition precedent to

engaging in such business. 1960 Op Att’y 
Gen., No. 25.

The state may revoke the license of a 
collection agency which does not have a 
proper bond on file with the tax commis­
sion. 1960 Op. Att’y Gen., No. 27.

A guide to a workable procedure for 
license revocation is found in chapter 2 of 
the Alaska Administrative Procedure Act. 
1960 Op. Att’y Gen., No. 27.

NOTES TO DECISIONS

A license confers no right of prop­
erty. Thiinket Packing Co. v. Harris & 
Co.. 5 Alaskn 471 (1916).

It merely authorizes the holder to 
carry on a certain business, but does not 
grant to the holder any place of business, 
any more than the issuance of a saloon 
license grants to the holder a building in 
which to conduct a saloon, or the issuance 
of n mercantile license, a budding in which 
to conduct a store. Columbia Salmon Co. v.

Berg, 5 Alaska 538 (1916).
Purpose of tux'. — Although this sec­

tion requires a license for the "privilege” of 
engaging ,n a business in Alaskn, this lan­
guage does not render it invalid nor 
destroy the legislative intent that the 
purpose of the ixx is to raise revenue, and 
not to regulate ; ny business. Territory of 
Alaska v. Journal Printing Co., 15 Alaska 
676, 135 P. Supp. 169 (I). Alaska 1955).

Sec. 43.70.030. Levy a nd computation of lictnse fee. (a) The

license fee for each business is $25.

(b) The license fee for each national bank and slate bank, trust 

company and savings and n association is seven percent of its net 

income. Net income means the taxable income of each taxpayer before 

net operating loss deduction and special deductions, computed as 

required under the Internal Revenue Code of the United States and 

includes all other income, including income from federal, state or 

municipal obligations. Each of these taxpayers required to m a k e  a 

return under the provisions of the Internal Revenue Code shall at the 

same time file with the department a return setting out the amount of 

tax due under this chapter, and other information for the purpose of 

carrying out the provisions of this chapter which llie department 

requires. Each of these taxpayers shall also .vt the same time file a true 

and correct copy of the tax return which it has filed with the Internal 

Revenue Service. A  taxpayer filing under this subsection shall use the 

same tax year as the taxpayer uses for federal income tax purposes. 

A n y  approved extension of time to file the taxpayer’s federal income 

tax return automatically extends the time for filing under this chapter. 

A n y  agreement which a taxpayer enters into with the Internal Reve­

nue Service which extends the statute of limitations for any federal 

income tax return will apply to returns filed under tins chapter. The 

department may, in its discretion, grant an extension of time to file or 

an extension of the statute of limitations independent ol federal action. 

Every taxpayer shall notify the department in writing, within iJO days, 

of any alteration in, or modification of its federal income tax return and
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§ 43.70.030 R e v enue a n d T axation § 43.70.030
of a recomputation of tax or determination of deficiency. For purposes 

of applying the statute of limitations, this notification constitutes a 

separate return, and failure to file this notification will have the same 

effect as the failure to file a return under this title.
(c) The license for the privilege of taking orders through use of cata­

logs and by mail order offices in the state is the same as set out in this 

chapter for business generally.
(d) The fee of $25 applies to all of the provisions of this section, and 

shall accompany the application. The balance is due and payable on the 

last day of the taxpayer’s tax year and shall be paid before the 15th day 

of the third month following the end of the tax year, except that the 

time for filing the return m a y  be extended as provided in (b) of this 

section. To enable accurate determination of the balance of the tax due 

at the end of each year, each person to w h o m  this chapter applies shall 

keep records, give statements under oath, and m a k e  returns which the 

department requires. Returns are mad e  under penalty of perjury. (§ 5 

ch 43 S L A  1949; a m  § 1 ch 128 S L A  1955; a m  S 1 ch 101 S L A  1960; 

a m  § 1 ch 68 S L A  1973; a m  § 1 ch 50 S L A  1975; a m  § 3 ch 144 S L A  

1978)

NOI^STO DECISIONS

Tax imposed on state obligations 
and bonds. — To the extent that all 
federal obligations are subject to the busi­
ness license lax. including those obli­
gations afforded u specific tax exemption 
by Congress, subsection lb) of this section 
must equally impose the tax on state obli­
gations nnd bonds, which are otherwise 
tax exempt pursuant to specific state tax 
exemptions, in order to avoid any unlawful 
discrimination against federal securities. 
National Hank v. State, Dep'l of Revenue, 
Sup. Ct. Op. No. 2-180 (File No. 5-182). (112 
P.2d 811 (19821.

The legislature intended to define 
the term "net income" broadly for busi­
ness license tax calculation purposes. 
National Hank v. Slnle. Dep'l of Revenue 
Sup. Ct. Op. No. 2-180 (File No. 5-182), 6-12 
P.2d 811 (1982).

The "all other income" category in 
subsection <b) is interpreted us an attempt 
by the legislature to reach those types of 
income, such as bond interest, which are 
not olherwiri' subject to federal income 
taxation. National Hank v. State. Dep t of 
Revenue, Sup. Ct. Oo. No. 2-180 (File No. 
5-182). 012 P.2d 811 (1982).

Alaska State Housing Authority and 
Alaska Housing Finance Corporation 
bonds are not "state obligations" for 
purposes of subsection ibi of this section.

National Hank v. State, Dep’l of Revenue, 
Sup. Ct. Op. No. 2-180 (File No. 5-182), (M2 
P.2d 811 (1982).

Alaska State Housing Authority nnd 
Alaska Housing Finance Corporation bond 
interest falls within the meaning of the 
phrase "all other income" in subsection (b) 
of this section and is to be considered as 
"net income” of the banks for purposes of 
determining their business license tax lia­
bility pursuant to subsection ib). National 
Hank v. State. Dep’l of Revenue, Sup. Ct. 
Op. No. 2-180 (File No. 5-182), (M2 P.2d 811 
(1982).

The purpose of excluding "insur­
ance businesses" from the coverage of 
subsection (a) by virtue of the definition 
in AS -18.70,110(1) is apparently to uvoid 
taxing these businesses twice, since 
insurers are subject to a premiums tax 
’inposed by AS 21.09.210. Northern 
Adjusters, Inc. v. Department of Revenue, 
Sup. Ct. Op. No. 2832 (File No. 5128), 027 
P.2d 205 (1981).

Adjusters, — Hecause adjusters ure not 
"insurers" subject to the premiums tax, 
they diould not be viewed as "insurance 
busin isses" exempt from the general 
lic-n e tax. Northern Adjusters, Inc. v. 
Department of Revenue, Sup. Ct, Op. No, 
2332 (File No. 5128), (127 I* 2d 205 (19811.
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S t a t e  o f  A l a s k a

OFFICE or THE GOVERNOR 
J U N K A U

M a r c h  21, 1984

The H o n o r a b l e  Jalmar Ke rt tula 
A l a s k a  S tate Senate 
Pouch V
Juneau, A K  99811 

Dear Se n at o r Kerttula:

Under the au th or i ty  of art. Ill, sec. 18, of the Al as ka  
Cons ti tu tion, I am transm itting a bill to amend AS 43, the 
Revenue and T ax at io n Code, by re p ea l in g  AS 43.20.031(d) 
and AS 4 3 . 7 0 . 0 3 0 ( b) .

This bill re peals AS 43.20.031(d), w h ic h  exempts banks and 
savings and loan as s oc ia tions from taxation under 
AS 4 3.20, the c o r p o r at e  income tax chapter. It also r e­
peals AS 43.70.030(b), w h i c h  taxes banks, trust companies, 
and savings and loan a s so c ia ti ons u nd er  AS 43.70, the 
Business Li ce ns e  Act.

Currently, banks and savings and loan as so ci a ti on s  are 
spec i fi ca l ly  e x em pt ed  from the c or pora te  income tax under 
AS 43.20 b e c a u s e  of federal re s tr ictions w h i c h  req uired 
states to tax nationa l banks and savings and loan a s s o­
ciations s e pa ra t el y  from other corporations. Those fe de r­
al r e st r ic t io n s no longer exist. Therefore, we may now 
tax banks under AS 43.20 along w i t h  all o th er co rp orate 
taxpayers, and that is what this bill will accomplish.

Sincerely,

Bill Sh effie
Go ve rn or

I
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STATE OF ALASKA 1989 LEGISLATIVE SESSION 

FISCAL NOTE

Revision Date

REQUEST FISCAL DETAIL

Bill/Resolution No:_______________________  Agency Affected: Department of Revenue

Title: State taxation of national banks Program Category Affected: Collection and

_____________________________ _________________Management_____________________________________________

Sponsor: Governor__________________________ BRU, Program of Subprogram(s) Affected:

Requestor:__________________________________ Audit Division________________________________________

r te of Request:___________________________ ____________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
1 FY 89 1 FY 85 1 FY 86 1 FY 87 1 FY 88 1 FY 89

1 1 1 L_ 1 1
100 PERSONAL SERVICES 1 — 1 — 1 1 1 ~ 1
200 TRAVEL 1 - 1 - 1 1 1 - 1
300 CONTRACTUAL 1 - i — 1 1 1 - 1
900 SUPPLIES 1 - 1 - 1 1 1 1
500 EQUIPMENT 1 - 1 - 1 i 1 1
600 LANDS & STRUCTURES 1 - 1 - 1 1 1 - 1
700 GRANTS, CLAIMS 1 - 1 .. 1 1 1 - 1 -
800 MISCELLANEOUS 1 - I - 1 1 1 - 1

TOTAL OPERATING 1 — 1 — 1 1 1 - 1

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

| GENERAL FUND | - |

j FEDERAL FUNDS | - I
j OTHER j - j

1 T O T A L _____________________________ j - j

POSITIONS:

| FULL-TIME | - |

j PART-TIME | - j
I TEMPORARY_________________________j - j

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Phone: 965-2320_________

Date: March 20. 1984

Date:

Agency: R e v e n u e _____________________________________________

Distr;tution (by Agency preparing fiscal note):

Legi.siative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

ANALYSIS: Attach a separate page for analysis.

i ft f
Prepared By: Maureen O^rien'^?? 1 \ > ! h  f  0  l-1 / 'J  i' i !_

Division: Audit Division _____  ^____

Approved by Commissioner:



C u r r e n t l y  banks are req uired to file returns and pay tax under 
a statute sep a ra te  from all other co rporati on s (AS 43.70).
This r e s u lt s  in s i g ni f ic a nt  a d m i n is tr a ti v e and legal problems. 
The D e p a r t m e n t  of Rev e nu e  therefore recommends that banks be 
taxed un de r the -same income tax statutes as other corporations 
(AS 43.20). -

A l t h o u g h  s tate and mu ni c ip a l interest is cu r r en t ly  taxable 
under AS 43 .7 0 and w ou ld  not be subject to tax under AS 43.20, 
we est im a te  that re qu ir ing banks to file under AS 43.20 rather 
than AS 4 3. 70  will result in no loss of revenue to the State. 
The D e p a r t m e n t ' s  p o s i t i o n  is that under IRC sec. 265(2), wh ich 
is adopted by re f er e nc e  in AS  43.20.021(a), no de duct io n is 
al lowed for e xpense s and interest incurred or continued to 
pur chase or carry  o b l i ga t io ns  the interest on wh ic h is exempt 
from tax. This includes not only expenses and interest related 
to tax ex em pt state and municipal interest income, but also 
expenses and int er es t related to tax exempt U.S. interest 
income. T he re fore, the total amount of no n de du c ti b le  expenses 
under AS 43.20 will be close to the amount of nontaxable income





STATE OF ALASKA 1984 LLCxSLATIVE SESSION
FISCAL NOTE

|Revision Date: I

REQUEST FISCAL DETAIL
Bill/Resolution No.; SB546_______ Agency Affected: Co mm e rc e  & Econ Dev
Title: A u t o  Servi ce  Corps. Program Category Affected:puhl ic ^ n f ^ r finn

Sponsor; L a b o r  & Co m me r c e  BRU, Program or Subprogram(s) Affected:

Requestor:__________________________   Division. Ql-Insu ra nce-------------
Date of Request:__________________ ___________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

•

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<(00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

TOTAL OPERATING 0 0 n n n n

I CAPITAL I I

I REVENUE

FUNDING: (Thousands of Doll ars)

CENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL n n n ---- Q_ n. n

POSITIONS:
[f u l l - t im e

[pa r t-t im e

TEMPORARY

IQURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS/ Attach a ./epar, i.e page for^analysis

Prepared\lycLj . Q h i ^ i ) f i H i
Division: I nfi n r/aifco V » ~(1/ ~ XZ

Pi. roctor Phone: 4 65-2915 

  Date: 5/3/84

Approved by Commissioner: Richnrd A. L v o n ________ Date: 5/3/84_______
Agency:_____ Commerce f< )■:conorni.c Dovoloninont

Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor

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





M E M O R A N D U M

DATE: 7 M a r c h  1984

TO: R e p r e s en ta t iv e  Rick U e hl i ng

FROM: John G ea ry

RE: SCR 18

You r e q u e s te d  that I r e s e a rc h  SCR 18, a Senate resolution by 
Sen. Vic F i s c he r  to en c ou r a g e  Small B us i ne s s e s  in the State of 
A l a s k a .

The b o t t o m l i n e  is to create a task force to assess state 
p o l i c y  in contracting, local hire, and small b usiness  advo ca cy  
and to r e c o m m en d  measures t h a t  wi ll  promote, a ssist and a s su re  
tha t small b u s i n e s s  get a f a ir  shake in state funded 
c o n s t r u c t i o n  projects.

The G o v er n or  is requested to  a p p o in t the Att or n ey  General to 
r e c o mm e nd  m e a s u r e s  av ai l ab l e to the state to make sure the 
said small bus in e s se s  get a r e as o n a b l e  po r ti on  of the state- 
funde d c o n s t r u c t i o n  projects.



Representative John Ringstad 
District 20-B

P.O. Box 1848 
Fairbanks. Alaska 39707 
(907) 456-8336

Alaska ibtate leote&ture

House of Hepresentatibes

S  c  ( L

While in Juneau 
Pouch V
Juneau, Alaska 99611 
(907) 465-4998

February 22, 1984

TO: Representative John Cowdery

FROM: Representative John Ringstad

RE: NFIB, (National Federation of Independent Business)

Attached, please find a copy of a letter from the NFIB, and a copy cf 

their 1983 State Ballot survey results on various issues for your 

information. Gary L. Jenkins, Director of Governmental 

Relations/AJnska, (NFIB), wil l  be in touch with you on these issues in 
the near future.

JCR/atb



February 13, 1984

The Honorable John Ringstad 
Alaska House of Representatives 
Pouch V

Juneau, AK 99811

Dear Representative Ringstad:

Small business continues to be the largest generator of new joos in the 

United States, however, the number of jobs which are created often are 
significantly effected by state legislative actions. To ensure that 

legislators have the benefit of knowing how existing law and proposed 

legislation affects small business, the National Federation of 
Independent Business has been working with, not only the Alaska 

Legislature, but state legislatures nationwide for several years.

In Alaska, NFIB currently has a membership in excess of 3,600 which means 

that we usually represent a significant majority of the retail and 

service businesses in each city in Alaska. Each year we send a ballot to 

all of our members requesting their input on issues of current interest 

in Alaska. This ballot permits each member to express their feelings on 

these issues and gives ine direction regarding which issues should be 

pursued legislatively. I do not take a position on an issue for NFIB 
unless the members have voted on it and a majority favor the position 

being taken.

Enclosed for your information is a copy of our 1983 State Ballot showing 
the vote of the membership on the various issues. The issues which 

received strong support 'ire ones which I will be discussing with 
legislators during this and subsequent legislative sessions.

If I can provide you any additional information on NFIB or if you would 

like to know our position on a particular issue, feel'free to contact me.

NTIB/AIASKA
l.ej»iskimv Ouit'c 
I’.O. Box 191 
Alike H:. v, AK 99821 
VO?/Wit 100

Gary Director

Governmental Relations/Alaska



1 9 8 4  A l a s k a
National Federation 
of Independent Business 8 ’ m m TJUJ

I ’ o p y n i j h l  1 9 8 3  b \  N . i f n n u l  F e d e r j t u m  o f  I n d e p e n d e n t  B u s i n e s s  H r s r . i r r h  a n d  F d u c a i i o i i  F o u n d a t i o n

Dear NFIB M e m b e r

i This Ballot is solicited by NFIB Research a n d  Education Foundation to gather information pertaining to small 
business issues in your state.

i Your answers are valuable and will enhance the survey.

Please return the entire Ballot. T h a n k  you. _

Very truly yours.

J o h n  E. Sloan. Jr.. President 

NFIB Research a n d  Education Foundation

G E N E R A L  B U S I N E S S

In te r e s t  R a te s
1. S h o u l d  in te re s t  r a t e  ce i l ing s  b e  

r e p e a l e d  o n :  ( v o t e  o n  e a c h )
a .  B a n k  lo a n s  o f S 2 5 . 0 0 0  o r  less 

32%_v avur 6 02opp i .se  8;tmliti< lc il
i

b.

34%

S a v in g s  a n d  l o a n  a s s o c i a t io n  
lo a n s  o f  $ 2 5 ,0 0 0  o r  less

.Favor 58%,Oppose 8%i <„ilVmlccitlnl
j it

R e ta i l  i n s t a l lm e n t  c o n t r a c t s
inn/Oppose 1U I mleenleil36% favor 54%Onii(ise 10

d.

34%

R e ta i l  o p e n - e n d e d  
a c c o u n t s

c h a r g e

Favor 56% in/
Oppose IfF 1'mleenleil

\ 14

e . C r e d i t  c a r d  r e v o lv in g  a c c o u n t s  
i;r" Q7
’liilfDpposi' "uiTficlefiili’d
i > n

33%JA) fas  or
i

f. S t a t e  c h a r t e r e d  c re d i t  u n i o n s
35%i_ K u s o r 85. Oppose 10 I'mleenleil

g. S m a l l  lo a n  f i n a n c e  c o m p a n y  
lo a n s  o f  S 10 ,000  o r  less

33 / Favor 58 . Oppose 9 L'mleeideil
i  i  i  i t

B A C K G R O U N D :  H U  240 .  p r e s e n t ly  in 
th e  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m ­
m it te e  p r o p o s e s  t o  r e m o v e  all l im i ta ­
t io n s  o n  ..!l ty p e s  o f  c red i t  in A la s k a .  
The m e a s u r e  w o u ld  p e rm i t  e a c h  f i n a n ­

cial i n s t i t u t io n  a n d  all b u s in ess e s  
e x te n d in g  c re d i t  t o  c h a r g e  w h a t e v e r  111- 
icrcst  r a t e  they  w ish ,  s u b j e c t  o n ly  to  
c o m p e t i t i o n  o f  i h e  m a r k e t p l a c e  a n d  
n e g o t i a t i o n  w i th  e a c h  in d iv id u a l  
s u s i o m e r .

C u r r e n t  l a w  l im its  b a n k s  a t  d  s a v in g s  
a n d  lo a n  a s s o c i a t i o n s  to  a  m a x i m u m  
in te re s t  r a t e  o f  5 %  o v e r  t h e  f e d e r a l  d is ­
c o u n t  r a t e  in  e f fe c t  a t  t h e  t im e  o f  th e  
l o a n  o n  a n y  lo a n  o f  S 2 5 .0 0 0  o r  less. 
T h e r e  a r c  n o  in te re s t  r a t e  l im i t a t i o n s  
o n  lo a n s  in excess  o f  S 2 5 .0 0 0 .  D u r in g  
th e  p as t  few  m o n t h s ,  th e  f e d e r a l  d i s ­
c o u n t  ra t e  l ia s  b ee n  3 . 5 % .  th e r e b y  se l ­
l in g  th e  m a x i m u m  a l l o w a b le  in te re s t  
r a t e  a t  1 3 .5 % .

A re ta il  b u s in e s s  se l l ing  m e r c h a n d i s e  
o n  a  re ta il  i n s t a l lm e n t  c o n t r a c t  is p r e s ­
e n t ly  l im i te d  to  a  m a x i m u m  in te res t  
l a t e  o l  1 0 %  p e r  ve.ir o n  m e  lirM 5 1 .0 0 0  
o l  c te d i i  e x t e n d e d ,  a m  3 %  o n  cieclii  m 
excess  o l  S I . 0 00 .  H o w e v e r ,  l o r  re ta il  
b u s in e s s e s  a s  well as  c re d i t  c a r d  c o m p a ­
n ies  e x t e n d i n g  o p e n - e n d e d  r e v o lv in g  
c h a r g e  a c c o u n t s ,  th e  m a x i m u m  in te res t  
r a t e  is 1 8%  p e r  y e a r  o n  th e  first  S I , 000  
o f  c re d i t  e x t e n d e d  a n d  th e  f e d e r a l  d is 
c o u n t  r a t e  p lu s  5 %  o n  c re d i t  in excess  
o f  S I , 0 00 .  A s ta te  c h a r t e r e d  c red i t  
u n i o n  is p r e s e n t ly  l im i te d  to  1 5 %  o r  
5 %  o v e r  t h e  fe d era l  d i s c o u n t  r a te ,  
w h ic h e v e r  is h ig h e r  o n  lo a n s  o f  a n y  
a m o u n t .  S m a l l  lo a n  f i n a n c e  c o m p a n i e s  
c a n  n o w  levy  a  m a x i m u m  in te re s t  r a le  
o f  3 6 %  p e r  y e a r  o n  t h e  f irs t  $ 8 5 0  o f  
c re d i t  e x t e n d e d  a n d  2 4 %  o n  c re d i t  u p  
to  S 10,000.

P r o p o n e n t s  o f  th e  r e m o v a l  o f  all in te r -  
esi  r a t e  l im i t a t i o n s  a r g u e  I ha t  m a n y  
f in a n c ia l  in s t i t u t io n s  a n d  b u s in e s s e s  
losi m o n e y  o n  (he ir  c re d i t  t r a n s a c t i o n s  
d u r i n g  th e  p e r io d  o f  v e ry  h ig h  in te re s t  
r a le s  a n d .  f u r t h e r ,  t h e  l im its  a r e  no  
l o n g e r  n e c e s s a ry .  If  th e  l im i t a t i o n s  
w e re  r e m o v e d ,  th e  m a r k e t p l a c e ,  i .e . ,  
c o m p e t i t i o n  f o r  th e  f i n a n c in u .  w o u ld  
set t h e  ra te s  a i  r e a s o n a b l e  levels  in l ine 
w i th  th e  r isk s  i n h e re n t  in th e  p a r t i c u l a r  
c re d i t  t r a n s a c t i o n .

O p p o n e n t s  a r g u e  t h a t  A l a s k a  d o e s  n o t  
h a v e  a  well d e v e lo p e d  m a r k e t p l a c e  a n d  
th e r e  a r e  m a n y  c o m m u n i t i e s  w h e r e  n o  
c o m p e t i t i o n  ex is ts  e i t h e r  f o r  b a n k in g  
o r  re ta i l  c r e d i t .  T h e  r e m o v a l  o f  all 
l im its  w o u ld  p e r m i t  th e  c h a r g in g  o f  u n ­
r e a s o n a b ly  h ig h  ra te s .  F u r t h e r ,  it h a s  
a l s o  b e e n  p o in t e d  o u t  t h a t  in ih e  c a se  
o f  c o n s u m e r  lo a n s  a n d  sm a l l  b u s in ess  
lo a n s  u n d e r  $ 2 5 .0(H), th e  m a r k e tp l a c e  
se e m s  to  reac t  v e ry  s low ly  w h e n  i n t e r ­
est ra le s  a re  fa l l in g  m  g e n e r a l .  I o r  
e x a m p l e  d u r i n g  th e  first few  m o n t h s  in 
1983 in C a l i f o r n i a ,  w h e r e  th e r e  .ire n o  
in te re s t  r a te  l im i ta t io n s ,  in te re s t  r a te s  
b e in g  c h a r g e d  o n  sm al l  lo a n s  by h a n k s  
w e r e  r u n n i n g  a t  2 0 %  to  2 5 % .  w h i le  
Kites in A la s k a  w ere  a b o u t  1 4 % .

I m e re s t  R a te s
2. S h o u ld  in te re s t  r a t e s  o n  p it tan ces  

o i  $ 1 ,0 0 0  o r  less Him a re  l im i te d  
to  a  m a x i m u m ,  s u c h  as t h e  1 3%  
t o r  business c re d i t  o r  c re d i t  c a r d  
c o m p a n i e s ,  be  m o d i f i e d  <j th e  
m a x i m u m  ra te  c o u ld  b e  i n c re a s e d  
w i th  t h e  fe d e r a l  d i s c o u n t  ra te ,  
o n c e  t h e  fe d e r a l  d i s c o u n t  r a t e  
r e a c h e d  a  p rc  "t level?

?<?_ I nilii iiliil307 Co7
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B A C K G R O U N D :  P r o p o n e n t s  o f  this 
c o n c e p t  feel t h a t  b u s in ess e s  e x t e n d in g  
f i n a n c in g  a n d  c re d i t  s h o u l d  n o t  b e  so  
l im i te d  in th e  ra te s  th e y  c h a r g e  th a t  
they  lose  m o n e y :  t h e r e f o r e ,  th e  l im i t a ­
t io n s  s h o u ld  he  a l lo w e d  to  r ise  w h e n  in ­
te re s t  r a l e s  a r e  g en e ra l ly  h ig h .  Il h a s  
b ee n  p r o p o s e d  lha t  th e  m a x i m u m  ra te  
o n  a c c o u n t s  w i ih  b a l a n c e s  o l  $ 1 ,0 0 0  o r  
less b e  set a t  1 8 % ,  o r  <i% o v e r  th e  
fe d era l  d i s c o u n t  r a te ,  w h ic h e v e r  is 
h ig h e r .

R e s e a r c h  &  E d u c a t i o n  F o u n d a t i o n



O p p o n e n t s  a r g u e  t h a t  t h e  fe d e r a l  d i s ­
c o u n t  r a te  d o e s  n o t  n e c e ssa r i ly  in d ic a te  
th e  c o s t  o f  f u n d s  t o  f i n a n c ia l  i n s t i t u ­
t io n s  o r  b u s in e s s e s .  A  v a r ie ty  o f  o t h e r  
fa c to r s  a f f e c t  t h e  cos t  o f  f u n d s  t o  a  
p a r t i c u l a r  e n t i ty .  T h e y  a r g u e ,  t h e r e ­
fo re ,  t h a t  it is m o r e  a p p r o p r i a t e  to  r e ­
m o v e  a ll  l im i t a t i o n s  a n d  let m a r k e t  
c o n d i t i o n s  e s t a b l i s h  the  ra t e s .

B ad  C he ."k  P e n a l t i e s
3. D o  y o u  f a v o r  o r  o p p o s e  i n c re a s e d  

civil a n d / o r  c r im in a l  p e n a l t i e s  as  
a n  e f f e c t iv e  d e t e r r e n t  t o  th e  w r i t ­
in g  o f  b a d  c h e c k s ?

QG'V Z7 -10/
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B A C K G R O U N D :  It is w ell  e s t a b l i s h e d  
th a t  b a d  c h e c k s  a r e  a  p r o b l e m  t h a t  
eve ry  b u s in e s s  m u s t  d e a l  w i th  to  s o m e  
d e g re e .  H o w e v e r ,  th e  q u e s t i o n  h a s  
b een  ra i se d  w h e t h e r  th e  l a w s  o f  A l a s k a  
a re  p re s e n t ly  a d e q u a t e  to  d e a l  w i th  th e  
p r o b le m .  It I n s  b ee n  s u g g e s te d  t h a t  
e i th e r  o r  b o t h  the  civil o r  c r im in a l  p e n ­
a lt ie s  s h o u l d  b e  m a d e  s t r o n g e r  to  
a t t e m p t  to  r e d u c e  the  i m p a c t  o f  th is  
p r o b l e m .

B ad  C h e c k  C I" i l  P e n a l t i e s
4, S h o u l d  leg is la t io n  b e  a d o p t e d  to 

r e q u i r e  th a t  b a d - c h e c k  w r i t e r s  r e ­
p a y  n o t  o n ly  th e  L e e  v a lu e  o f  th e  
c h e e k  a n d  a n y  c o u r t  c o s t s  i n c u r ­
re d  by  th e  rec e iv e r  b u t  a l s o  civil 
d a m a g e s  o f  S 100 ( m i n i m u m )  o r  
t r ip le  t h e  a m o u i h  o f  th e  c h e c k ?

86.% Flour 10%_l)pp<>H' 4% I'nCii'ldi'il1 2  > i u

B A C K G R O U N D :  T a w  e n f o r c e m e n t  
o f f ic ia l s  f r e q u e n t ly  d o  n o t  p u r s u e  t h o s e  
w h o  w r i t e  h a d  c h e c k s  f o r  sm a l l  
a m o u n t s .  T hus ,  th e  o n ly  d e t e r r e n t  to  
w r i t in g  a  b a d  c h e c k  is th e  r e c e iv e r ’s 
( m e r c h a n t )  c o l l e c t io n  e f f o r t s .  C h e c k s  
w r i t t e n  lo t  m i u II a m o u n t s ,  w h ich  t o ­
g e th e r  ma> re p re s e n t  a  d e e p  cu t  in  a 
b u s in e s s ’s p r o f i t ,  f r e q u e n t ly  cos t  m o r e  
to  co l lec t  t h a n  th e y  a re  w o r t h .

If  th e  m e r c h a n t  w*as a l l o w e d  to  co l lec t  
f r o m  th e  h a d -o h c c k  w r i t e r  a  m i n i m u m  
o f  $10 0  o r  t r ip le  th e  a m o u n t  o f  th e  
c h eck  a s  d a m a g e s ,  in a d d i t i o n  to  th e  
b ase  v a lu e  o f  th e  c h eck  a n d  a n y  c o u r t  
cos ts  i n c u r re d ,  (h e re  w o u ld  b e  a rea l  i n ­
ce n t ive  fo r  i h e  m e r c h a n t  to  c o l lec t  a n d  
a d e t e r r e n t  to  b a d - c h e c k  w r i t in g .

C h e c k  I n f o r m a t i o n
5 . S h o u l d  f in a n c ia l  i n s t i t u t io n s  be  

r e q u i r e d  to  n u m b e r  c h e c k s  o n  
n e w  a c c o u n t s  b e g in n in g  a t  #101 
a n d  d is p la y  o n  t h e  f a c e  o f  th e  
c h e c k  th e  m o n t h  a n d  v e a r  th e  a c ­
c o u n t  w a s  o p e n e d ?

4 1 %  F a v n r  4 9 % O p p o : . e  1 0 / 1 ' t i l l  m i l l ' l l
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5 A .  S h o u l d  b a n k s  b e  a l l o w e d  to  
d isc lo s e  to  m e r c h a n t s  th e  b a n k  
a c c o u n t  i n f o r m a t i o n  o f  th o s e  
w h o  i s su e  c h e c k s  w h ic h  a r e  r e ­
t u r n e d  b e c a u s e  o f  in s u f f ic i e n t  
f u n d s ?  S u c h  i n f o r m a t i o n  m ig h t  
i n c lu d e  a c c o u n t  s t a tu s ,  c u r r e n t  
a d d r e s s ,  p h o n e  n u m b e r ,  a n d  his- 
t o r v  o f  r e t u r n e d  c h e c k s .

6 6 % /  33% 1 1 ,  . .
 F a v o r   O p p o s e   A n d o c u l e u
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B A C K G R O U N D :  In th e  U n i te d
S ta t e s ,  a p p r o x i m a t e ly  4 0 0 ,0 0 0  w o r t h ­
less c h e c k s  a r c  w r i t t e n  e v e ry  d a y .  
E ig h ty  p e r c e n t  o f  th o s e  c h e c k in g  a c ­
c o u n t s  a r c  six m o n t h s  o ld  o r  less.  
N u m e r i c a l  l is t ing  a n d  d a t e  o f  a c c o u n t  
o p e n in g  w o u ld  a le r t  m e r c h a n t s  to  n ew  
a c c o u n t s  a n d  to  t a k e  c a r e  in d e c id in g  
w h e t h e r  to  a c c e p t  i h o s e  c h e c k s .  A d d i ­
t io n a l ly ,  s e v e r a l  s t a t e s  h a v e  g iven  
f in a n c ia l  i n s t i t u t io n s  p e r m i s s io n  10  d i s ­
c lo se  a c c o u n t  i n f o r m a t i o n  to  e i t h e r  law 
ei f o r e e m c n t  o f f i c ia l s  o r  m e r c h a n t s  
w h o  rece iv e  a w o r th le s s  c h e c k .

O p p o n e n t s  o f  the  n u m b e r i n g  sy s te m  
b e l ieve  it w o u l d  c r e a te  p r o b l e m s  f o r  in ­
d iv id u a l s  a n d  b u s in e s s e s  w h o  f o r  c o n t i ­
n u i ty  p u rp o s e ; ,  w a n t  to  c o n t i n u e  to  
n u m b e r  c h e c k s  f r o m  w h e r e  t h e  o ld  a c ­
c o u n t  le f t  o f f .

L A B O R

M a n d a t o r y  O v e r t im e  W a g e s  
<>. S h o u l d  ex is t ing  law he  re p e a le d  

w h ic h  r e q u i re s  a  b u s in e s s  w i th  
f o u r  o r  m o r e  e m p lo y e e s  to  p ay  
o v e r t i m e  to  a n  e m p lo y e e  w h o  
w o r k s  m o r e  t h a n  8 h o u r s  in  o n e  
d a y ,  b u t  d o e s  n o t  w o rk  o v e r  40  
h o u r s  p e r  w e e k ?
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B A C K G R O U N D :  M o s t  sm a l l  b u s i ­
n esses  r e q u i r e  tha t  a  pur l ieu! .; ;  j o b  be  
a c c o m p l i s h e d  w i th in  a  c e r t a in  p e r io d .  
T h is  m a y  r e q u i r e  a n  t  n p l o j e c  t o  w o rk  
m o r e  t h a n  8 h o u r s  o n  a  p a r t i c u l a r  d a y .  
H o w e v e r ,  t h e  e m p lo y e e  is g iv en  l im e  
o f f  o n  o i l i e r  d a y s  o f  th e  w eek  so  a s  no i  
t o  w o rk  m o r e  t h a n  40  h o u r s  t h a t  p a r ­
t i c u la r  w e e k .  P r o p o n e n t s  o f  a  c h a n g e

say  t h a t  law  is p a r t i c u la r ly  u n fa i r  to 
s m a l l e r  b u s in ess e s  w h o s e  w o r k lo a d  it  
h ea v y  a t  c e r t a in  l im e s  a n d  s lack  o n  
o t h e r  d a y s  o f  th e  w e e k .  T h i s  flexibility  
o f  w o r k e r  t im e  s h o u ld  n o t  im p o se  a n  
a d d i t i o n a l  f in an c ia l  b u r d e n  o n  sm alle r  
b u s in esses .

O p p o n e n t s  to  c h a n g in g  th e  law  a rg u e  
th a t  e m p lo y e e s  w o r k i n g  m o r e  t h a n  8 
h o u r s  in a n y  o n e  d a y  s h o u l d  be  g iven  
e x t r a  c o m p e n s a t i o n  in th e  f o r m  o f  
o v e r t im e  p a y ,  w h e t h e r  th e y  w o r k e d  
v o lu n t a r i l y  o r  w e re  r e q u i r e d  to  d o  so 
by  th e i r  e m p lo y e r .  T h e y  feel d a i ly  o v e r ­
t im e  p a y  s h o u l d  b e  i n d e p e n d e n t  o f  th e  
r e q u i r e m e n t  to  p a y  o v e r t i m e  to  a n  e m ­
p lo y e e  w h o  w o r k s  m o r e  t h a n  4 0  h o u r s  
a  w e e k .

G O V E R N M E N T

P e r m a n e n t  F u n d  I n c o m e
7 . S h o u ld  th e  u n u s e d  p o r t i o n  o f  th e  

i n c o m e  f r o m  th e  P e r m a n e n t  
F u n d  n o t  a l lo c a te d  t o  t h e  D iv i ­
d e n d  P r o g r a m  b e  a u t h o r i z e d  f o r  
t h e  fo l lo w in g ?

a .  T h e  L o n g e v i ty  B o n u s  P r o g r a m  
fo r  th e  e ld e r ly

41% Favor l̂̂ OppMH* 8%1'ndi't'iileil 
1 2  > 2 4

M u n ic ip a l  A s s i s ta n c e  P r o g r a m  
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B A C K G R O U N D :  D u r in g  th e  198 ’ 
L e g is la t iv e  S e ss io n  bil ls w e r e  i n t r o ­
d u c e d  w h ic h  w o u ld  r e q u i r e  t h a t  p a r t  o f  
the  i n c o m e  o f  t h e  P e r m a n e n t  F u n d  be  
he ld  t o  f in a n c e  th e  L o n g e v i ty  B o n u s  
p r o g r a m  a n d / o r  f in a n c e  t h e  m u n ic ip a l  
r e v e n u e  s h a r in g  p r o g r a m .  In  t h e  p a s t ,  
fu n d in g  f o r  s u c h  p r o g r a m s  h a s  b e e n  
f r o m  th e  s t a l e ’s G e n e r a l  F u n d .

P r o p o n e n t s  o f  u s in g  lh e  i n c o m e  f r o m  
th e  P e r m a n e n t  F u n d  to  p t o v i d e  f u n d s  
fo r  th e se  p r o g r a m s  c o n t e n d  th a t  th is  
w o u ld  n o t  v io la te  th e  in te n t  o f  th e  P e r  
m a n e n t  F u n d  f i n a n c in g  a c t iv i t i e s  to  
b en e f i t  (he  m a x im u m  n u m b e r  o f  re s i ­
d e n t s  o f  th e  s t a le .  They  a r g u e  (h a t  p r o ­
g r a m s  like th e  m u n ic ip a l  a s s i s t a n c e  
p r o g r a m  a re  h e lp in g  all  c o m m u n i t i e s  
o f  th e  s t a l e  d i r e c t ly  a n d  th u s  b e n e f i t  
ihe  r e s id e n ts  o f  th e  v a r io u s  c o m m u n i ­
t ies in d i re c t iy  by  r e d u c in g  loca l  t a x a ­
t io n  a n d  p r o v id in g  n e e d e d  se rv ice s .

O p p o n e n t s  a r g u e ’h a t  th e  L e g i s l a tu r e  is 
m e re ly  lo o k in g  fo r  n ew  s o u r c e s  to  f u n d  
th e  e x p e n s iv e  p r o g r a m s  tltes h a v e  c r e a ­
ted  t h e  past  few s e a r s  w h ic h  they  d o

1 9 8 4  A l a s k a



no t  Nvamt r e d u c e d  in  levels  o f  f u n d i n g ,  
‘ n o w  t h a t  G e n e r a l  F u n d  re v e n u e s  a r e  
d e c l in in g .  O b v io u s ly ,  t h e  m o s t  e n t i c in g  
s o u r c e  f o r  f u n d s  is th e  P e r m a n e n t  
F u n d .  T h e y  s t r o n g l y  a r g u e  t h a t  t h e  i n ­
c o m e  o f  th e  P e r m a n e n t  F u n d  s h o u l d  b e  
kep t  f o r  ' h e  o r ig in a l  p u r p o s e s  e s t a b ­
lished  w h e n  th e  p r o g r a m  w a s  c r e a te d  
a n d  n o t  u sed  to  f u n d  o t h e r  p r o g r a m s  
o f  th e  L e g i s l a tu r e .  T h e y  s t a te  t h a t  th e  
L e g i s l a tu r e  s h o u l d  b e  r e q u i r e d  t o  f u n d  
all p r o g r a m s  o f  t h e  s t a te  f r o m  G e n e r a l  
F u n d  re v e n u e s  o r  f r o m  re v e n u e s  o th e r  
th a n  th e  P e r m a n e n t  F u n d .

G o v e r n m e n t  C o m p e t i t i o n
8. D o e s  th e  S t a t e  o f  A l a s k a  

m a i n t a i n  o p e r a t i o n s  w h i c h  a r e  in 
d i r e c t  c o m p e t i t i o n  w i th  y o u r  
b u s in e s s ?

2 9 % y e s  5 6 % n o  1 5 % i i o v t  k n o w
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B A C K G R O U N D :  P a s t  A l a s k a  S ta te  
B a llo ts  h a v e  a s k e d  w h e t h e r  th e  s t a te  
s h o u ld  des is t  f r o m  a c t iv i t ie s  w h ic h  
d ir ec t ly  c o m p e t e  w i th  p r iv a t e  e n t e r ­
p r ise .  T h e  m e m b e r s h i p  h a s  a lw a y s  
s t ro n g ly  s u p p o r t e d  th i s  c o n c e p t .  H o w ­
e ve r ,  t h e  q u e s t io n  h a s  b e e n  ra i s e d  
a b o u t  h o w  m u c h  c o m p e t i t i o n  t h e r e  a c ­
tua l ly  is. T h is  q u e s t i o n  is i n t e n d e d  to  
d e t e r m in e  th e  p r e s e n t  level o f  c o m p e t i ­
t io n  by  s t a t e  ag e n c ie s .

A n s w e r  " Y e s ”  o n ly  i f  y o u  a r e  s p e c i f i c ­
a l ly  a w a r e  o f  s i g n i f i c a n t  a r e a s  o f  s t a te  
c o m p e t i t i o n  in y o u r  ty p e  o f  b u s in e s s .  
A n s w e r  “ N o ”  i f  y o u  a r e  r e a s o n a b l y  
c e r t a in  t h a t  t h e  s t a t e  d o e s  n i l  c o m p e t e  
w i th  y o u r  b u s in e s s .  I f  y o u  “ d o n ’t 
k n o w ” , p le a s e  s o  i n d i c a t e .  I f  y o u  a r e  
a w a r e  o f  sp ec i f ic  a r e a s  o f  c o m p e t i t i o n ,  
p le a se  list t h e m  in  t h e  C o m m e n t s  sec ­
t io n  o f  th is  B a l lo t .

I n t e r e s t  P a y m e n t  O n  O v e r d u e  Bills
9 .  D o  y o u  f a v o r  o r  o p p o s e

l e g i s l a t io n  to  r e q u i r e  loc a l  g o v ­
e r n m e n t s  to  p a y  in te re s t  o n  t h e i r  
u n p a i d  b ills  a l t e r  3 0  d a y s 9
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B A C K G R O U N D :  D u r in g  1983, leg is­
l a t i o n  w a s  n e a r l y  e n a c t e d  w h ic h  w o u ld  
m a n d a t e  s t a te  a g e n c ie s  to  p a y  in te re s t  
o n  b il ls  n o t  p a id  w i th in  30  d a y s  o f  
r e c e ip t  o f  in v o ic e .  It h a s  b e e n  s u g ­
g e s te d  t h a t  th e  p r io r  l e g i s l a t io n  s h o u l d  
h a v e  b e e n  a p p l i c a b l e  to  loca l  g o v e r n ­
m e n t s  a s  well  a s  s t a t e  a g e n c ie s .  T h e  
p r o b l e m  o f  lo ca l  g o v e r n m e n t s  n o t  p a y ­
in g  b ills o n  t im e  s h o u ld  b e  a d d r e s s e d  in 
f u t u r e  l e g is la t io n .

O p p o n e n t s  o f  p r o m p '  p a y  s a y  th a t  
loca l  g o v e r n m e n t s  f r e q u e n t ly  n e e d  to  
h a v e  e x t e n d e d  p e r io d s  to  p a y  t h e i r  bills 
a n d  s h o u l d  n o t  b e  p e n a l i z e d  w i th  i n t e r ­
est  t h a t  a m o u n t s  t o  t a x p a y e r  d o l l a r s .

E q u a l  A cc e ss  to  J u s t i c e
10. S h o u l d  th e  s t a te  e n a c t  leg is la t ion  

a u t h o r i z i n g  c o u r t s  t o  r e q u i r e  
s t a t e  a g e n c ie s  to  r e im b u r s e  r e a ­
s o n a b le  a t t o r n e y  fees a n d  c o u r t  
c o s t s  to  s m a l l  b u s in e s s e s  w h o  p r e ­
vail  o v e r  a n  a g e n c y  in civil a c ­
t io n s  re la t in g  to  a l leg ed  v io la t io n s  
o f  g o v e r n m e n t a l  r e g u la t i o n s ?

95/JFa\or 2/j Qppnsf 2/j 1 niliviilrrt
■ i > 1 1

B A C K G R O U N D :  A g g re s s iv e  a g e n c y  
r e g u l a to r y  e n f o r c e m e n t  f r e q u e n t ly  r e ­
su lt  in w h a t  is c o n s id e r e d  u n w a r r a n t e d  
fines  a n d  c i t a t io n s .  T h e  in te n t  o f  th e  
p r o p o s e d  ac t  is to  r e m e d y  th e  im b a l ­
a n c e  o f  p o w e r  a n d  legal r e s o u r c e s  b e ­
tw e e n  g o v e r n m e n t  a n d  sm a l l  b u s in es s e s  
by  g iv in g  sm a l l  b u s in ess  t h e  m e a n s  to  
c h a l l e n g e  i f  the i r  p o s i t io n  is ju s t i f i e d .

P r o p o n e n t s  o f  th i s  l eg is la t ion  be l ieve  
t h a t  m a k i n g  a g e n c ie s  r e s p o n s ib le  fo r  
a t t o r n e y  fees a n d  c o u r t  cos t s  will d i s ­
c o u r a g e  u n n e c e s s a r y  a c t i o n s  a g a in s t  
sm al l  b u s in e s s e s  a n d  r e d u c e  b u r e a u ­
c ra t ic  i n t e r f e r e n c e  w i th  b u s in es s .  C o s t s  
a n d  fees w o u ld  be  r e im b u r s e d  f r o m  th e  
a g e n c y ’s o p e r a t i n g  b u d g e t  i f  th e  c o u r t s  
f in d s  a n  a g e n c y  a c te d  u n r e a s o n a b ly  in 
p re s s in g  a  c la im  o r  p u n i t iv e  a c t i o n  
a g a in s t  a  sm a l l  b u s in ess .

O p p o n e n t s  sa y  s u c h  leg is la t io n  will u n ­
d u ly  lie t h e  h a n d s  o f  r e g u l a to r s .  
(P le a s e  u s e  the  C o m m e n t  s e c t io n  to  c ite  
i n s ta n c e s  w h e re  y o u  p a id  a  f in e  in 
o r d e r  to  a v o id  th e  c os t  o f  l i t ig a t io n . )

COMMENTS:
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A l a s k a  S t a t e  L e g i s l a t u r e

Senate C o m m i t t e e  o n  State Affairs

Vic F her, C h a i r  0 Touch V
Juneau, Alaska 99811 
(907) 4 6 5 4 9 5 4

February 28, 1984

To: Rep. John Cowdery, Chair, and Members

House Labor and Commerce Committee

From: Senator Vic Fischer

Re: SCR 18 - relating to small business development

During the 1982 interim, the Senate State Affairs Committee conducted an 
investigation into the effects of state contracting procedures on small, 

minority and female owned businesses in Alaska.

In the course of chat study, and through subsequent testimony before 

recent committee hearings on small business development in Alaska, it's 

become apparent that problems facing minorities and women are basically 

the same as those facing all small Alaska-owned businesses.

Besides the obvious problems associated with high costs, extreme 
weather, lack of infrastructure, and vast distances, small businesses 

face major problems in dealing with the state, particularly on state 

funded construction projects.

The state has no comprehensive policy of support and advoc small
business development. We don't even having a working defina ?

"small" business that realistically reflects the kind of "m>... ' pop"

operations most of us think of when we think of "small".

State construction projects are contracted in a manner that, often as 

not, preclude any Alaska-owned business from successfull bidding, at 

least as a prime contractor. That leaves Alaskans :Ln the position of 

competing for sub-contracts, usually with a large "outside" prime.

Lack of technical assistance, Inability to secure adequate bonding, 

credit or financing, and an impossibly tight cash flow, makes successful 

competition for a sub-contract extremely difficult for small local 

businesses. Meanwhile the concrete continues to be poured and Alaskans 

continue to stand in the cold while someone else reaps the benefits of 

state funded construction projects.

It: will take a push from both the legislative and executive branch to 

end this policy of "benign neglect" and take an active lead in assuring 

that small Alaska-owned businesses benefit from state, capitol projects.
I believe SCR 18 is a step in that direction.



SCR 18 asks the Governor to address these concerns through several 

measures including appointing a task force to assess state policy in 

contracting, local hire, and small business advocacy and to recommend 

measures that will:

- emphasize and promote small business development and maintenance

- assist in securing adequate sources of bonding, credit, and 
loans for small, Alaska-owned businesses

- specify, modify and contract state-funded construction projects 

in a manner to assure a reasonable portion of the work

is performed by small, Alaska-owned businesses

Further, SCR 1 asks the Governor to direct the Attorney General to 
investigate and recommend measures available to the state to assure that 

a reasonable portion of state-funded construction and procurement 

dollars be contracted through small Alaska-owned businesses, consistent 

with provisions of the United States and state of Alaska's constitution.

encouraging small business development in Alaska is the single most 
effective thing the state can do to provide for new industry and a 

stable economic base, opportunities for future growth to Alaska's young 

people, a diversified economy, and jobs for Alaskans.

More than that, the state benefits greatly from local businesses with 

strong community, family, and cultural committments to Alaska. That 

business community, with proper nurturing, can maintain and strengthen 

the overall economy, mobilize the states full productive capacity, and 

preserve and expand the competition basic to our free enterprise system.

SCR 18 passed the Senate unanimously earlier this session. I hope it 

finds such favor in the House and appreciate your consideration of the 

bill in committee.
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S E N A T E  S T A T E  A F F A I R S  C O M M I T T E E

SENATOR VIC FISCHER, CHAIRMAN

A L A S K A  S T A T E  L E G I S L A T U R E

P O U C H  V, J U N E A U  99811
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Senate State Affa irs Committee 
1982 Interim Report

EFFECTS OF S T A T E  CO N TR A C TIN G  PROCEDURES ON 
SMALL AND MINORITY-OWNED ALASKAN BUSINESSES

During the 1982 interim, the Senate State Affa irs committee investigated 
the effects of state construction contracting procedures on small and 
minority-owned business in Alaska. This  is a report on that effort .

Specif ically, the committee examined an interagency agreement between 
the state Department of  Transportation and Public Facilities (DO TP F)  
and the Alaska State Commission on Human Rights (ASCHR) affecting 
minority owned businesses contracting with the state.

The following report includes a review of that agreement, description 
of  development and transmittal of a polling questionnaire,  an analysis 
of  the results,  and recommendations based on suggestions and infor na­
tion received during the course of administering the questionnaire.

' A S C H R /D O T P F  AGREEMENT

In 1980 the ASCHR entered into an agreement with DOTPF to increase 
participation of minority owrfed businesses in contracting for state 
funded capital projects.

DOTPF agreed to take aff irmative action in insuring minority owned 
business h i d  an equitable chance to successfully bid state funded 
projects.  Included in the agreement were provisions requir ing that 
DOTPF:

Prepare and distribute a policy and procedure memorandum 
outl ining the scope and authority  of  the MBE officer 
charge the MBE off icer with responsibil i ty for developing and 
implementing an affirmative action plan 
identify and certify MBE's
require successful prime contract bidders to submit proof of  
having contacted MBE's as subcontractors (when they intend 
to subcontract) for information and to solicit bids 
be responsible for notify ing and informing minority owned 
businesses of contracting bids and procedures 
establish, pr in t ,  maintain, update and d is tr ib ute  a MBE 
directory

create the position of  Minority Business Enterprise officer in
DOTPF

P a g e . ..1



age i

DOTPF and ASCHR also agreed on goals for assuring a- reasonable 
percent of  total state construction dollars were contracted to minority 
owned businesses. Those goals required that 7.5% of total construction 
dollars for projects under $100,000, not subject to competitive bid,  to 
be contracted through MBE's in FY 1981 (the f irst  year of  the agree­
ment),  I I . 5% in FY 1982, and 15% in FY 1983. Identical percentage goals 
were agreed upon for total subcontracting dollars on wholly state 
funded construction projects.

These goals were not considered quotas, and terms of the agreement 
provided that justified fai lure by DOTPF to meet these goals would not 
be considered to be a breach of- the agreement.

The agreement further  required that ASCHR actively monitor DOTPF's 
compliance and required DOTPF to provide adequate and accurate 
records to enable the Commission to document their compliance.

•
This  agreement represented final resolution of a complaint originally 
filed with the Commission in December, 1978. A fter  several months of  
negotiations between agencies, it was finalized and went into effect for 
the f i rs t  time in 1980.

By June of 1982 , a quest editorial in the Anchorage Times by E. Louis 
Overstreet,  charged that DOTPF had not complied with the agreement. 
He based this charge on an "unreleased report" that "documents the 
fai lure of  DOTPF to live up to the provision of an agreement it entered 
into with the Alaska Human Right commission in February 1980".

Shortly after that editorial appeared, a constituent delivered a copy of 
the ASHRC file charging DOTPF with non-compliance to the Senate 
State Affa irs Committee. That constituent requested the committee to 
review the effectiveness of the agreement in increasing minority busi­
ness participation and to f ind out why the ASCHR was "supp'-essing" a 
report of non-complianco: under the "cover" of confidential ity.

T h e  committee formally requested a compliance report from the ASCHR. 
ASCHR, however, was statutori ly prevented from meeting the commit­
tees request due to terms of the agreement with DOTPF* and re­
strictions under state law (AS 18.80.115).

The ASCHR subsequently filed an action in superior court charging 
DOTPF with non-compliance on October 14, 1982. However, until  they 
had exhausted coricii.ation efforts,  and met the time provisions for 
f il ing and rebuttal laid out in the agreement,  they were prevented 
from disclosing any information about DOTPF's compliance or 
non-compliance.

* Part I I I ,  paragraph 4, of the agreement states: "Whether or not a
breach of this agreement has occurred shall be determined by the 
superior court.  Prior to f il ing an action seeking any such determina­
tion by the superior court,  the parties agree to mair*v a strict  con­
f ident ial ity  regarding any alleged breach and any conciliation efforts".



Because of  the confidential ity restrictions, the committee was unable to 
enlist the help of  the Commission or the Department in determining 
compliance with and effectiveness of the agreement. At the lime they 
were asked to investigate, it was impossible to predict whether there 
had been compliance, how long conciliation efforts may take or,  in­
deed, i f  they were being pursued at all.

The Committee met the same restriction and frustration the minority 
business community faced when asking for swift  and aff irmative state 
action in increasing opportunit ies to participate in state funded con­
struction projects. In addition, as the committee of oversite, Senate 
State A ffa irs  u'as v ital ly interested in how seriously state agencies 
complied with agreements made with the Commission.

In order to independently determine the effectiveness of this 
agreement,  the committee prepared and distributed a questionnaire to 
prime and subcontractors relating to state construction contract award 
procedures, specifically as they apply to minority owned businesses 
and the D O T P F /A S C H R  agreement.

Following is a description of  that questionnaire, an analysis of  the 
results,  and recommendations based on suggestions and information 
received during the course of administering the questionnaire.

QUESTIONNAIR E DESCRIPTION AND METHOD

Two questionnaires were prepared by Committee staff  with help from 
minority businesses, DOTPF's Minority Business Enterprises off icer,  
the Minority Business Assistance Center,  and the ASCHR Systemic 
Discrimination Unit.  One was directed to prime contractors,  the other 
to minority owned businesses eligible to subcontract a DOTPF project. 
(Copies of  questionnaire are attached).

Committee staff  obtained a list of  bid applicants for DOTPF con­
struction projects from 1980 to 1982 and were able to compile a mailing 
list from that information. When it could be determined, only success­
ful bidders for DOTPF contracts were sent prime contractor question­
naire.

A mailing list for minority owned business was compiled from a directo­
ry provided by DOTPF's Minority Business Enterprise off icer,the 
Minority Business Assistance Center, and other constituent sources. 
Each was sent a Minori ty Business Enterprise questionnaire.

In addition to returned questionnaires, some recipients phoned or 
wrote to the committee to provide additional comments or suggestions 
regarding state contracting procedures and small or minority owned 
businesses. Copies of that correspondence is available on request.

The two questionnaires covered a time period from June of 1980 
through June of 1982 (the same time period as ASCHR's aff irmative 
action agreement with D O T P F ) ,  and limited themselves to state funded 
construction projects.



Besides specific contracting information, contractors were also asked to 
provide suggestions and recommendations for legislation (or no legis­
lat ion),  to address the philosophical and public policy considerations of 
minority business set aside programs, and, in some cases, to provide 
business and personal history (residency,  years in business, etc.)

Each questionnaire was accompanied by a Senate State Affa irs  Commit­
tee cover letter explaining the purpose of  oversite on the 
D O T P F /A S C H R  agreement. The committee requested return of  the 
questionnaires within two -weeks of trr.nsmitta! and enclosed a self 
addressed, stamped envelope in an attempt to increase time.v participa­
tion in the polling process.

S T A T I S T I C A L  A NA LYS IS  OF QUESTIONNAIRES

Prime Contractor Questionnaire:

«
436 questionnaires mailed, 49 returned = 11.2% return 
rate

nearly half  the respondents claimed to have been a 
successful DOTPF contractor during the time period covered.

20% claimed not to be aware of the MBE Directory,  25% 
didn't  use the directory to locate sub-contractor,  and 
nearly half  said the "maintained their own list" for locating 
sub-contractors.

signif icant number of respondents were not. aware that 
a MBE contact, form was required as part o f  a DOTPF bid 
package.

36% of respondents said they have never been 
contracted by DOTPF regarding minority owned businesses 
and state contracting.

most prime contractors felt  DOTPF was making a serious 
effort  in assuring MBE's adequate opportunity  to bid 
state construction contracts.

20 % of prime contractors said they were philosophically 
opposed to minority owned set aside or advocacy programs 
and that current MBE programs should be eliminated.

18% of respondents felt no legislative action was 
necessary.

Subcontractor Questionnaire:

450 mailed out,  58 returned = 12.9% r ' -tu-n  rate

79% of the respondents were certif ied as MBE's 
(12 in 1982, 17 in 1981,11 in 1980)



Over half the respondents indicated no awareness of 
MBE off icer services

over half, claimed never to have received bid information 
from DOTPF.

28% of respondents had subcontracted on DOTPF 
projects.

33% of respondents claimed to have been contacted by 
prime contractors

67% o f  respondents claimed never to have been contacted by 
prime contractors

of  the successfully bid contracts, most were less than 
MOO, 000.

less than half  of the respondents knew about the MBE 
contact form requirement.

a majority of  l ikely construction project bidders said 
they had problems getting bonding and credit.

over half  the respondents businesses have been 
operating in Alaska for over 3 years with half of  those 
over f ive years.

over half  the respondents have lived ;n Alaska over 10 
years with over half  of them having li 'ed here more than 
20 years.

The general questions in the minority business questionnaire addressed 
and identified problems preventing small Alaskan owned businesses 
from successfully bidding on state funded construction contracts. A 
discussion of those problems follows.

PROBLEMS IDENTIFIED

In the last ten years, bill ions of dollars have been allocated for state 
funded construction contracts. The sud-’ep explosion of construction, 
corpled with the size and scope of many projects, has placed small and 
minority owned Alaskan businesses at a tremendous disadvantage in 
successfully bidding for contracts.

Besides the "normal" problems with Alaskan-based businesses (high 
cost of  labor and transportation, vast distances, little infrastructure 
e t c . ) ,  small and minority owned businesses face special problems.

Minority owned businesses are usually small businesses (under  $1 
million dollars in gross -avenues per fiscal y _r) and are often unable 
to get bonding, loans cr credit, for la'-ge-scale contracts. In



addition, they are often unaware of  bidding procedures-or notices, and 
are out o f  the mainstream of the contracting "network".

A br ie f  review of DOTPF construction contract awards from 1978 
through 1982 il lustrates the problem well. While nearly 50% of the 
awards are in amounts under $1 million dollars,  they represent less 
than a th ird  of  total contract dollars. The vast majority of  total 
construction dollars go to a relative handful of  contracts over $1 million 
dollars.

Most large-scale construction projects are awarded to out-of-state 
contractors.  Even the existing state statute giv ing a bidders prefer­
ence to Alaskan-based business, is not sufficient to overcome the 
competitive edge la^r^, national or international companies have in 
bidding state fundee construction contracts.

Since most of  these rime contractors tend to subcontract to other 
"outside" companies , small and minority owned Alaskan businesses are 
excluded from taking advantage of the massive input of state dollars 
into capital projects.

The executive branch has attempted to address this issue through the 
A S C H R /D O T P F  agreement but,  so far,  has been unable to insure that 
a reasonable portion of  state funded construction dollars remain in 
Alaska through contracting with small and minority owned businesses.

LE G IS L A T IV E  RECOMMENDATIONS

Specific statutes need addressed by the legislature, to assure a rea­
sonable opportunity for Alaskan owned small businesses to participate 
in the current  flood of  state funded construction projects.

Following are recommendation for legislation based on information 
obtained from the questionnaires:

1. Establish an Alaska Small Business Administration under the 
Department of Commerce and Economic Development (D C E D ),  modeled 
after  the federal program that would: a) define small businesses for 
the purpose of this administration, b) provide a source of credit and 
bonding for Alaska based small businesses, c) promote and advocate 
for small business development and maintenance in Alaska.

2. Create a statewide office of  minority business enterprises in the 
Department of  Commerce and Economic Development,  to aide, advocate 
and support small, minority owned businesses in Alaska.

3. Define "small" Alaskan-based businesses to realistically reflect the 
average assets and capabilities of  existing contractors.  Defining "small" 
as a business having under $2 million dollars in gross revenues for the 
year preceeding application for certif ication under an Alaskan small 
business administration, appears, from the questionnaire, to be a 
reasonable definition for Alaska.



4. Give adequate bidder preference to Alaska-based businesses that 
are small a n d/o r  minority owned. The current 5% bidders preference 
should be raised to a 15% preference to small, Alaskan based busi­
nesses. The 15% preference should require that the low bidder receive 
the contract i f  they re-submit a bid within 10% of the next lowest bid 
submitted.

5. Require prime contractors and joint ventures to award no less 
than 50% o f  total subcontract dollars to small or minority owned 
Alaskan businesses identified and certified by the Department of 
Commerce and Economic Development.

6. Include women, Viet Nam veterans and other economically disad­
vantaged classes of Alaskans in minority status for the purpose of 
these contracting considerations.

7. Require that no less than. 30% of  state funded construction con­
tracts be awarded in amounts under $1 million dollars with half of those 
in amounts under $250,000.

8. Pass a legislative resolution calling upon the Governor to create a 
task force to address state policy in contracting, local hire,  and small 
business advocacy. Require that the executive, judicial, and legisla­
t ive branch, as well as other working Alaskans, are included in the 
task force to assure ful l representation.*

9. Require surety bonders to keep adequate records to document 
why businesses are denied credit or bonding.

* Court decisions on the jurisdiction and authority of states to limit 
employment and contracting opportunit ies to residents or "protected" 
classes of citizens have been many and varied. A U.S. supreme court 
decision, issued in February 1983 , upheld a Boston Mayor's Executive 
Order requiring that 50% of wages paid on city funded or administered 
construction projects be limited to Boston residents.

Based on the f indings of that decision, Senate Bill 174, was introduced 
in the Alaska legislature on March 10, 1983, by Senator Joe Josephson. 
SB 174 requires that, when a construction project is wholly funded by 
state money and the state or an agency of the state is signatory to the 
contract,  worker hours on a c r a f t -b y -c r a f t  basis must be performed at 
least 50% by bona fide state residents.

SB 174 adopts the specific language of the U.S.  Supreme Court 
decision and replaces AS 36.10.010 in an attempt to strengthen Alaska 
hire preference laws to meet anticipated court challenges.

While not directly affecting small and minority business contracting, it 
appears that the Boston decision puts Alaska "back in the residency 
business".  Alaska's authority  to grant bidder preferences to resident 
owned small businesses, for instance, is strengthened by the supreme 
courts dec;sion.



A l a s k a  S t a t e  L e g i s l a t u r e

S e n a t e  C o m m i t t e e  o n  S t at e  Affairs

Ofridi] Business

Vic Rscher, Chairman • 1024 W. 6ih Avc.t Suite 204 C,
Anchorage, Alaska 99501 
(907) 278-3654

To: ‘

From:

Alaskan Contractors (Prime Contra^tor/^yestionns/re)

Senator Vic Fischer, Chair 
Senate State Affairs Committee

Date: September 29, 1982

Re: Minority business contracting

In the last five years, massive amounts of public dollars have gone to 
the State Department of Transportation ana Public Facilities (DOTPF) for 
statewide construction projects. ' . .

It is the intent of the legislature that all Alaskan businesses axv 
assured an equal chance to bid on and participate in state funded 
capital projects.

In order to assure this, the State Human Rights Commission entered into 
an agreement with DOTPF in June of 1980 to increase participation of 
minority owned small businesses in state construction contracting.

As the ccnrnittee of oversite for the Human Rights Ccrrmission, the Senate 
State Affairs Committee is vitally interested in hew seriously state 
agencies comply with agreements made with the Ccrrmission. We cannot 
determine this without your help.

The enclosed questionnaire was prepared by the Committee to help 
determine just hew effective that agreement has been. Direct information 
from you is the only way to verify or refute the success of this 
agreement. Your response will be greatly appreciated.

The sccpe of this questionnaire includes contracts and sub-contracts 
involving minority owned businesses frcm June 1980 to June 1982. It 
does not include female cwned businesses nor projects paid through 
federal, municipal or private funds.

The purpose of the agreement is to help, not hinder, your efforts to 
include small minority cwned businesses in subcontracting procedures. 
We need to know if you think it has been successful and where you feel 
the system could be improved.

Please return this questionnaire by October 15- to Senator Vic Fischer, 
Chair, Senate State Affairs Cormittee, 1024 W  6th Avenue, Suite 204-C, 
Anchorage, Alaska 99501. We have enclosed a self-addressed, stamped 
envelope for your convenience. For further information call Ginger • 
Haim,in my office, at 278-3654.



ADDRESS:

PHONE:

COMPANY NAME:

1. Did you submit a bid on any contracts for DOTPF projects frcra June 
1980 through June 1982'5  Yes  No.

2. Have you subcontracted any work for EOT?? frcm June 1980 to June
1982? ________Yes  No.

List firms you have subcontracted with on 
DOTPF projects from June 1980 to June 1982.

1 .    4v_______________

2  ._____________________________  5._____________________________

3  ._____________________________  6._____________________________

(Please list additional firms on space 
provided at the end of this questionnaire.)

3. Are you aware of the MEE Directory prepared by DOTPF’s Office of 
Minority Business Enterprises (QMBE)  Yes  No.

4. When did you become aware of this directory?_______________________

5. Did you refer to the MBE Directory7 when looking for subcontractors?
 Yes  No.

6. Is the MBS Directory adequate for your needs?  Yes  No.
W)iat would you like done to improve its usefulness to you?

•7. How else do you contact-MBE1 s?

Do you mein tain your own list?  Yes  No.

8. Are you familiar with the MBE contact form provided by DOTPF? 
Yes No.



9. Are you aware that in order for DOTPF to approve a subcontract, a 
conpleted MBE contact form (25 A  329) must be submitted? Yes 
_ _ N o .

10. Hag DOTPF, to your knowledge, ever approved a subcontract without a
conpleted MBS contact form?  Yes  No. (If yes, please provide
additional information at the end of this questionnaire).

11. How many times did DOTPF contact you regarding MBE's frcxn June 1980
to June 1 9 8 2 ? __________________________ Was the contact adequate to fully
inform you of the subcontracting requirements?________Yes_________No. Do
you know the contact person within DOTPF to call for further information . 
about minority business contracting? •  Y e s _______No.

12. Frcru your personal experience, how serious do you perceive DOTPF to 
be in pursuing methods to assure adequate involvement of MBE's in state
contracting? _______Very serious ________Serious enough ________Not
serious ______ •______  "whitewash" '_j______________ .

Comments? _____

13. What would you like to see DOTPF do to help contractors comply with 
MBE contact requirements?

14 , What would you like to see the legislature do to help assure all 
small Alaskan businesses an equal chance to bid on and participate in 
state funded construction projects? ______________________________________

15. When bidding on a project for which you intend to subcontract, what 
problems would it present to you should DOTPF require evidence of having 
contacted a MBE as part of your bid package?_____________________



16. Please provide any other comments on these questions:

Space for additional ccermants on previous questions:
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Official Business

SUBCONTRACTOR QUESTIONNAIRE

To: Minority Business subcontractor

Frcsn: Senator Vic Fischer, Chair
Senate State Affairs Committee

Date: S e p t e m b e r  29, 1982 * *

Re: MBS contracting on state funded projects

In June of 1980 the state Human Rights Commission entered into an 
agreement with the Department of Transportation and Public Facilities 
(DOTPF) to Increase participation of minority owned businesses in 
contracting for state funded capital projects.

As the cannittee of oversight on the Human Rights Commission, the Senate 
State Affairs Committee is vitally interested in hew seriously state 
agencies ccmply with agreements made with the Commission. We cannot do 
this without your help.

The enclosed questionnaire was prepared by the Committee to help 
determine just hew effective this agreement has been. Direct 
information from you is the only way to verify or refute information 
about compliance with that agreement.

The purpose of the agreement was to help, not hinder, efforts to include 
small minority owned businesses in subcontracting procedures. We need 
to knew if you think it has been successful and wnere vcu feel the 
system could be improved.

Please return this questionnaire by October 15 to: Senator Vic Fischer,
Chair, Senate State Affajxs Cormittee, 1024 W  6th Avenue, Suite 204-C, 
Anchorage, Alaska 9950L We have enclosed a self-addressed, stamped 
envelope for your convenience. For further information call Ginger 
Baim, in my office, at 278-3654.
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COMPANY NAME: __________________________________

ADDRESS:__________________________________________

PHONE:

1. List the date your business was certified as a minority of female 
owned business by the state Department of Transportation and Public 
Facilities (DOTPF), Office of Minority Business Enterprises (CMBE).

2. What services are you aware of being par formed by DOTPF's CMBE.

1 . _______________________________________________________________________________________________

2.
«

3.______________________________

3. How many tines during the last year has your firm received
information on contracting activity frcm D O T P F ? _____________________
Was that information presented in a timely and understandable manner to
you? ______ Yes  No. (Space is provided at the end of this
questionnaire for additional carmants).

4. Have you contacted DGTPF on your own? ________Yes ________No

If yes, under what circumstances, for what purpose, when etc.

5. Did you contract on a DCTPF project frcm Jane 1980 through June 1982?
 Yes  No. If yes, was DOTPF or the prime contractor aware
that you are a minority own ad business? _______Yes _______No.

6. List all prime contractors that have requested subcontract bids from' 
your firm from J ine 1980 through June 1982.

1 .____________________________________ 3.____________________________

2  .____________________________________ 4.____________________________

5. 6.

(List additional firms on space provided at end of questionnaire)



7. List the jobs you have performed on DOTPF projects and their 

contract value amount.

Contracts Amounts. ‘ Year

1.    ____

2.      ____

3. ___________________________________ __ ____________________ _____

4  .____________________________________ __________________________  _____

(Use additional space at end of questionnaire if necessary)

8. Are you aware that DOTPF cannot approve a subcontract until a MBE 
has been contacted and a completed contact form submitted? _______Yes

No.

9. Are you aware of any subcontracts approved by DOTPF that did not 
contain the required MBE contact form?_______ Yes  No

10. Is 'obtaining bonding a problem?  Y e s  No

31. Is getting lines of credit at local financial institutions a 
problem?  Yes No Comments?

12. Hew long have you been in business? __________________________

13. Hew long have you lived in Alaska? __________________________

14. What do you feel are the major obstacles to your company's success 
in Alaska?
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15. What would you like to see the legislature do to address the 
problem of minority business access to state contracting jobs, 
particularly through DOTPF? »

Any other carments:

Naire and Phone number of person filling out questionnaire:



M A R C H  8 ,  1 9 8 4

TO: JOHN

FROM: KEN 

RE: SCR 18

IF THE GOVERNOR WERE TO IMPLEMENT THE REQUEST MADE IN 

THIS RESOLUTION, A STATE TASK FORCE WOULD BE APPOINTED, 

ITS PURPOSE WOULD BE TO PROMOTE SMALL BUSINESS DEVELOP­

MENT AND MAINTENANCE IN ALASKA.

SMALL BUSINESSES OPERATING IN ALASKA TODAY ARE PLAGUED 

BY A NUMBER PROBLEMS. I BELIEVE THE INTENTION OF THIS 

RESOLUTION IS TO SEEK THE ADMINISTRATIONS ASSISTANCE IN 

ESTABLISHING POLICY THAT WILL AIDE AND PROMOTE SMALL 

BUSINESS IN ALASKA.

QUESTIONS:

1. IN A REPORT FROM THE SENATE STATE AFFAIRS COMMITTEE IT 

WAS RECOMMENDED THAT THE LEGISLATURE ADDRESS SOME 

NEEDED STATUTE CHANGES THAT WOULD HELP SMALL BUSINESS. 

CAN YOU PERHAPS DEFINE THOSE REGULATIONS AND UPDATE THE 

STATUS OF ANY LEGISLATION THAT MIGHT AMEND THEM ?



2. HOW HAS THE DEPARTMENT OF COMMERCE REACTED TO THE 

SUGGESTION OF ESTABLISHING AN ALASKA SMALL BUSINESS AD­

MINISTRATION ?

3. HOW MUCH MONEY DO YOU THINK IT WOULD COST TO OPERATE 

THE OFFICES OF THE SMALL BUSINESS ADMINISTRATION AND THE 

MINORITY BUSINESS ENTERPRISES ?

4. HOW WOULD YOU DEFINE SMALL BUSINESS ?

5. HAS THE DEPARTMENT OF TRANSPORTATION AND PUBLIC FA­

CILITIES IMPROVED ITS CONTRACTING RECORD SINCE THE SENATE 

STATE AFFAIRS RELEASED ITS REPORT ?

6. WHY DO YOU THINK THERE WAS SUCH A LOW NUMBER OF RE­

SPONSES TO THE COMMITTEE'S QUESTION AIRE ?


