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less, a
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a contract

STATE OF ALASKA

ALASKA TRANSPORTATION

carrier.

In the M atter of the Applica- )
[tion of Janies M. Wilson, d/b/a)
JIWILSON HELICOPTERS for author-)
ity to engage in air commerce )
Nutilizing rotary winged air - )
lcraft of 7,500 pounds maximum )
dpayload/30 passengers, or )
)

)

«

hereinafter

ERA

for authority

as a contract

w hich ERA

operato
pounds,

seating

followi

State

Commission,

commerce

ERA HELICOPTERS,

Helicopters,

referred to as

to engage in

carrier.

PROTEST OF

"ERA",

air commerce

Docket

INC.

d/b/a

protests

No.

Livingston

COMMISSION

the

with

rotary-wing

33 £

above

82-126-AC/0

Copters,

application

aircraft

ERA is the holder of Alir Commerce Certificate No. 20, by
is authorized to engage in air commerce as an air taxi
r employing rotary-wing aircraft, including those of 7,500
or less, payload capacity, and thirty passengers, or less,
configuration, from a base of operatilons at Juneau, Alaska.
The above-captioned application should be denied for the
ng reasons:
(1) Applicant is not fit, willing, and able to engage in
air commerce as proposed; and in accordance with the law s of the
of Alaska and regulations o f the Alaska Transportation
in particular, Applicant does not meet the statutory
requirement of fitness, willingness, and ability to engage in air
for the following reasons:
(a) The proposed service is not

economically

feasible;



interest

(b)

(c*

(d)

(e)

(f)

(2)

and

Air Commerce

attorneys,

ERA

App

ble

App

base

sary

the

App

cial

quir

licant is

of providing

no

licant does

t financially capa-

the proposed serv -

not have a physical

of operations nor L'ne neces-

maintenance

proposed

capabilities at

base of operations,;

licant does

management

e d to

servicex

pro

not have the finan -

capabilities re -

vide the proposed

Applicant does not have the opera-
tional management capabilities ne-
cessary to provide the proposed
service; and

Applicant does not have adequate
equipment to provide and maintain
the proposed service.

The bulk of the services applicant

proposes

appear

participate

«SrumHH/. LI

Vj &WVM'iv

to

provide, including

Alaska

and

fully

those for M & M Enterprises (a firm
controlled by applicant) do not
require an air carrier certificate.
The proposed service is contrary to
inconsistent with the declared policy of the
Act of 1960, amended. A .S. 02.05.010.
hereby certifies that it owill, through its agents
at a hearing scheduled herein and will
all proceedings concerning this application. ERA
-2 -
ux, r* * !



ispecifically rriS%gesstts an oral hearing in tIWs docket based upon .he

itfollowing circumstances w hich demonstrate that ERA has
i
substantial interest in these proceedings:
(a) ERA is the holder of Air Taxi Certifi-
cate N o. 20, above-described.
(b) I'n furtherance of said authority, ERA

has constructed and maintains substan -

Ji tial hangar, shop, office, and other
support facilities at Juneau, Alaska;
(c) ERA maintains a very substantial fleet

of heliconters at its Juneau base of

operations;

ERA has no other means at its disposal
to protect its interest in a proper
level of competition for helicopter

services other than these proceedings

(e) There is no other party to these pro-

ceedings who can or will adequately
l

protect ERA's interest in the premises,;
and

(f) There are material issues of fact,
especially in the area of economic
feasibility and public interest, w hich

must be addressed and which are best
addressed through an oral hearing in
order that a proper administrative
record will be developed.

DATED at Anchorage, Alaska, this f,\:t( day of March,

i 1983

HOLLAND AND TREFRY

Attorneys for Protestant

H. RUSSEL HOLLAND






STATE OF ALASKA

FISCAL NOTE Revision Date , 1983
REQUEST SB 188 II.  FISCAL DETAIL _
Bill/Resolution No.: Agency Affected: Pi'-'- Ban..mg L
T itle:opiating tn hank holding companies Program Category Affected:Public Pr action
Sponsor: pnn»w BRU, Program of Subprogram”) Affected*

Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
Fy 83 FY 8 Fy 8 FY 8 FY 87 Fy 88
OPERATING
10U PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING U 0 0 0 0" D...
CAPITAL IT
REVENE r”oe U ()" | ' o- “ [-0 — — [ —

FUNDING:  (Thousands of Dollars)

GENERAL FUND 1 1
FEDERAL FUNDS i
OTHER (Specify Source) | |
1 1
POSITIONS:
FULL-TIME 1
PART-TIME
TEMPORARY
I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
IV. ANALYSIS: Attac)) a separate “page for an®-Analysis
Prepared By: Willis F. Kirkpatrick? - Phone: "5 2821
Division: Banking, becurities & corporations Date: 3/28/83

Approved by Commissioner: Richard A. Lyon Date
Department: Commerce & EcTOTOnrfc-pevelopoiimnr

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor)



Banks and Financial Institi vionp § 06.05.235

(to A bank may issue a credit card or other similar credit-granting
device to a customer for obtaining money, goods, services or anything
else of value and the bank, when credit is extended under this section,
may impose a service charge not »n excess of the limits for service
charges provided in AS 45.10.120(c". However, in addition, when cash
is advanced under this section, the bank may impose a setup charge
which does not exceed three per cent of the funds advanced, or $12,
whichever is less, except that on loans of under $100 a minimum not
exceeding ss may he charged.

(c) Inaddition to charges authorized under (b) of this section, a bank
may charge an annual fee for the issuance of a credit card or other
similar credit granting device. (§ 2ch 63 SLA 1969; am § 1ch 152 SLA
1972; am § 1ch 79 SLA 1960)

Effect of ameiicjnents. — The 1980
amendment added subsection (c).

Sec. 06.05.232. Leasing of real and personal property.

NOTES TO DECISIONS

A writing ia executed for the purposes ment for one signed prior to the acqui-
of this section when it has been signed by sition of the property to be leased,
only the lessee. Dischner v. United Bnnk  requirements of this section are met.
Alas., Sup. Cl. Op. No. 238G (File No. Dischner v. United Bank Alas., Sup. Ct.
5008), 631 P.2d 177 (1981). Op No. 2386 (File No. 5008), 631 1\2d 107

Where lease agreement Is a replt.ee.  (1981).

See. 06.05.235. Bnnk holding companies, (a) Except as provided
in (b) or (e) of this section, it is unlawful for a company to own, ¢ ntrol
or hold with power to vote 25 percent or more of a class of voting
securities or other capital stock of one or more state banks or domestic
bank holding companies subject to regulation under this chapter. How-
ever, when it becomes a bona fide necessity to avoid loss for a creditor
to accept shares of stock in one or more state banks or domestic bank
holding companies constituting more than 25 percent of the ownership
or control of a state bank or domestic bank holding company in
payment of indebtedness owing to the creditor, shares of stock may be
accepted, but the shares of the one or more state hanks or domestic
hank holding companies exceeding that 25 percent shall be promptly
disposed of under the supervision of the departme.it.

(b) A domestic bunk holding company, as defined in AS 06.05.540
and organized under AS 10.05, which maintains its principal office and
place of business in the state and conducts its principal operations in
the state, may acquire and own all or any portion of the voting securi-
ties or other capital stock of, or all or substantially all of the assets of,
one or more banks or bnnk holding companies unless the bank is a



§ 06-05.235 Alaska Statutes Supplemi r § 06-05-235

recently formed bank. The dep rtment may require a domestic bank
holding company to post a hond with the department in an amount
equal to the paid-in capital and paid-in surplus represented by the
proportion of state bank stock directly or indirectly owned, held, or

Trolled by it, under conditions the department may prescribe, to

si *¢ full protection of the public. The domestic bank holding
company is subject to an examination by the department or a com-
petent person designated by the department when the department con-

siders it necessary, but not less than once each year. H:'bank
holding company shall pay an examination fee in &b h AS
06.01.0120.

(c) The department may adopt regulations for comr .mg
as domestic bank holding companies or out-of-state ba. 'Dm-
Banies under (b) or (e) of this section to assure fina. sound

anking organization and practice.

(d) A person, or an officer, director, agent, or employee of the person,
who violates a regulation adopted under (c) of this section is guilty of
a misdemeanor, and upon conviction is punishable by a fine cfnot more
than $5,000, or by imprisonment for not more than one year, or by both;
and in the case of a corporation, by a fine of not more than $10,000.

(e) An out-of-state bank holding company as defined in (h) of this
section may acquire and own all or any portion of the voting securities
or other capital stock of, or all or substantially all of the assets of, one
or more state banks, domestic bank holding companies, or national
hanks conducting a banking business in the state unless the state bank
or national bank is a recently formed bank. To assure full protection
of the public the department may require an out-of-state bank holding
company that directly or indirectly owns, holds, or controls stock in a
state bank or domestic bank holding company to post a bond with the
department, under conditions the department may prescribe. The
amount of the bond shall be equal to the product obtained by
multiplying the amount of paid-in capital and paid-in surplus of the
state bank or domestic bank holding company by the percentage of
state bank or domestic bank holding company stock directly or
indirectly owned, held, or controlled by the out-of-state bank holding
company.

() When the department considers it necessary, an out-of-state bank
holding company directly or indirectly owning, holding, or controlling
state bank stock or domestic bank holding company stock is subject to
an exar.nation by the department or a competent person designated
by the department. The out-of-state bank holding company shall pay
an examination fee in accordance with AS 06.01.010.

(9) As used in this section a "recently formed hank” is a state bank
or national bank conducting a banking business in the state that com-
menced that banking business in the state on or after July 1,1982, and
that hus not been in existence and continuously operating in the state

%
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for a period of three years or more. However, the term "recently formed
hank” does not include

(1) abank organized solely for the purpose of facilitating acquisition
ofa bank that either has been in existence and continuously operating
in the state as a bank for a three-year period, or was conducting a
banking business in the state on or before June 30, 1982;

(2) a state bank that the department determines was not chartered
directly or indirectly by an acquiring out-of-state bank holding
company, and that does not have the capacity to continue to conduct its
business independently in a fashion consistent with the public interest
and the interest of depositors, creditors, and shareholders; or

(3) a national bank that the Board of Governors of the Federal
Reserve System, or their designee, determines was not chartered
directly or indirectly by an acquiring out-of-state bank holding
company, and that does not hnve the capacity to conduct its business
independently in a fashion consistent with the public interest of
depositors, creditors, and shareholders.

(h) As used in this section "out-of-state bank holding company”
means a company that

(1) is a bank holding company as defined in the Bank Holding
Company Act of 1956, as amended (12 U.S.C. 1841, et seq.);

(2) isregistered as a bank holding company with the Board of Gover-
nors of the Federal Reserve System, with the Federal Reserve Bank of
the Federal Reserve District in which the operations of the bank
holding company are principally conducted, or with a Federal Reserve
Bank that the Board of Governors may designate;

(3) maintains its principal office and place of business outside the
state; and

(4) principally conducts its operations out of the state, as measured
by total deposits held or controlled by it on the date on which it becomes
an out-of-state hank holding company.

(i) For the purpose of this section, a trust company organized under
AS 06.25 which is engaged in the business of banking shall be con-
sidered a state bank. (8 3.167 ch 129 SLA 1951; am § 1ch 194 SLA
1959; um § 1ch 139 SLA 1961; am  1ch 53 SLA 1962; am § 1ch 124
SLA 1966: am § 18 ch 218 SLA 1976; am § 16 ch 169 SLA 1978; am
88 1—4 ch 75 SLA 1982)

Effect of amendments. — The 1982
amendment, effective July 1, 1982, in sub-
section (n), added "Except as provided in
<>or (e) of this section™ to the beginning of
the subsection, substituted "n class of
voting securities or other capital stork" for
"the capital stock" and "domestic bank" for
"state bank" in the first sentence, deleted
the former second sentence, which read
"Nothing in this subsection prohibits a
company from qualifying as a bank

holding company under (blur this Section,"
and substituted "state banks or domestic
bnnk holding companies" for "banks or
bank holding companies" in two places and
"state bank or domestic bank holding
company” for "brnk or bank holding
company” in one -lace in present second
sentence. In subsection ibl, the amend-
ment substituted "voting securities” for
"voting shares" in the first sentence, added
"unless the bank is a recently formed
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bank” to the end of the first sentence,
inserted “"domestic bank” preceding
"holding company” in the second, third
and fourth sentences, and inserted “state”
preceding "bank stock" in the second sen-
tence. In subsection (c), the amendment

deleted "bank holding" following “adopt
regulations for" and inserted "qualifying
as domestic bank holding companies or
out-of-staie baiJc holding companies under
(b) or (e) of this section.” The amendment
also added subsections (e)-(i).

Article 3. Organization and Corporate Functions of Banks,

Subarticle 2.

Section
365. [Repealed]

Incorporation an'd Certification.

Sec. 06.05.365. Application for charter.
Repealed by § 54 ch 169 SLA 1978.

Editor’s notes. — The repealed section
derived from § 3.215, ch. 129, SLA 1951;
8§ 12, ch. 157, SLA 1970.

This section was contained in a former
subarticle 3, entitled "Bank Charters,"
whb'ch was repealed by § 54, ch. 169, SLA

Subarticle 3. Initiation

Editor's notes. — Prior to 1978, this
article contained a subarticle 3 entitled
"Bank Charters," consisting of AS
06.05.365 — 06.05.375. This subarticle
was repealed by § 54, ch. 169, SLA 1978,
and derived from §) 3.215 — 3.217, ch.

1976. See editor’s note following subarticle
3 heading. ,

Legislative history reports. — For
report on ch. 157, SLA 1970 (CSiHB 643
(J618diciary)), see 1970 House Journal, p.
1085.

of Corporate Affairs.

129, SLA 1951. Former subarticle 4 and
AS 06.05.395, which was formerly «or+
tained in subarticle 5, were then
redesignated as subarticle 3 by the revisor
of statutes.

Subarticle 4. Branch Applications.

Editor’s notes. — Prior to 1978, AS editor’s note following subarticle 5 anal-

06.05.399 was contained in p subarticle 5,
entitled "Certificate of Authority." See

ysis.

Subarticle 5. Conduct ok Bank A ffairs.

Editor’s notes. — Prior to 1978, this
article contained a subarticle 5 entitled
"Certificatn of Authority," consisting of AS
06.05.395 —06.05.425. The revisor of stat-
utes transferred AS 06.05.395 to present
subarticle 3 and designated AS 06.05.j 99

as present subarticle 4. AS 06.05.400 —
06.05.425 were repealed by S 54, ch. 169,
SLA 1978, and derived from  3.221 B—
3221 F, 3221 H, ch. 129, SLA 1951
Former subarticle 6 was then redesignated
as subarticle 5 by the revisor of statutes.
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fe COMMITTEE REPOf$
SENATE

FURTHER:

Date
Mr. President:
The Committee on_ Cojur.erc has had
Aj | «uii Co ban!:

under consideration and (a majority of the committee) (the committee)
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SENATE LABOR AND COMMERCE
STANDING COMMITTEE
April 5, 1983
1:35 p.m.

Members Present: Senator Dick Eliason, Chair
Senator Bob Melcahy
Senator Pat Rodey

Members Absent: Senator Don Bennett
Senator John Sackett

COMMITTEE CALENDAR

SB 182
"An Act relating to elevator safety standards."

SJR 20

"Supporting passage of J.R. 1176 and S. 137 in the Congress of the
United States, amending the Internal Revenue Code to allow certain home

mortgage bonds to continue to be tax-exempt."”

SB i88
"An Act relating to bank holding companies."

WITNESS REGISTER

(SB 182)

Judy Knight, Special Assistant to the Commissioner
Dept, of Labor

P. 0. Box 1149

Juneau, Alaska 99802

465-2700

Position statement: Department supports SB 182.

(SB 188)

Willis Kirkpatrick, Director, Division of Banking, Securities
Corporations, Dept, of Commerce and Economic Development

Pouch D

Juneau Alaska 99811

465-2521

Position statement: Knows of no opposition to SB 188.

PREVIOUS ACTION

(In Senate Labor and Commerce only.)
No previous action on any of these measures.

and



ACTION NARRATIVE

Tape #17

Number 008

Senator Eliascn called the meeting to order with members Senator Rodey
and Senator Mulcahy present. Senate Bill 182, ccncerning elevator
safety standards. Senator Josephson, prime sponsor, K~d provided a

memorandum on the measure for the information of committee members.

Judy Knight, Special Assistant to the Commissioner of the Department, of
Labor, provided the department position on the measure. She stated that
the department supports SB 182, which adopts the 1981 American National
Standards Institute Safety Code, and permits municipalities to adopt and
enforce standards at least as strict as those set forth in the Coda.

Sen. Mulcahy inquired 1if it was that case that existing elevator
operations will not bo affected by passage of this legislation, for
example, old elevators will not need to have telephones installed, etc.

Number 100

Judy responded that this was correct. Just future elevator construction
will conform to the new safety requirements. This bill will not affect
existing elevators. There is one elevator inspector fror the state, and
Anchorage has one to s _rve their municipal inspection program. The
inspector covers elevators, and amusement rides. There are 886
elevators in the state (425 in Anchorage are covered by the City
Inspector), and the inspector 1is quite busy with 225 inspections per
year.

Number 193

Senator Rodey moved that S3 182 be passed out of committee with
individual recommendations, his own a "do pass". There being no
objection, it was so ordered.

Number 203

SJR 20, concerning the amending of the Internal Revenue Code to allow
certain home mortgage bonds to continue to be tax-exempt, was taken up
for consideration. Senator Rodey, prime sponsor, described the measure
as the companion to House Joint Resolution 37. The committeeddeveloped
the intention, with Sen. Rodey % agreement, to have the Senate pass HJR
37. Senator Rodey outlined the matters addressed by the resolution. He
explained that the savings to the state would be great if the tax-exempt
mortgage bonds program is continued. He has heard no opposition to the
measure, and, feels that the program it supports is desireable,
especially in Alaska. Senator Rodey then suggested using the House
Resolution as a vehiole to pass the measure. Senator Eliason suggested
that the committee pass out SJR 20 and waive referral of HJR 37 in order
to expedite its arrival in the Rules Committee.



Senator Rodey moved that SJR20 be passed out of committee with
individual recommendations. there were no objections, it was passed
out.

Number 280

Senator Rodey then
addressed SB red, of which he is also the prime
onsor. The measure relates to bank holding companies. Its purpose is
“allow all financial institutions "to be on a level playing field", to

establish parity . Sen. Rodey stated that the bill has unanimous
support, including from the Div. of Banking, Securities and
Corporations.

Number 340

Willis Kirkpatrick, Director of the Division of Banking, Securities and
Corporations described the purpose of the measure. The bill makes a
single change in thedomestic bank holding companies section of the
Alaska Banking Code. The problem 1is that domestic bank holding
companies, of which Alaska presently has four, are prohibited from
establishing new banks in the state, and recently formed banks are
prohibited from establishing domestic bank holding companies. (These
prohibitions went into effect as a result of passage of a comprehensive
interstate banking bill last session. The problem described above had
not been previously detected or anticipated. ) Mr. Kirkpatrick knows of
no reason why there would be opposition to the measure.

Number 426

Wes Coyner, lobbyist for Alaska Bankers Association, did not testify on
the measure, but the committee members asked 1if he supported the
measure.He stated that he did not oppose the measure, he supported it.

Senator Rodey moved that SB 188 be passed out with individual
recommendations. There being no objectJ"ns, it was so moved.

Number 4J5

The meeting adjourned at 2:00 p.m.
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PATRICK M. RODEY "A235>y DURING SESSION:
3271 MONTCLAIR? CT - POUCH V
ANCHORAGE. AK 99502 JUNEAU. AK 99811
(907)<65-3717
ALASKA STATE SENATE

MEMORANDUM

DATE : March 21, 1983

TO: Senator Patrick Rodey
FROM: Jim Kelly, Aide
RE: Senate Bill 188: "An Act relating to bank holding companies."”

This bill would make a single change in the domestic bank
holding companies section of the Alaska Banking Code. The change,
accomplished oy the deletion of the words "unless the bank is a
recently formed bank™ in AS 06.05.235(b), 1is intended to restore
the principle of parity for banks doing business in Alaska.

The problem is that domestic bank holding companies, oi which
Alaska presently has four - Alaska Pacific Bancorp, Alaska Bancshares,
Alaska Bancorporation and United Bancorporation of Alaska, are
prohibited from establishing new banks 1in the state; and recently
formed banks, such as the 7\laska Continental Bank, are prohibited
from establishing domestic bank holding companies.

These legal prohibitions went into effect on July 1, 1382, as
a result of passage last session of SB 752, the interstate oanking
bill. That bill, being the first of its kind enacted anywhere in
the country, though carefully drafted, was nonetheless quite complex.
The major effect of SB 752 was to allow Outside banks to enter the
local market; that has happened, and wa” intended. The problem
mentioned above was not intended, and, in fact, was not even discovered
until Alaska Continental Bank made application to establish its own
domestic bank holding company and was informed by the Division of
Banking that that was prohibited.

It is unfair to allow some Alaskan banks to form relationships
with domestic bank holding companies, and prohibit some other
Alaskan banks from doing likewise. As there can be significant
economic advantages to such relationships, it is not in the
public interest to grant the opportunity to some, and withhold
it from others. For the consumer to realize the very j;eal benefits
of true competition, that 1is competitive services and competitive
prices, it is necessary for rivals within the banking industry to
be .competing on a "level playing field”. This legislation would
help accomplish that.
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SENATE BILL NO. 193

POSITION PAPER

SB 193 would require that travel be competitively bid.

Obtaining lower costs for necessary travel is certainly desir—
able. Given the amount of travel done by State employees, it cer—
tainly appears that discounts should be available to such a large user
group.

It is necessary, however, to define what is meant by "travel."
Presently, a whole list of services come under that broad definition.
Travel expenses include a variety of transportation expenses (com—
mercial carrier, taxi, bus, car rental, vehicle mileage), subsistence
(meals, lodging), and other items (telephone calls, parking fees,
emergency supplies). Per diem is a flat d i1ly allowance in lieu of
subsistence expenses.

A review of actual transportation and per diem expenditures by
the State for the fiscal years 1978 through 1982 shows a 50% split
between the two categories. Further, in-State transportation is about
40% of total travel expenditures, including air fare, car rental,
taxi, etc.

In April 1982 a bid related to airline transportation was pub—
lished patterned after the Federal Government contracts. No bids were
received. There are several methods that might be used regarding
airline transportation - point-to-point high density route discounts,
etc. Flexibility will be necessary to allow feasible implementation
of perhaps some travel items subject to competitive bid, and other
under regular rates.

Prepared by:

3201/0407-6

/



STATE OF ALASKA

FISCAL NOTE [Revision Date , 1983" j
REQUEST I1.  FISCAL DETAIL
Bill/Resolution No.: SB 193 Agency Affected: Administration
Title: Compet. Bid for Travel Program Category Affected: General Govt.
Sponsor: Faiks BRU, Program of Subprogram(s) AffectedT
Requestor: Senate Labor 5 Commerce ALL

fy 8y FY 84 FY 85" FY 86 FY 87 Fy' 68 "
OPERATING 1

ICO PERSONAL SERVICES

200 TRAVEL t
300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC

total Operating 0 0 0 n 0 0
CAPITAL 0 0 0 0 0 0 1
mEEVEflur

FUNDING:

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
full-time
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

SAVINGS COULD RESULT DEPENDING ON HXTIiNT OF SUCCESSFUL COMPETITION.

IV. ANALYSIS: Attach a separate page for any Analysis (SHI: ATTACIIHD IGSITION PAPFR)
Prepared By: Ansolm Sfa.“ick. DEputy Commissi oner Phone: 405-2200
Division: General Services f| Supply Date: 4-7-83
Approved by Commissioner: lj<i Rudd Date:  4-7-83
Oepartment: ADMFNISTRATION

Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)
Copy- to Department (for Governor introduced bills)

Copy to Sponsor
r~==> n. r 3/n /no



STATE OF ALASKA

FISCAL NOTE Revision Date , 1983
|- REQUEST I1.  FISCAL DETAIL
Bi 11/Resolution No.: SB 195 Agency Affected: Administration
Title: Compet. Bid for Travel Program Category Affected: General Govt.
Sponsor: Faiks BRU, Program of Subprogram(s) Affected:
Requestor: Senate Labor M Commerce ALL

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 83 Fy 84 FY su FVd6' Fy s7j Fy 88
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES i
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING 0 0 0 n 0 0
CAPITAL 0 0 0 o . o 0 1
REVENUE I I

FUNDING:  (Thousands of Dollars)
GENERAL FUND 1
FEDERAL FUNDS I
OTHER (Specify Source)

POSITIONS:
FULL-TIME 1 1
PART-TIME I 1
TEMPORARY 1

[

I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

SAVTNGS COULD RESULT DEPENDING ON [IiXiiiNT OF SUCCFSSFUL COMPETITION.

IV. ANALYSIS: Attach a separate paae for any Analysis (SIH- ATTACHED POSITION PAPER)

te & m

Prepared By: Anselm Stnnrk. Deputy Cominissionor Phone: -1PS-2200

Division: General Services  Snnnlv Date: -1-7-83 ~~~~
/ ~

Approved bv Commissioner: Lisa RmUl 1 ] Date: <1-7-83

Department: ADMINISTRATION

Distribution:
Original to Legislative Finance
Coov to Office~of Management ana Budget (for Legislature introduced bills)
Copy/to Department (for Governor introduced bills)
gopy o Sponsor

(S€ Hw y*anf ‘'nnncnr < i /n



EXPEN

100
200
300
400
500
600
700

er ATE OF ALASKA 1984 LEGISLATIVEMNESSION
FISCAL NOTE W
Revision Date:

REQUEST I1. FISCAL DETAIL

Bill/Resolution No.: SB 193 Agency Affected: Administration

Title: Competitive Bidding for Travel Program Category Affected: General Gov-"t.
Sponsor: Senator Faiks BRU, Program of Subprogram(s) Affected:
Requestor:__ Senate Labor & Commerce All state agencies

Date of Request:

DITURES/REVENUES:  (Tnousands of Dollars)
FY 84 FY 85 FY 86 Fy 87 Fy 88 FY 89

OPERATING

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

COMMODITIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS, ETC

TOTAL OPERATING -0- -0- -0-
CAPITAL -0- -0- -0-

REVENUE -0- -0- -T57>

UNDING:  (Thousands of Dollars)

GEN

ERAL FUND

FEDERAL FUNDS

O0TH

ER (Specify Sourcj;

TOTAL

POSIT

IONS:

FULL-TIME
PART-TIME

TEM

PORARY

TOTAL

V.

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a sep age for any Analysis
Prepared By: Bob Link ouIL \Y\ Phone: 465-2250
Division: General Servi Supply Date: November £3, 1983

Approved by Comrnissioner-j/nTisa R u d d ~ A /A AN AN JPate: o0/~ T
Department: ADMINISTRAT

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor  (if different from Sponsor) 9/14/83

20/2011D3/1125-02/7
FISCAL NOTE/BDGSF1



nr

IV. ANALYSIS: Senate Bill 193
November 23, 1983

Savings could result, depending on extent of successful competition.

In 1982* a hid related to airline transportation was published, patterned
after the federal government contracts. No bids were received. There are
several methods that might be used regarding airline transportation --

point-to-point high density route discounts, etc. Flexibility will be

necessary to allow feasible implementation of perhaps some travel items

subject to competitive bid, and other under regular rates.

~0/2011D3/1125-02/8



SB 193 TITLE & SPONSOR SUMMARY i 4m15 5/22/04
AMENDED TITLE:
AN ACT RELATING TO COMPETITIVE BIDDING FOR TRAVEL CONTRACTS

PRIME SPONSOR: FAIKS.
CO-SPONSORS
CURRENT STATUS: 3/22/33 IN (S) LABOR & COM

SB 193 SENATE ACTION 14:15 5/22/04
DATE SEQ PAGE LEGISLATIVE ACTION
03/22/03 01 0450 FIRST READING COMMITTEE REPORTS
LAB! R & COMMERCE
RULES

if Mii o KM M HY nmi MV)m
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April

ALASKA STATE LEGISLATURE - SENATE

COMMITTEE ON LABOR AND COMMERCE

SENATOR RICHARD I. ELIASON POUCH V mIUNEAU. ALASKA 98811
CHAIRMAN (807) 465-3844

11, 1983

Lisa Rudd, Commissioner

Dept,

Dear

of Administration
Pouch C
Jur.eau,

Alaska 99811

Commissioner Rudd:

During a recent hearing on SB 193, "An Act relating to competitive
bidding for travel contracts”™, Deputy Commissioner Anselm Staack stated
that the Department of Administration was reviewing several cost-saving
alternatives for state employee travel. As Chair of the Senate Labor
and Commerce Committee, L am most interested in keeping abreast of your
findings.

1 1look forward to receiving a list outlining the various methods
considered by the Department.



April 7, 1983

TESTIMONEY OF RICHARD GARVIN, GENERAL MANAGER, AMERICAN TRAVEL SERVICE,
ANCHORAGE, ALASKA.

In a letter dated March 31, 1983, Sen. Jan Faiks wrote that thebudget

for 1934 would be approximately $43,000,000 and 50% to 60%will go toward

air travel. She further states that, "We also found that these agencies

pay full coach fare in most cases and that as a result of airline incentives,
such as the "Amigo Fares™, offered by Western Airlines, many trips have

been taken which may not have been necessary. This 1is contrary to state policy."

The problem with these points are:

a. Incentive fares are only offered over ashort period of time and
not on a year around schedule.

b. If there is a problem with purchasing the fares for unneeded trips
this is a problem of administration of travel, not the air fares,
nor the travel agent.

c. It is not a fair statement that all or most tickets are sold at
full fare. When ever the rules apply for a super saver or other
lower or money saving fares, this is the fare used and applies to
all state purchases.

Sen. Faiks, "We envision that the competitive bid process would allow any
airline, travel agency or other germane businers entity to bid for the
contract on any serviceable route so you will not be precluded from bidding
for state travel contract. This basically follows federal travel policy."”

The fact is that federal policy addresses is™; own military personnel

who travel. They are issued a travel requisition, and we are talking about

a few million people who travel. All Federal employees travel at the regular
airline fare. These two types of purchases are made through a "joint airlines”
office on the base. These offices are made up of all participating air carriers
with revenues going to the carriers.. Again, these fares are right from

the tariff, the same as your local travel agent and all carriers sells to
state lemployees.



Page 2

In fact tge federal government is now experimenting with allowing travel
. 0. ) .
agencies/write tickets for government travel. The trend is toward more

deregulation.

Accooding to "Western Travel Sales Guide", there are listed 73 travel
agnecies in the state and growing. Many of these agencies are doing business
with the state at this time. | can assure you that the tickets we deliver

to state offices are questioned as to proper fare and that all considerations
to the traveler have been extended to provide the lowest level fare. |In
most cases a department head has authorized the travel for the traveling
state employee. We remind you that there 1is competition out there. A

travel agency will do all th"y can do to provide, professional and cost
concious service.

In conclusion a major consideration in your deliberations should be that
this bill could be overriding our free enterprize system of letting the
market seek it"s own level.

By establishing a single carrier or a single agency you are creating a
monopoly. Need I remind you of the problems that is inherent in a
monopdlistic system. This will mean a return of one carrier problems.

This could mean a restriction on time of travel, days of travel, availability
of space on a particular carrier and many times leads to a particular

level of service by a carrier. If state employees are restricted to traveling
on one carrier or dealing with one agency you would be taking a lion by

the tail beaause of solunuch travel originating from so many areas in the
state. The exceptions would be too manv to list here.

As you know Alaskans have never bsen very enthusiastic about monoplies.



AMEMCAN

TRAVEL SERVICE

April 4* 1983

Senator Richard I. EUason
Chairman - Labor and Commerce
Pouch V

Juneau, Alaska 99811
Re: SENATE BILL NO. 193
Hearing, Room 211
Set for April 7, 1983 - 1:30 P.M.

Dear Senator Eliason & Members of the Committee:

I am Richard H. Garvin, General Manager of American Travel Service, of Anchorage,
Alaska. I have lived in the State since 1942 and have been a member of the
travel industry for the past 14 years. Please accept this letter as my personal
testimony 1n this matt?r. Thank you.

To be b**1lef, 1°Il1 state points that will be oposlsltlon tothe consideration
of the :iew wording of this bill. (Senate Bill No. 193)

1. There is no guarantee that the airlines will reduce fares to any particular
level. Airfare alone is not all of the travel costs.

2. Therefore hotels, taxi®"s and other travel expense items such as these and
even meals would be put on bid for the same reasons if this was to be carried
out to the full entent of "savings". Rent-a-car companies would be included, too.

3. If the state is dealing directly with the airlines then the travel agent who
provides service would not be able to write tickets, make reservations and
provide delivery service as well as hotel and rent-a-car reservations for
state employees. Travel agencies employee Alaskans.

4. If this was to pass state employees could not take advantage of special fares
that are offered from time to time by carriers, l.e., $100 or free tickets to
points 1n Alaska, Mexico and Hawaii.

5. Should an airline offer a special fare below the bid price what would this do

to the system. Or should the system of calculation change, e. from the
present structure to a mileage cr zone fare, will this mean rs-blddlng for
fares?

The above represents only a small part of my thoughts, but the impact that this
bill would have would be harder to deal with than a status-quo. In a time of
dt”egulatlon, you are inforoing more regulation. The Federal Government Is under
deregulation and also the State is also taking steps to deregulate wavel and
transportation. | do not see this bill as a giant step forward for the betterment
of the state. Free enterprise, deregulation in the market place will bring down
prices and will not cause unemployment 1n one of Alaska®s largest renewable
industries...Travel 1 Thank you for your time and consideration.

F
General Manager
Ceptaln Cook Hotel Plaza P.O. Box 459 - Anchorngo, Alaska  (907) 279-2471 *TELEX: 090-26659



Travel Policy
re: SB 193

1. Federal Policy

a.

b.

C.

General Federal Employees:

- Travel policies vary frcm office to office

- GSA has contracts for certain routes. They accept bids for
specified maximum flight tines. This has been in effect for
the past ten years. The variables for acceptance of lew
bids are:

the tine of day of the flight

airport (s) served

price
They have not received any criticism frcm travel agencies;
GSA has travel agencies on contract.

Travel agency policy re: Federal Travel
Data frcm CiTega Travel Agency, DC area (GSA Contractor)

20% of Federal enplgyees obtain tickets without the idea of a
travel agency or SATO.

$720 million business done by SATO (Scheduled Airline Ticket
Office, an airline sponsored office providing free government
tra® el service to Feds.)

This costs the airlines approximately 9% to maintain. United
Airlines controls 70% of SATO business yet has no contract
with the government. Travel agencies have about 7% of SATO"s
business. They collect a ccnmission of 8-9%. Although the
airlines won"t admit they are paying TA ccmmissions, Orega TA
collects a ccnmission on every airfare, including contract
(lew bid airfare). This has provided excellent business to
the TA

Note: Five years ago, when CAB approval was required, the
airlines offered a 5 day (Monday-Friday) excursion
for business people.

The U.S. Senate Allows:

- vacations adjacent to official business trips

- detours in route for personal business

- Senate staff to accept rebates under certain
"complicated" conditions, if the benefit accrues
to a person and is nontransferrable, but they
cannot accept tangible (gold ingots) assets.

Because each, agency must stay within the budget, it is in



their best interest to monitor and stretch their budget,
d. Federal History:

In 1940 the airlines convinced GAO to prohibit the use of
travel agencies in ticketing government employee airfares.
GSA recently obtained permission to test the need for this
ruling, with the idea of eliminating the rule. GSA has I
letter awaiting signature (ref: Onega TA) to encourage the
use of travel agencies. GAOOCMB new say travel agencies mate
a lot of sense and are often better than SATO or individuals.
However, Defense Department won"t follow the lead to use
travel agencies (probably because DOD offices/military bases
have SATO offices). GSA will continue their test. Everyone
will be able to use a travel agency as long as they travel
agency is approved by GAS, who is only using the best after
recent problems with one agency.

2. Selected States Policy

Most states use '"coach, lowest fare, supersaver when possible,
first class if necessary, cheapest, most economical"”
bonuses/coupons must be turned in (Data frcm: Hawaii, Arkansas,
California, Kentucky, Maryland, Michigan, Minnesota, Illinois,
Oklahoma, and Washington; collected by telephone survey and
written reports frcm NCSL)

Special provisions: Hawaiian interstate airlines offer a discount
to any passenger who holds a $5 Travel Club card. Now the fare has
been extended to government employees without a Travel Card.

3. Alaska

Currently, travel vouchers are reviewed, before approved, by
administrative services to assure maximum financial benefit to
the State for each employee®s travel. However, the per diem
cost ($80-90/day) to stay over the required Saturday night does
not usually offset the savings of the supersaver.

A memo is currently being developed by the Department of
Administration to reaoquaint State departments with the use
of supersavers.

State employees do not have to turn their discount coupons in and,
like many other states, can take concurrent vacations (without
per diem) in association with business.

State written procedure for travel: State Administrative Manual
#73

$43 million total travel (50-60% airfare)

NOTE:
The Governor wrote to Western, Alaska, and Wein Airlines requesting



information on low bid contracting. No reply as of 4/6/83.
However, several travel agencies have replied with negative
ccsnnents about the bill.

4. Conclusions:

1. Competitive bid for airfares will result in.a reduction in
state costs of travel

2. The competitive bid process should not be restricted to
airlines bu- opened up to travel agencies as well

* * % * * % *

Information collected by Senator Faiks Office
(April 6, 1983)
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837.05.230 Public Finance 837.05.230

(d) Votes required to be conducted under (C) of thin section may be
conducted by teleconference. (81 ch 170 SLA 1980)

Cross references. — For the 1980 spe- Chapter 171, SLA 1980, in the Temporary
cial appropriation to the reserve for emer- and Special Acts binder.
gency operating expenses account, see

Article 4. Uniform Purchasing.

Section

230. Competitive bids
240. Award of contracts and purchases

Sec. 37.05.230. Competitive bids. In the manner provided in AS
37.05.010 — 37.05.330 and rules and regulations established under it

(D a contract for construction and repairs, or a purchase of and
contract for supplies, materials, equipment, and contractual services
must be based on competitive bids; an award shall be made to the
lowest responsible bidder after advertising for bids, except that (A)
Repealed by 82 ch 92 SLA 1967; (B) a bid shall be awarded to an
Alaska bidder ifhis bid is not more than five per cent higher than the
lowest nonresident bidder 3; and (C) competitive bids need not be
required @) for contractual services where no competition exists; (ii) for
sales involving fair trade items; (i) when, in the judgment of the
purchasing agent, food, clothing, or medical supplies, or materials for
use in laboratory and experimental studies may be purchased
otherwise to the best advantage of the state; (iv) where rates are fixed
by law or ordinance; (v) for items traded in on like items; or (vi) for
professional, services;

(@ ifthe amount of the contractual services, purchase, or sale is
estimated to exceed $5,000, sealed bids shal *be solicited, when prac—
ticable, by publication in a newspaper calculated to reach prospective
bidders and by posting notices in public places within the area where
the work isto be performed or material furnished and in addition the
department may alco designate a trade journal for publication; the
department shall also solicit bids by sending notices by mail tg all
uctive prospective bidders known Lo itand all bids shall be sealed when
received, and shall be opened in public at the hour slated in the notice;
the department may limit the solicitation of bids or negotiate directly
if it finds that. it is in the best, interests of the. state.;

(3) a contractual service, purchase or sale where the known require—
ments are estimated to be less than $5,000 may be made either upon
competitive bids in accordance with (2) of this section or in the open
market, in the discretion of the department; but, so far as practicable,
shall be based on at least three competitive bids and recorded as pro—
vided in AS 37.05.240; small purchases of less than $500 in the diccre-
tion of the department may b**made on the open market, and may be
by cash payment from petty cash accounts set aside for that purpose;
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the department shall determine the amount of the petty cash accounts
needed by each state agency, and inspect the petty cash accounts at
least once each year to determine that the total plus amounts of
receipts for unreplenished disbursements is equal to the fixed sum of
cash set aside; shortages in petty cash accounts are a personal liability
of the responsible head of the agency towhom the account is set aside;
the department shall make all necessary rules and regulations
governing use and replenishment of petty cash funds;

(@ the provisions of this section relati? to competitive bids do not
apply to contracts for the operation of transportation systems for
students to and from the schools within the sta> , as are authorized
under AS 14.09.010; and these contracts may be awarded by bid or
negotiation and, at the discretion of the Bom"d of Education, may be
awarded for periods of three years or less;

() an "Alaska bidder,”*for the purpose of bid awards under (1) (B)
of this section, is a person who

(A) holds a current Alaska business license,

(B) submits a bid for goods or services under the name as appearing
on his current Alaska business license,

(C) has maintained a place of business within the state for a period
of six months immediately preceding the date of his bid;

(6) the competitive bid requirements of this section do not apply to
air taxi services used by state employees when no formal contract is
executed; the department affected shall pay the air taxi operator the
tariff rates as published by him with the Air Transportation Commis —
sion for the type of aircraft required; the tariffs need not be uniform
throughout the state and may reflect the diverse conditions of various
areas of the state; the air taxi service used ineach case shall be selected
by the state employee who isto fly ir the aircraft, or ifmore than one
state employee is flying in the aircraft by the employee in charge; in
all cases the air taxi operator shall have complied with AS 02.05.0t0
— 02.05.260 and other prequalifyir.g regulations established by the
department;

(7) the provisions of this section relative toan "Alaska bidder”to not
apply to contracts estimated toe eed $5,000, ofeither the Department
of Transportation and Public Facilities, which are authorized under AS
35.15.010 — 35.15.120, or the Department of Highways, which are
authorized under AS 19.10.010 — 19.10.280;

vi8) the provisions of this section relative to competitive bids do not
apply to the purchase of products or services manufactured or provided
by a sheltered workshop;

(9) the provisions of this section relative to competitive bids do not
apply to the purchase of products or services provided by the correc—
tional industries program established under AS 33.32;

(10) requests for and acceptance ofbids or other proposals for profes—

sional services shall comply with AS 24.23 or AS 36.98. 3 art IV ch
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State asks airlines tol1st
bid on state’s busine”

_ B%/Empire Staff

Based on a suggestion from Sen. John Sackett, R-Ruby, Gov.
Bill Sheffield lias asked Alaska’s three major commercial airlines
to consider competitive bidding for state government travel rates
between Juneau, Anchorage, Fairbanks and Seattle.

Sheffield has written to officials of Western and Alaska Airlines
and Wien Air Alaska informing them he is considering such a
proposal and asking for any ideas on the subject.

“The state spends approximately $40 million per year for
travel, and we are in need of cost savings, as is every other
business,” the 3overnor said in his letter. o

_Since the federal government asks for competitive bids from
airlines for official government travel, the state might want to
consider the same thing, said John Greely, deputy press secretary
to the governor.

In addition to the administration’ll request, legislative steps are
being taken to help save money on the state's travel budget.

Sen. Jan Faiks, R-An_chorage, introduced a hill earlier this
week to require competitive bidding for state air travel. Com-

AIr bids...

Petiti_ve bidding is already required for many state services, and
he bill seeks to extend that to air travel as well. .
About $24 million is spend yearly on state air travel, and special
rates provided b_{ the airlines could save the state about $8
million, said a Faiks spokesman. S
Wien Air Alaska already does competitive bidding for federal
overnment air travel, but Jim Flood, company president, Is in
hicago and has not seen the governor’s letter concerning bids for
state fravel.
~Jim Johnson, vice president for public affaira for Alaska Air-
lines, told the Empire this morning the company hadn't had lime
to review Sheffield’s letter or form a response to'it. _
However, Johnson hoped a method could be worked out with
the state that could overcome some of the problems encountered
with competitive bidding on federal travel. o
The major problem with the federal competitive bidding
system is when a low bidder is selected, other airlines fIymg the
same routes simply nr*-0! the low bid. Then, whenever a federal
* Aiued on Page 2

Continued from Page 1

traveler finds a full plane or a schedule conflict on the low-bidder
airline, they just go to the competitors at the same price, Johnson

said.

"We opted not to bid on the federal program because it’s not a
competitive bid as such," Johnson said. “Besides, we felt the
rates were already very fair, and we would be denying seats to the

general public."

Western Airlines has not bid for any of the federal contracts on

its routes and does not have any similar contracts with an}/ other
states, said Glenn Bozarth, manager of press relations fo

airline.

receive
press time.

r the

George Sullivan, senior vice president for Western, who
the letter from Sheffield was unavailable for comment at
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STATE OF ALASKA

FISCAL NOTE M Revision Date T9S3
l. REQUEST I1. FISCAL DETAIL
Bi 11/JTesol uti on No: SB 199 Agency Af.ected: Revenue
Title: Relating to mortgage assistance Program Category Affected: Econ. Devel.
Sponsorl  Kerttul a BRU, Program of Subprogram(s) Affected:
Requestor: Alaska Housing Finance Corporation

EXPENDITURES/REVENUES:  (Thousands of Dollars)

I FY"B'3 | FY 8 IFY 8 I1FY 8 |If/87 |IFYss
OPERATING
100 PERSONAL SERVICES I - r - 1 - i M- 1 -
1 200 TRAVEL 1 - 1 - 1 - 1 - 1 - 1 -
1 300 CONTRACTUAL i - i - 1 - 1 - 1 - 1 -
400 COMMODITIES 1 - i - 1 -1 - 1 - 1 -
500 EQUIPMENT 1 - 1 - 1 - 1 - 1 - 1 -
I 600 LANDS & STRUCTURES 1 - 1 - 1 -1 - 1 - 1 -
700 GRANTS, CLAIMS, ETC. 1 - 1 - 1 - 1 - 1 - 1
. 1 1 1 1 1 1
TOTAL OPLMimr
CAPITAT 1 76 T
REVENUE®

FUNDING:  (Thousands of Dollars)

T  GENERAL™TIM) 7T r
FEDERAL FUNDS
OTHER (Specify Source)

POS|ITIONS:

| unrrmr
I PART-TIME
I TEMPORARY

I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

The subsidy amount of $76,000 could be accommodated without increasing AHFC"s capital
budget request for the SAM fund for FY 1984.

IV. ANALYSIS: Att alseparate pag& for any Analysis.

Prepared By: -Imael 3. L"netiy Phone: 276-5599
Division: Alaska hotjsing Finance Corporation,/ Date: Tm m -~
o 1373 s?2t/l U '
Approved by Commissioner: , Date: o~/ f/
Department: / Revenue
Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requestor (if different from Sponsor)

O s submtHcd - § ifu in 0~ 0/



Analysis for SB 19

$76,000 would be the amount of subsidy required to fund the
loans of $110,000 each. The amount was figured by using $23 of
subsidy for each $100 of mortgage funds raised through the sale
of taxable bonds. That amount was the ratio of subsidy for
AHFC"s most recent taxable sale. The average AHFC loan amount
of $110,000 was used for these calculations.



3 199 TITLE & SPONSOR SUMMARY 16:17  6/04/04 PAGE 1 OF
*ENDED TITLE:
Y ACT RELATING TO nORTGAGE A?.71.STANCE FOR HEMBERS OF THE
i-Ai'KA DELEGATION TO THE UNITED STATES CONGRESS,
ND PROVIDING FOR AN EFFECTIVE DATE
GENERAL DOLLARS: $0 <F. NOTE)
'RIME SPONSOR:  KER7TULA.
OTHER DOLLARS: HO
0 -SPONSORS:
'URRENT STATUS; 6/16/'03 IN (H) FINANCE
'D 199 SENATE ACTION 16:10 6/04/04 PAGE 2 al
DATE SEQ  PAGE LEGISLATIVE ACTION
5/23/03 01 0471 FIRST READING - COMMITTEE REPORTS
3/06/03 02 0912 L&C. ... DP02, NRO1
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'6/03/03 04  i194 PIN - DPO04
6/15/03 05 1317 RI.S 0THERO3
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-6/15/83 06  i3TO  SECOND READING
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6/15/03 08 1320 THIRD READING
> 15/03 09 320 PASSED BY DIV 10-02 -00
H8/Q\ 10 320 EFFECT!!VI o1, \i  SAME AS PASSAG
) e Kit X% H VX X (XX XXX
199 HOUSE ACTION i6:10 6/04/84 PAGE 3 QL
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FINANCE
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SPECIAL MORTGAGE HPRN PURCHASE PROGRAM. W

(A) THE CORPORATION SHALL ESTABLISH A SPECIAL MORTGAGE LOAN
PURCHASE PROGRAM. UNDERTHE SPECIAL MORTGAGE LOAN PURCHASE
PROGRAM, THE CORPORATION MAY PURCHASE FIRST OR SECOND MORTGAGE
LOANS, INCLUDING GRADUATED PAYMENT MORTGAGE LOANS, MADE FOR THE
PURCHASE, IMPROVEMENT, OR REHABILITATION OF RESIDENCES.

(B) THE CORPORATION SHALL ADOPT REGULATIONS UNDER AS
18.56.08S TO ESTABLISH MINIMUM CONSTRUCTION STANDARDS UIHICH A
RESIDENCE MUST MEET BEFORE THE CORPORATION MAY PURCHASE A
MORTGAGE LOAN ON THE RESIDENCE UNDER (A) OF THIS SECTION. THE
MINIMUM CONSTRUCTION STANDARDS SHALL INCLUDE STANDARD DEVIATIONS
FROM THE MINIMUM CONSTRUCTION STANDARDS TO ALLOW THE CORPORATION
TO PURCHASE LOANS ON RESIDENCES WHICH DO NOT MEET THE MINIMUM
CONSTRUCTION STANDARDS BUT WHICH ARE CERTIFIED BY AN ENGINEER TO
BE WITHIN THE STANDARD DEVIATIONS. THE STANDARD DEVIATIONS SHALL
INCLUDE, BUT ARE NOT LIMITED TO, PROVISIONS RELATING TO WATER
HOLDING TANKS, ON-SITE WATER AND SEWER SYSTEMS, AND FOUNDATIONS.

©) THE CORPORATION MAY PLEDGE MORTGAGE LOANS PURCHASED BY
THE CORPORATION UNDER (A) OF THIS SECTION, MORTGAGE LOANS

ASSIGNED TO THE CORPORATION FOR THE SPECIAL MORTGAGE LOAN
PURCHASE PROGRAM, AND MORTGAGE LOANS PURCHASED WITH AMOUNTS
APPROPRIATED TO THE CORPORATION FOR THE SPECIAL MORTGAGE LOAN
PURCHASE PROGRAM TO PAY THE PRINCIPAL, INTEREST, AND REDEMPTION
PREMIUM, IF ANY, ON BONDS OR BOND ANTICIPATION NOTES ISSUED BY
THE CORPORATION FOR THE SPECIAL MORTGAGE LOAN PURCHASE PROGRAM
AND MAY EXPEND AMOUNTS APPROPRIATED TO THE SPECIAL MORTGAGE LOAN
PURCHASE PROGRAM FOR MORTGAGE LOAN SUBSIDIES OR OTHER PURPOSES OF
THE PROGRAM AS NECESSARY TO CAUSE THE INTEREST RATE ON MORTGAGE
LOANS PURCHASED UNDER THE SPECIAL MORTGAGE LOAN PURCHASE PROGRAM
AND RETAINED BY THE CORPORATION OR SOLD UNDER AS 18.56.099 TO
EQUAL THE RATES SPECIFIED INTHIS SECTION.

<O>> REPEALED BY SEC. 51CH 115 SLA 1981.

(E) THE CORPORATION SHALL ESTABLISH REGULATIONS IN
ACCORDANCE WITH AS 18.56.088 TO IMPLEMENT THE SPECIAL MORTGAGE
LOAN PURCHASE PROGRAM. THE REGULATIONS SHALL INCLUDE PROVISIONS
ALLOWING, PROHIBITING, OR RESTRICTING THE RIGHT TO ASSUME OR THE
RIGHT TO PROVIDE FOR THE PAYMENT OF MORTGAGE LOANS PURCHASED
UNDER (A) OF THIS SECTION BYA PERSON OTHERTHAN THE MORTGAGER.

A PROVISION IN A MORTGAGE LOAN PURCHASED BYTHE CORPORATION AFTER
JUNE 30, 1981, THAT PROHIBITS OR RESTRICTS THE RIGHT TO ASSUME OR
THE RIGHT TO PROVIDE FOR THE PAYMENT OF MORTGAGE LOANS IS
ENFORCEABLE. THE CORPORATION SHALL ENFORCE THE REGULATIONS
ADOPTED UNDER THIS SUBSECTION.

<= IN THIS SECTION AND IN AS 18.56.099,
<> "GRADUATED PA' MENT MORTGAGE LOAN" MEANS A MORTGAGE

LOAN THE TERMS OF WHICnh PROVIDE FOR MONTHLY PRINCIPAL AND
INTEREST PAYMENTS WHICH
TAT PUTTING THE FIRST YEAR OF THE MORTGAGE LOAN ARE
LOWER THAN THE MONTHLY PRINCIPAL AND INTEREST PAYMENTS
THAT WOULD BE REQUIRED UNDER THE TERMS OF A LEVEL
PAYMENT MORTGAGE LOAN MADE AT THE SAME INTEREST RATE;

AND
<B) DURING SUBSEQUENT YEARS OF THE MORTGAGE LOAN

ARE GRADUATED TO PROVIDE FOR THE SAME RETURN OVER THE

TERM OF THE LOAN THAT WuuLD HAVE BEEN PROVIDED BY A

LEVEL PAYMENT MORTGAGE LOAN MADE AT THE SAME INTEREST

Rf TE =

(2= ' "MORTGAGE LOAN* INCLUDES A BENEFICIAL INTEREST OR
PARTICIPATION IN A MORTGAGE LOAN;

3) REPEALED BY SEC. 51 CH 115 .'LA 1981.

A) "RESIDENCE" MEANS AN OWNER-OCCUPIED, SINGLE-FAMILY
RESIDENCE, INCLUDING A MOBILE HOME, OR AN OWNER-OCCUPIED
DUPLEX, TRIPLEX OR FOUR-PLEX.
<G> THE CORPORATION SHALL ESTABLISH THE INTEREST RATE ON A

FIRST MORTGAGE LOAN PURCHASED UNDER (A) OF THIS SECTION IN
ACCORDANCE WITH THE FOLLOWING:

(1) THE INTEREST RATE ONTHE FIRST 190,000 OF A
MORTGAGE LOAN PUi.CHASED WITH THE PROCEEDS OF THE FIRST ISSUE
OF TAXABLE BONDS OF THE CORPORATION 1S 10 PERCENT OR THE COST
OF FUNDS, WHICHEVER 1S LESS.

(2) THE INTEREST RATE ONTHE FIRST $90,000 OF A
MORTGAGE LOAN PURCHASED WITH THE PROCEEDS OF A SECOND OR
SUBSEQUENT ISSUE OF TAXABLE BONDS OF THE CORPORATION SHALL BE
DETERMINED AS FOLILOWS:
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BONDS IS MORE THAN THE COST OF FUNDS OF THE PRECEDING
ISSUE OF TAXABLE BONDS, THE INTEREST RATE SHALL BE
INCREASED BY AN AMOUNT EQUAL TO THE DIFFERENCE BETWEEN
THE COST OF FUNDS OF THE TWO BOND ISSUES.

(B) EXCEPT AS PROVIDED IN (C) AND <D) OF THIS
PARAGRAPH AND (2) OF THIS SUBSECTION, THE INTEREST RATE
MAY NOT BE LESS THAN 10 PERCENT AND MAY NOT BE REDUCED.

(C) IF THE DIFFERENCE BETWEEN THE COST OF FUNDS OF
AN ISSUE OF TAXABLE BONDS AND THE INTEREST RATE
ESTABLISHED FOR A MORTGAGE LOAN PURCHASED WITH THE
PROCEEDS OF THE PREVIOUS ISSUE WOULD BE EQUAL TO OR LESS
THAN THREE PERCENT, THE INTEREST RATE ON MORTGAGE LOANS
PURCHASED WITH THE PROCEEDS OF THAT TAXABLE BOND ISSUE
AND SUBSEQUENT TAXABLE BOND ISSUES IS THREE PERCENT LESS
THAN THE COST OF FUNDS OF THE TAXABLE BOND ISSUE THAT IS
USED TO PURCHASE THE MORTGAGE LOAN.

(D) THE INTEREST RATE ON A MORTGAGE LOAN PURCHASED
WITH THE PROCEEDS OF A TAXABLE BOND ISSUE MAY NOT BE
LESS THAN 10 PERCENT UNLESS THE COST OF FUNDS OF THE
TAXABLE BOND ISSUE IS LESS THAN 10 PERCENT, IN WHICH
CASE THE INTEREST ON A MORTGAGE LOAN PURCHASED WITH THE
PROCEEDS OF A TAXABLE BOND ISSUE IS EQUAL TO THE COST OF
FUNDS.

(E) IF THE PROCEEDS OF A TAXABLE BOND ISSUE ARE TO
BE USED ONLY FOR THE PURCHASE OF MORTGAGE LOANS FOR
TRIPLEX AND FOUR-PLEX RESIDENCES, THE COST OF FUNDS OF
THAT BOND ISSUE IS NOT CONSIDERED IN DETERMINING THE
INTEREST RATE ON THE FIRST $90,000 OF A MORTGAGE LOAN.

DOCUMENT- 1 OF 1 PAGE * 5 OF 7

THE INTEREST RATE ON THE FIRST $90,000 OF A MORTGAGE

LOAN THAT IS PURCHASED WITH THE PROCEEDS FROM A TAXABLE

BOND ISSUE USED SOLELY FOR THE PURCHASE OF MORTGAGE

LOANS FOR TRIPLEX AND FOUR-PLEX RESIDENCES IS EQUAL TO

THE INTEREST RATE, AS DETERMINED UNDER THIS PARAGRAPH,

ON A MORTGAGE LOAN PURCHASED WITH THE PROCEEDS OF THE

PRECEDING ISSUE OF TAXABLE BONDS.

(3) AN INTEF EST RATE DETERMINED UNDER THIS SUBSECTION
ON THE FIRST $90,000 OF A MORTGAGE LOAN THAT IS NOT PURCHASED
FROM THE PROCEEDS OF BONDS THAT ARE QUALIFIED VETERANS’
MORTGAGE BONDS UNDER THE MORTGAGE SUBSIDY BOND TAX ACT OF
1980 (26 U.S.C. 103(A)), AS AMENDED, SHALL BE REDUCED BY ONE
PERCENTAGE POINT IF THE LOAN IS MADE TO AN ELIGIBLE VETERAN
UNDER AS 18.56.101.

(4) THE INTEREST RATE FOR THE AMOUNT OF A MORTGAGE LOAN
PURCHASED UNDER (A) OF THIS SECTION THAT EXCEEDS $90,000 IS
EQUAL TO THE COST OF FUNDS TO THE CORPORATION ATTRIBUTABLE TC
THAT PART OF THE LOAN.

(5) THE INTEREST RATE ON A MORTGAGE LOAN PURCHASED FROM
MONEY APPROPRIATED TO THE CORPORATION IS THE RATE THE
CORPORATION DETERMINES 1S APPROPRIATE BY APPLICATION OF THE
PROVISIONS OF (1) - (4) OF THIS SUBSECIION. THE RATE MAY BE
BASED ON AN ESTIMATE OF THE COST OF FUNDS OF A PROPOSED ISSUE
OR ISSUES OF BONDS.

(6) THE INTEREST RATE ON THE FIRST $90,000 OF A
MORTGAGE LOAN PURCHASED FROM THE PROCEEDS OF BONDS THAT ARE
EXEMPT FROM TAXATION UNDER THE MORTGAGE SUBSIDY BOND TAX ACT
OF 1980 26 U.S.C. 103(A)), AS AMENDED, OTHER THAN BONDS THAT
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CONSTITUTE QUALIFIED VETERANS' BONDS UNDER (1) OF THIS
SECTION, IS 10 PERCENT OR THE COST OF THE FUNDS, WHICHEVER IS
LESS- A HIGHER OR LOWER INTEREST RATE SHALL BE ESTABLISHED
ON THE ENTIRE LOAN AMOUNT IF REQUIRED UNDER THE MORTGAGE
SUBSIDY BOND TAX ACT*
(7) IN THIS SUBSECTION
(A) "COST OF FUNDS" MEANS THE TRUE INTEREST COST
EXPRESSED AS A RATE ON BONDS OF THE CORPORATION PLUS AN
ADDITIONAL PERCENTAGE AS DETERMINED BY THE CORPORATION
TO REPRESENT THE ALLOCABLE EXPENSES OFOPERATION,COSTS
OF ISSUANCE, AND MORTGAGE SERVICING;
(B) "TAXABLE BONDS" MEANS BONDS BEARING INTEREST
THAT 1S TAXABLE UNDER THE PROVISIONS OF THE MORTGAGE
SUBSIDY BOND TAX ACT OF 1930 (26 U-S.C- 103A)ISSUED TO
FINANCE THE PURCHASE OF FIRST MORTGAGE' LOANS.
<H> THE CORPORATION SHALL ESTABLISH THE INTEREST RATE ON A
SECOND MORTGAGE LOAN PURCHASED UNDER (A) OF THIS SECTION IN THE
MANNER ESTABLISHED FOR COMPUTING THE INTEREST RATES ON A FIRST
MORTGAGE LOAN UNDER (G) OF THIS SECTION EXCEPT THAT, IN THE CASE
OF A SECOND MORTGAGE LOAN, IF THE FIRST MORTGAGE LOAN MADE TO THE
SAME BORROWER IS HELD BY THE CORPORATION AND WAS PURCHASED UNDER
THE SPECIAL MORTGAGE LOAN PURCHASE PROGRAM, THE OUTSTANDING
PRINCIPAL BALANCE OF THE EXISTING FIRST MORTGAGE LOAN IS
SUBTRACTED FROM $90,000 TO DETERMINE THE AMOUNT OF THE LOAN THAT
IS ELIGIBLE FOR AN INTEREST RATE ON A SECOND MORTGAGE LOAN
DETERMINED BY REFERENCE TO (G) OF THIS SECTION.
(1) THE INTEREST RATE ON THE FIRST $90,000 OF A MORTGAGE
LOAN PURCHASED FROM THE PROCEEDS OF BONDS THAT CONSTITUTE

S18.56.090 DOCUMENT* 1 OF 1 PAGE * 7 OF 7

1ST CRT

QUALIFIED VETERANS' MORTGAGE BONDS UNDER THE MORTGAGE SUBSIDY
BOND TAX ACT OF 1930 <26 U.S.C. 103(A)) AS AMENDED, IS THE
GREATER OF (1) FOUR PERCENT LESS THAN THE COST OF FUNDS OR (2)
THE RATE FOR OTHER LOANS TO VETERANS UNDER AS 13.56.093 (G)(3). A
HIGHER OR LOWER INTEREST RATE SHALL BE ESTABLISHED ON THE ENTIRE
LOAN AMOUNT IF REQUIRED UNDER THE MORTGAGE SUBSIDY BOND TAX ACT
OF 1980.

(J) IF THE MONEY USED TO PURCHASE A MORTGAGE LOAN MADE TO A
VETERAN UNDER THIS SECTION COMES FROM AN ISSUE OF BONDS OF THE
CORPORATION GUARANTEED BY THE STATE, EACH BOND MUST BE ISSUED AS
PART OF AN ISSUE SUBSTANTIALLY ALL OF THE PROCEEDS OF WHICH ARE
USED TO PROVIDE RESIDENCES FOR QUALIFYING VETERANS. IN THIS
SUBSECTION A QUALIFYING VETERAN IS A PERSON WHO IS A "QUALIFIED
VETERAN" AS THE TERM IS DEFINED OR MAY SUBSEQUENTLY BE DEFINED
UNDER THE MORTGAGE SUBSIDY BOND TAX ACT OF 1980 <26 U.S.C.
103(A)), AS AMENDED.

<> THE INTEREST RATE LIMITATIONS OF AS 45.45.010 DO NOT
APPLY TO LOANS PURCHASED UNDER THIS SECTION OR TO LOANS THAT THE
CORPORATION HAS, IN ANY MANNER, COMMITTED ITSELF TO PURCHASE.
(SEC. 27 CH 106 SLA 1980; AM SECS. 4 - 7, 51 Cll 115 SLA 1931; AM
SEC. 1 OH 35 SLA 1982; AM SECS. 19 - 24 CH 113 SLA 1982)

0601 # END OF DOCUMENTS IN LIST = ENTER RETURN OR ANOTHER COMMAND.



Mortgage
Assistance

(congressional
delegation)

similar.

SENATE BILL MO. 199. by Senator Kerttula by request. Adds

new section to lavé governing the Alaska Housing Finance
Corporation (AS 18.56) which would allow ABF to extend the
Special Mortage Loan Purchase Program (AS 1t.56.098) to members
of the Alaska Congressional delegation in Washington, D.C. Would
allow AHFC to purchase a mortgage loan made for the purchase or
rehabilitation of a residence located in the District of Columbia
or within 50 miles of the District of Columbia. The Senators and
Representative must be otherwise qualified to receive assistance
under the program. Effective immediately.

Introduced March 23 and referred to Labor & Commerce and Finance.
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Cffice of (dr Presicent Pouch V

State Capitol
Juneau, Alaska 99811

MEMORANDUM
DATE: April 21, 1983

TO: Senator Dick Eliason
Chairperson, Labor and Commerce Committe)

FROM:  Senator Jay Kerttula
Senate President

RE: SB 199, Housing assistance for the Alaskan Congressional
Delegation.

The attached material was recently received in my office. | am
forwarding it to you for your information and the perusal of your
committee.



UNITED STATES SENATE
WASHINGTON, D. C. 20510

April 14, 1983

The Honorable Jay Kerttula
Alaska State Legislature
Pouch V
Juneau, Alaska 99811
Dear Jay:
Thanks for your letter concerning the
extension of Alaska®™s mortgage assistance
program to members of the Alaska Delegation.

Frank told me that this might be possible

Hope it 1is.

TEVENS
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PREFACE

This document reports an environmental review of 3 proposed action by
the California Department of Housing and Community Development (DHCD) to
adopt regulations allowing selected new applications of plastic plumbing
pipe. The review was conducted by SRI International of Menlo Park,
California.

Although cast in a format similar to that of an Environmental Impact
Report (EIR), it is not yet even a draft EIR. This environmental review
provides an overview of existing information about the environmental
implications of the new applications of plastic pipe, and identifies areas
where better information is needed.

The review contains SRI's recommendations for testing that can be
completed in reasonable time and that would be useful in making a more
confident assessment of the environmental impacts of increased use of
plastic plumbing pipe. DHCD, with advice from the Plastic Plumbing Pipe EIR
Task Force, will decide which tests to carry out. After tost results are
available, SRI will update and modify this environmental review; DHCD will
then issue a Draft EIR for public review and, after considering the coiments
received, will 1issue the final EIR.

Both DHCD and SRl encourage comments on this document and later on the
Draft EIR. The purpose of the entire EIR process is to provide information
useful for the state"s decision on the proposed expanded uses of plastic
plumbing pipe, and it is important for the Final EIR to be as accurate and
complete as possible.

However, it is also important for readers to recognize two significant
aspects of this or any EIR. First, the EIR itself does not make the

m



ultimate decision on the proposed action. It presents the facts, as far as
they a€© known, about the environmental Impacts of the proposed action, but
the state will combine that Information with other considerations to
determine whether to permit additional applications of plastic plumbing pipe
and, 1f so, which ones. Second, an EIR, even 1n final form, can never be
entirely definitive about the Impacts of a proposed action. The nature of
decisionmaking about such actions requires a balancing of evidence, much of
which 1s uncertain. Nevertheless, the EIR attempts to clarify all
uncertainties that are critical to the decision.

Therefore, we have attempted 1n this document to explain both the
nature of the impact issues that have been raised and the meaning of the
uncertainties about them. Furthermore, because this proposed action is
unusually complicated and controversial, we explore the subtleties of the
action more than is usual so that the state can make a better and more
defensible decision and the public can -make a more infonned response.
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SUMMARY

The California Department of Housing and Community Development (DHCD)
is proposing to allow certain expanded uses of plastic plumbing pipe in
residential construction. The principal changes are to allow polybutylene
(PB) and chlorinated po."yvigyl chloride (CPVC) pipe in hot and cold pctable
water supply systems inside dwellings and to allow acrylonitrile-butadiene-
styrene (ABS), polyvinyl chloride (PVC), and CPVC pipe in drain, waste, and
vent (DW) applications in fire-rated construction. Currently, only PVC and
polyethylene (PE) are allowed for water supply, and only outside of
residences; ABS and PVC are allowed for DW, but only in non-fire-rated

structures.

If adopted, this state-level action would stimulate similar changes in
the plumbing codes of most local jurisdictions in California, and
subster._tial use of the newly approved materials, especially PB for potable
water and ABS for DWV in fire-rated buildings, would be expected. These
materials would replace copper potabie water pipe, cast iron DWW pipe,
smaller quantities of galvanized steel water and vent pipe, and/or copper
drain pipe, and minor quantities of the plastics currently allowed.

DHCD is currently assessing the environmental impacts that might stem
from the proposed expanded uses for plastic pipe, and will be preparing an
Environmental Impact Report to document the impacts of the proposed
actions. This environmental review is a summary and evaluation of current
knowledge about those impacts. The principal areas of concern about plastic
and metal piping systems are:

Possible impacts on public health of chemicals entering drinking
water from pipe, pipe-joining materials, or surrounding contaminated
soils.



Possible illness or injuries in plumbers as a result or installing
pipe.

Extent of danger from fires, as a result of either fire spread or
smoke toxicity.

Possible fiscal impacts on the price of housing and the employment
of plumbers and pipe manufacturers.

Other impacts such as energy consumption in pipe manufacture and
use, or noise in plastic drain pipe.

Preliminary analysis indicates that, although there is little evidence
to suggest clearly unacceptable environmental effects from adopting the
proposed new code, neither 1* there a sufficient body of laboratory and
field investigations to aVeviate alT concern. Important gaps in
knowledge— not unusual in the EIR process-wili have to be considered in
making the final decision, even after the results of proposed testing are
available. r'Jr tentative conclusions and recommendations are summarized
below.

Scores of chemicals have been reported as leaching trom plastic pipe
and solvent cements into drinking water, but substantial disagreement exists
about both the validity of the findings and the interpretation of the
concentrations found. Existing data are adequate to establish substantial
leaching for only a few chemicals. Of these, carbon tetrachloride,
perchloroethylene, and trichlovoethylene appear to have sufficient toxicity
to be of possible cumulative concern at the levels suspected. However, we
recommend additional water quality testing to clarify both the levels of
those substances and those of other suspected and as yet unknown ones. For
metal pipe, lead from solder joints in copper piping is a leachate of
potentially serious concern, but Its significance cannot be fully assessed
without better data on leaching from new copper water piping. We are
somewhat more concerned about the chlorinated leachates from CPVC than about
any leachates from PB, but at this point we cannot predict whether either
will cause significant public health impacts. Our information on permeation
of water pipe by soil contaminants is too sparse to draw any conclusions



except that impacts from the expanded uses must be considered in the context
of any impacts already incurred from existing plastic distribution and
external water supply lines.

The effects of plastic versus metal pipe on worker safety and health
are also in substantial doubt, principally because of an almost complete
lack of information about worker exposures, and we are recommending testing
to determine those exposures more accurately. Current evidence makes it
relatively clear that plastic pipe is preferable to metal pipe in terms of
worker safety because strains and contusions from heavy metal pipe, as well
as burns from solderiing copper pipe, would be more frequent than injuries
from working with plastic. Health implications are much less certain: both
respiratory and skin exposures to solvent cements and respiratory exposures
to soldering fumes could be, but have riot been proved to be, unhealthful.
Here the only clear findings are, first, that PB is preferable because it is
mechanically, not adhesively joined, and, second, that cast iron would cause
very little health impact unless the antiquated bell-and-spigot/lead-packing
technique is used.

Plastic pipe is more susceptible to fire damage than is metal pipe,
although cast iron drain pipe is often joined by a "no-hub” gasket
connection that can fail in fires. |If installed as a direct substitute for
metal DWV pipe, plastic will allow faster fire spread by burning or slumping
at wall penetrations. On the other hand, the proposed code calls for fire
rating to be preserved in so-called "fire-resistive construction”; if
techniques for preserving the rating a=*? implemented--such as the use of
metal sleeves or fire closures at wall penetrations--then the plastic will
by definition be acceptable in this regard. We recommend that manufacturers
and distributors of plastic pipe demonstrate specific systems for preserving
fire integrity and that these systems be the basis for passing fire safety
inspections. We believe that water supply pipe represents such small
quantities of plastic in a system and is so naturally cooled by the water



inside that it is not a significant part of the fire spread problem.
Furthermore, on the DWV side, PVC and CPCV are likely to be slightly more
fire-resistant than ABS.

With respect to smoke toxicity, the situation reverses. The combustion
products from ABS, although containing cyanide and some other hazardous
materials, are much less toxic than the hydrogen chloride gas from
decomposing PVC and CPVC. Although there would be some toxic smoke from
pipe-joining compounds in metal systems, it would be an insignificant
amount. We currently believe that the extra smoke from plastic pipe in
multistory fire-rated construction would be unlikely to lead to a
significant Increase in fatalities or long-term incapacitation, either to
occupants or fire fighters, when their ability to escape other fire hazards
1s considered. However, the hydrogen chloride hazard will not be well
understood until more agreement on an acceptable test for smoke toxicity is
reached, and we recommend that any decision be reconsidered when results
from generally accepted tests on plastic pipe are reported. Meanwhile, fire
fighters--who may be chronically exposed to smoke toxicants and be more
subject to long-term illness--should be encouraged to use the breathing
equipment provided them.

Although the life cycle cost of plastic pipe appears to be marginally
less than that of metal pipe 1n typical residences, the difference is not
sufficient to generate any increase in residential construction or to induce
significant growth in California®s population through lowered housing cost.
Small shiifts will occur from employment in metal pipe industries to that in
plastic pipe industries, and a small decrease in the work available to
plumbers will occur, principally because it is easy for do-it-yourselfers to
install, replace, and repair plastic plumbing. None of these impacts
appears "t be significant as a state issue.

Among the miscellaneous other impacts, there will be a small decrease
in total energy use and a small increase in petroleum use 1f plastic becomes
more common. Plastic DWV appears to be noticeably noisier than cast i-xjn in
otherwise identical installations, and may be annoying in the multifamily



residences most likely to be fire-rated and affected by the code changes.
Neither these nor other potential impacts are considered significant,

however .

In summary, no clear environmental preference between plastic and metal
pipes has emerged from our investigations, but some concerns about both
types remain from lack information. Even after tpe recoirmended testing,
residual uncertainties will exist, and DHCD will need to balance the
possible residual risks against the benefits of allowing more flexibility in
the choice of plumbing materials.



| INTRODUCTION

A. Plastic Pipe in California

Plastic pipe is widely used for plumbing systems in California. In
some communities, it is allowed for virtually every application for which it
is technically feasible. In other communities, almost no plastic piping is
allowed, at least in residential uses. The official state position for
residential applications is that certain types of plastic may be used in
drain, waste, and vent applications inside dwellings that are not rated with
respect to their fire safety and that other types may be used outside
buildings for cold water supply to the dwelling or for irrigation. Thus, a
homeowner can easily purchase ABS* drain pipe or PVC water pipe at a
building supply store, and contractors use large amounts of such pipe and
fittings. In fact, it is very rare to find conventional pipe (cast iron
drain pipe, galvanized water pipe, and so on) in drain, waste, and vent or
external water supply applications any longer.

On the other hand, the state dees not allow plastic pipe for hot and
cold water supply inside buildings, nor does it allow plastic pipe of any
sort in residences that are fire-rated (generally, any residential building
of three stories or more). Even though local jurisdictions are allowed
under certain circumstances to permit uses that the state does not, the uses
not approved by the state are not widespread in California. In this
respect, California is somewhat unusual, in that many states allow plastic
water pipe ins"de buildings. In California, copper and galvanized pipe are

Both the types of pipe involved and their applications, as well as the
approval authorities, will be described more precisely and in greater
detail in later sections.
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still common for water supply, and metal pipes will also be found for drains
in fire-rated buildings.

The state is currently considering allowing additional uses of plastic
pipe, but it is concerned that unacceptable environmental impacts could
occur as a result of this proposed action. Therefore, the state has
commissioned this environmental review before preparing an Environmental
Impact Report (EIR) for the action.

B. The Role of State Government**

In California, the state government has the authority to preempt local
government on matters of building codes and standards but ordinarily allows
local jurisdictions wide latitude within broad guidance, unless issues of
public safety are involved. The state"s authority in the arena of building
codes and standards is given by the State Health and Safety Code, which
authorizes the State Housing Law. The State Housing Law in turn grants the
authority to the Department of Housing and Conmunity Development, which
issues regular guidance to local jurisdictions in the form of various codes:

Housing Code
Mechanical Code
Plumbing Code

Building Code

Electrical Code.

The first two paragraphs in this subsection are based heavily on
conversations with M. E. King (1983) of DHCD; any errors in
Interpretation, however, are the authors®. (Full references for cited
sources can be found in the Bibliography, Section VII.)



A National Fire Code also affects krilding in California, but the state has
no formal fire code.

The Department of Housing and Community Development (DHCD) has the lead
responsibility for control of plumbing standards in California. Under the
authority of the State Housing Law, DHCD reviews and adopts, with suitable
amendments, proposed model codes such as the Uniform Plumbing Code (UPC)
issued every 3 years by the International Association of Plumbing and
Mechanical Officials (IAPMO). After concurrence by the California Building
Standards Commission, local jurisdiction™s have a year to adopt the state
code or amend it on a finding of compelling local need, such as unusual
water quality. At present, DHCD has no authority to dispute such
amendments. Moreover, DHCD®"s influence extends technically only to
residential building codes, including hotels and motels; it affects
standards for commercial and other construction only indirectly through
association (the UPC, for example, is intenoed to apply to commercial as
well as residential construction).

In order for the state to modify the Plumbing Code and have it take
effect at the local level, a complex series of interactions must take
pléce. The principal steps are outlined in Figure 1-1, which shows the
organizations and authorities involved.

In addition to following the formal process, DHCD seeks the advice of
various other state agencies with interests in the use of plumbing materials
in California. Federal agencies with responsibilities in California are
also interested. Interested agencies and their areas of interest are listed
in Table 1-1. Certain of these agencies are formally represented on the
Plastic Plumbing Pipe EIR Task Force, which also includes representatives of
various interested nongovernment parties. The membership of the Task Force,
which advises DHCD during the development of the EIR, 1is shown in Table 1-2.
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FIGURE 1-1  ADMINISTRATIVE ACTIONS REQUIRED FOR PLUMBING CODE CHANGES



Table 1-1

INTERESTED AGENCIES

Area of Interest
State of California

Air Resources Board Air quality

Building Standards Commission Impact on standards
California Energy Commission Relative energy consumption
Department of Conservation Ecological impacts
Department of Consumer Affairs Public health and safety
Department of Fish and Game Water quality

Department of Health Services Public health

Department of Industrial Relations Worker health and safety
Office of Planning and Research General interest

Office of Statewide Health Planning Public health

Office of the State Architect Building standards

Solid Waste Management Board Hazardous wastes

State Fire Marshal Fire spread and smoke toxicity
State Water Resources Control Board Water quality

(J.S. Government

Environmental Protection Agency Public health and
environmental quality



PLASTIC PLUMBING PHPE EIR TASK FORCE MEMBERS

Myron Moskovitz
Hearing Officer and Task Force Chairman
Department of Housing and Community Development

Thomas R. Adams
Adams, Broadwell éiRussell
Representing Local 467, Plumbers and Steamfitters Union

Paula C. Dunnigan
The B. F. Goodrich Company
Representing the Society of the Plastics Industry

William J. Hayes
Acting Director
Department of Consumer Affairs

villiam G. Holliman, Jr.
McDonough, Holland &Allen
Representing Shell 0il Company

Raymond J. Leonardini
Leonardini éiFathy
Representing the California Pipe Trades Council

J. David Quinton
Department of Health Services--OLEHP

David Spath
Department of Health Services--Sanitary Engineering

William Steffan
Division of Occupational Safety and Health

John B. Stohlton

Hoge, Fentori, Jones, & Appel

Representing Monsanto, Dow Chemical,
Borg-Warner Chemicals, and U.S.S. Chemicals

Edna Walz
State Attorney General®s Office



C.  Project Background

The following history 1s excerpted from the Request for Proposals
issued by DHCD to procure the services of a contractor to develop the
basis for an EIR for expanded uses of plastic plumbing pipe in
California.

Applications of plastic pipe for water supply can he grouped into
three major categories: public utilities, mobilehomes and
recreational vehicles, and dwellings and structures. In the
1960"s, the State Public Utility Commission approved the use of
selected plastic pipes by public utilities for water distribution
systems. During the same period, the Department of Housing and
Coimiunity Development approved the limited use of plastic pipe in
mobilehomes and in recreational vehicles. The Department is now
considering whether to allow the expanded use of plastic pipe 1in
dwellings and structures, expended beyond the limited
applications provided in the 1979 Uniform Plumbing Code (and
adopted into State Housing Law) to those proposed in the 1982
Uniform Plumbing Code.

The Coimission of Housing and Community Development was
established in 1971 to assist the legislature and provide a
public forum to find solutions to critical housing 1issues.
Composed of nine governor-appoiindividuals, the Commission
met at monthly public meetings u> adopt changes in the rules and
regulations of the State Housing Law and other housing-related
lawi under their jurisdiction.

Since 1977, the Comnission has held hearings and taken evidence,
both oral and written, on whether to approve the expanded use of
plastic pipe for drinking water intake pipe, and drain, waste,

and vent pipe. In 1978, the Commission filed a Negative
Declaration!!*] on the use of plastic pipe. However, further
questions were raised about safety of such use, and in

October, 1980, a draft report of tests performed by the James M.
Montgomery Laboratory for the California Department of Health
Services was presented to the Commission. These tests disclosed
new information about the leaching of toxic materials from
plastic pipe into drinking water.

Based on the Montgomery report and other evidence received, on
November 24, 1980, the Comnission determined that new information
to the project contained substantial evidence upon which it

An administrative action stating that no significant adverse environmental

impacts are expected and no EIR need be prepared.
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could be fairly argued that the project may have a significant
effect on the environment. Accordingly, the Commission
determined to require an EIR prior to the approval of the use of
PVC, CPVC, and ABS for drinking water and/or drain, waste, and
vent pipe. On April 20, 1981, the Commission voted to also
require the preparation of an EIR for PB pipe. The kinds of
plastic now under consideration are polyvinyl chloride (PVC),
acrylonitrile-butudiene-styrene (ABS), chlorinated polyvinyl
chloride (CPVC), polyethylene (PE), and polybutylene (PB).

During 1981, however, the State Legislature removed funding for
the Commission. The Department of Housing and Community
Development, as the logical successor agency to the Commission,
has given assurances that it would continue work upon the plastic
pipe EIR without interruption and would follow that process
through to completion, ftyron Moskovitz, former chairman of the
Commission, has been appointed State Hearing Officer on the
plastic pipe issue as well as chairman of the plastic pipe EIR
task force.

A brief review of the more significant evidence that was
presented to the Commission concerning the need for an EIR will
give a clearer understanding of the likely scope of the EIR.
Allegations were made that the solvent used to glue plastic pipe
as well as the different types of pipes themselves leached
hazardous chemicals into the water supply. The James M.
Montgomery report was a study of what actually leached from PVC
and CPVC plastic pipes and the solvents used to join them. The
following solvents used to join plastic pipe were detected by
Montgomery 1in water stored in this pipe: methyl ethyl ketone
(MEK), tetrahydrofuran (THF), dimethyl-formamide (DMF) and
cyclohexanone. In addition, other chemicals of concern were
detected such as chloroform, carbon tetrachloride,
tetrachloroethene, and trichloroethene. . . . Evidence was also
submitted indicating that DEHP [diethylhexyl phthalate] is found
in PB pipe. Finally, there was evidence which suggested that
acrylonitrile could leach from ABS pipe. The potential hazards
associated with the use of ABS and PB pipes is not as well known
since they were not part of the Montgomery study.

The California Department of Health Services prepared a report
for the Commission based on the results of the Montgomery study.
The report discussed the potential dangers to the public and to
workers installing plastic pipe. The Health Services report
concluded that if adequate flushing of the piping system is
performed prior to occupancy of a dwelling, substantial
reaccumulation of solvent concentrations to potentially toxic
levels is unlikely and normal water usage is likely to further
prevent the buildup of toxic levels of any of the major solvents.



Based upon.field studies by the State Division of Occupational
Safety and Health Administration, the Department of Health
Services concluded that adverse worker health effects from
inhalation of the major solvents 1is unlikely based on their
relatively low toxicity and field measurement of worker
exposure. The Department noted that further study was necessary
to draw conclusions about suggestions made that there 1is a higher
incidence of cancer among workers exposed to the solvents.
Finally, the report also noted that some workers may not wear
adequate protective gear such as rubber gloves when working with
the solvents, raising the possibility of dermal exposures that
were not part of the field study.

Another major issue of concern regarding the approval of the
expanded use of plastic plumbing pipe is fire safety. In May
1980, the State Fire Marshal prepared a report on the fire
hazards of plastic pipe. The report concluded that the use of
plastic pipe in non-fire-rated construction, whether in
residential, comnercial, or industrial occupancies, did not
present an unusual fire risk. The State Fire Marshal, however,
concluded more fire testing was needed on the fire safety of
plastic pipe in three or more story fire-rated construction.

More testing was needed to ensure that plastic pipe will not
contribute to unusual fire spread and that the toxicity generated
by the combustion o" plastic pipe will not extend beyond the area
of initial exposure in quantities sufficient to prove hazardous.

D. Environmental Review

Prior to preparation of a formal EIR for the proposed action to allow
expanded uses for plastic plumbing pipe, SRl International of Menlo Park,
California, has prepared this environmental review of the proposed action.

It attempts to review and interpret available information about the likely
environmental consequences of shifting toward increased use of plastic pipe
and decreased use of conventional metal pipe in those applications that
world be newly allowed by the state"s action. SRl also attempts to identify
the major uncertainties regarding those environmental consequences and to
assess what tests could yield significant information for the EIR within a

reasonable time.

Section Il of this document discusses the proposed cede changes and
their likely consequences, both in administrative terms and in terms of the
actual installation and use of the newly approved materials. Section 111
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sets the environment in which the proposed changes could exert their effects
by characterizing the manufacture, installation, and use of conventional and
plastic pipe systems. Section 1V discusses in detail the possible areas of
environmental 1impact, focusing most strongly on the issues agreed by SRI and
DHCD to be of prime concern: water quality and public health, worker safety
and health, fire safety (including smoke toxicity), and fiscal impacts. The
section also describes possible mitigation measures for potentially
significant effects. Section V presents the conclusions of the study, as
prescribed by the California Environmental Quality Act (CEQA); ac this
stage, these must be considered preliminary and subject to change in the
draft and final versions of the EIR. Testing needs, as well as other
information gaps that must be considered in the final decision, are
discussed in Section VI. Section VIl is the Bibliography, and other useful

information is presented in the Appendices.
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|1 PROJECT DESCRIPTION

This section explains the administrative action being proposed that
would allow greater use of plastic pipe in California. Although the action
in itself is not a "project"” with direct environmental consequences, it
provides the impetus for a series of actions that could eventually result in
changes of plumbing materials, which in turn have the potential for causing
environmental effects. The first subsection describes the proposed code
changes and other administrative actions that may result from them; the
second provides estimates of the shifts in use of plumbing materials that
could occur as a consequence. The growth of population in communities
allowing plastic pipe is projected in the third subsection, and additional

assumptions are presented in the fourth.

A. Proposed Code Changes

In the simplest terms, the subject of this environmental review is a
change in the 1982 Uni form Plumbing Code (UPC) that, if adopted by the
California Department of Housing and Community Development (DHCD), would
permit certain new uses of plastic plumbing pipe in dwellings 1in
California. The principal issue, therefore, 1is the extent to which adopting
the proposed changes would affect tne quality of the natural and human
environment, through increased use of plastic pipe and corresponding
decreased use of pipes made of metal or other materials. (No restrictions
on the use of piping materials currently allowed are proposed.) To provide
a factual basis for deciding whether to approve the proposed new
applications of plastic pipe, DHCD has commissioned stud***-, both of the
primary impacts of making, installing, and using the pipe and of such
secondary impacts as effects related to manufacture of pipe systen

constituents or changes in demand for housing stimulated by lower pipe



