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a g g r a v a t e d  i n  t h e  l i n e  o f  d u t y  a s  a m e m b e r  o f  a 
r e s e r v e  c o r q p o n e n t  o f  t h e  U n i t e d  S t a t e s  A r m y ,  
N a v y ,  M a r i n e  C o r p s ,  A i r  F o r c e ,  o r  C o a s t  G u a r d  
i f

( A )  t h e  d u t y  w a s  o t h e r  t h a n  f u l l - t i m e  
d u t y  a n d  w a s  p r e s c r i b e d  f o r  t h e  r e s e r v e  c o m ­
p o n e n t  o f  w h i c h  t h e  p e r s o n  w a s  a  m e m b e r  b y  
t l r  - r p r o p r i a t e  U n i t e d  S t a t e s  S e c r e t a r y  u n d e r  
3 7  U . S . C .  §  2 0 6  o r  a n o t h e r  l a w ;  o r

( B )  t h e  d u t y  w a s  p a r t  o f  s p e c i a l  a d d i ­
t i o n a l  d u t i e s  a u t h o r i z e d  f o r  t h e  r e s e r v e  c o m ­
p o n e n t  o f  w h i c h  t h e  p e r s o n  w a s  a  m e m b e r  b y  
a n  a u t h o r i t y  d e s i g n a t e d  b y  t h e  a p p r o p r i a t e  
U n i t e d  S t a t e s  S e c r e t a r y  a n d  w a s  p e r f o r m e d  
b y  t h e  p e r s o n  o n  a  v o l u n t a r y  b a s i s  i n  c o n n e c ­
t i o n  w i t h  t h e  p r e s c r i b e d  t r a i n i n g  o r  m a i n ­
t e n a n c e  a c t i v i t i e s  o f  t h e  r e s e r v e  c o m p o n e n t  
t o  w h i c h  t h e  p e r s o n  w a s  a s s i g n e d -

( b )  I n  a d d i t i o n  t o  t h e  r e q u i r e m e n t s  o f  ( a )  o f  
t h i s  s e c t i o n ,  a  p e r s o n  is a q u a l i f i e d  v e t e r a n  f o r  
p u r p o s e s  o f  t h e  s t a t e  g u a r a n t e e d  v e t e r a n s ’ h o m e  
m o r t g a g e  p r o g r a m  i f  t h e  p e r s o n

( 1 )  h a s  r e t i r e d  o r  b e e n  d i s c h a r g e d  o r  r e l e a s e d  
f r o m  t h e  d u t y  d e s c r i b e d  i n  ( a )  o f  t h i s  s e c t i o n  
u n d e r  c o n d i t i o n s  o t h e r  t h a n  d i s h o n o r a b l e ;  o r

( 2 )  h a s  n o t  r e t i r e d  o r  b e e n  d i s c h a r g e d  o r  re ­
l e a s e d  f r o m  t h e  d u t y  d e s c r i b e d  i n  ( a )  o f  t h i s  
s e c t i o n  b u t

( A )  h a s  c o m p l e t e d  h i s  o r  h e r  i n i t i a l  
p e r i o d  o f  d u t y ;  a n d

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

( c )  A  p e r s o n  is  n o t  a  q u a l i f i e d  v e t e r a n  u n d e r
( a ) ( 2 )  o f  t h i s  s e c t i o n  i f  t h e  d u t y  s e r v e d  b y  t h e  
p e r s o n  w a s  a s  a  t e m p o r a r y  m e m b e r  o f  t h e  C o a s t  
G u a r d  R e s e r v e .

( r i )  A  p e r s o n  is  n o t  a  q u a l i f i e d  v e t e r a n  u n d e r
( a ) ( 3 )  o f  t h i s  s e c t i o n  i f  t h e  d u t y  s e r v e d  b y  t h e  
p e r s o n  c o n s i s t e d  o f

( 1 )  w o r k  o r  s t u d y  p e r f o r m e d  i n  c o n n e c t i o n  
w i t h  c o r r e s p o n d e n c e  c o u r s e r

( 2 )  a t t e n d a n c e  a t  a n  e d u c a t i o n a l  i n s t i t u t i o n  
i r  a n  i n a c t i v e  s t a t u s ;  o r

( 3 )  d u t y  p e r f o r m e d  a s  a t e m p o r a r y  m e m b e r  
o f  t h e  C o a s t  G u a r d  R e s e r v e .  ( E f f .  1 / 2 6 / 8 3 ,  R e g .  
8 5 )

A u t h o r i t y :  §  7 ,  C h .  3 5 .  S L A  1 9 8 2  
A S  1 8 . 5 6 . 0 5 0  
A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 0

1 5  A A C  1 1 8 . 5 2 0 .  D U T Y  I N  P U B L I C  H E A L T H  
S E R V I C E ,  ( a )  A  p e r s o n  is  a  q u a l i f i e d  v e t e r a n  f o r  
p u r p o s e s  o f  t h e  s t a t e  g u a r a n t e e d  v e t e r a n s ’  h o m e  
m o r t g a g e  p r o g r a m  i f  t h e  p e r s o n  s a t i s f i e s  t h e  re ­
q u i r e m e n t s  o f  1 5  A A C  1 1 8 . 5 1 0 ( b )  w i t h  r e g a r d  
t o  t h e  d u t y  d e s c r i b e d  i n  t h i s  s e c t i o n  a n d  i f

( 1 )  t h e  p e r s o n  h a s  s e r v e d  o n  f u l l - t i m e  d u t y ,  
o t h e r  t h a n  f o r  t r a i n i n g  p u r p o s e s ,  a s  a  c o m m i s ­
s i o n e d  o f f i c e r  o f  t h e  P u b l i c  H e a l t h  S e r v i c e ,  o r  
o f  t h e  R e s e r v e  C o r p s  o f  t h e  P u b l i c  H e a l t h  
S e r v i c e ,  a f t e r  J u l y  2 8 ,  1 9 4 5 ,  o r ,  i f  t h e  d u t y  
o c c u r r e d  b e f o r e  J u l y  2 9 ,  1 9 4 5 ,  u n d e r  c i r c u m ­
s t a n c e s  a f f o r d i n g  e n t i t l e m e n t  t o  f u l l  m i l i t a r y  
b e n e f i t s ;

( 2 )  t h e  p e r s o n  h a s  s e r v e d  - o n  f u l l - t i m e  d u t y  
f o r  t r a i n i n g  p u r p o s e s  as  a  c o m m i s s i o n e d  o f f i c e r  
o f  t h e  R e s e r v e  C o r p s  o f  t h e  P u b l i c  H e a l t h  
S e i v i c e  a t  t h e  t i m e s  a v i d  u n d e r  t h e  c i r c u m s t a n c e s  
r e q u i r e d  b y  ( 1 )  o f  t h i s  s u b s e c t i o n  a n d  t h e  p e r s o n  
w a s  d i s a b l e d  f r o m  a  d i s e a s e  o r  i n j u r y  i n c u r r e d  o r  
a g g r a v a t e d  i n  t h e  l i n e  o f  t h a t  d u t y ;  o r

( 3 )  s u b j e c t  t o  t h e  l i m i t a t i o n s  i n  1 5  A A C  
1 1 8 . 5 1 0 ( d ) ,  t h e  p e r s o n  w a s  d i s a b l e d  f r o m  a  d i s ­

e a s e  o r  i n j u r y  i n c u r r e d  o r  a g g r a v a t e d  i n  t h e  l i n e  
o f  d u t y  a s  a  c o m m i s s i o n e d  o f f i c e r  o f  t h e  R e s e r v e  
C o r p s  o f  t h e  P u b l i c  H e a l t h  S e r v i c e  u n d e r  t h e  
c i r c u m s t a n c e s  d e s c r i b e d  i n  1 5  A A C  1 1 8 . 5 1 0
( a ) ( 3 ) ( A )  a n d  ( B ) .

( b )  F o r  t h e  p u r p o s e s  o f  ( a )  o f  t h i s  s e c t i o n ,  t h e  
C o r p o r a t i o n  w i l l ,  i n  i t s  d i s c r e t i o n ,  s e e k  t h e  a s s is t ­
a n c e  o f  t h e  V e t e r a n s ’ A d m i n i s t r a t i o n  i n  d e t e r ­
m i n i n g  w h e t h e r  a n  i n d i v i d u a l ’ s s e r v i c e  b e f o r e  
J u l y  2 9 ,  1 9 4 5 ,  i n  t h e  P u b l i c  H e a l t h  S e r v i c e  w a s  
u n d e r  c i r c u m s t a n c e s  a f f o r d i n g  e n t i t l e m e n t  t o
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R e g i s t e r  8 5 ,  A p r i l  1 9 8 3  R E V E N U E  1 5  A A C  1 1 8 . 4 9 2
1 5  A A C  1 1 8 . 5 1 0

o f f )  o n  t h e  r e s i d e n c e  s e c u r i n g  t h e  m o r t g a g e  n o t e  
at  a n y  t i m e  p r i o r  t o  t h e  e x e c u t i o n  o f  t h e  m o r t ­
g a g e .  F o r  p u r p o s e s  o f  t h i s  s e c t i o n ,  t h e  r e p l a c e ­
m e n t  o f

( 1 )  c o n s t r u c t i o n  p e r i o d  l o a n s ;

( 2 )  b r i d g e  l o a n s  o r  s i m i l a r  t e m p o r a r y  i n i t i a l  
f i n a n c i n g ;  a n d

' ( 3 )  i n  t h e  c a s e  o f  a  q u a l i f i e d  r e h a b i l i t a t i o n ,  
a n  e x i s t i n g  m o r t g a g e ,

s h a l l  n o t  b e  t r e a t e d  a s  t h e  a c q u i s i t i o n  o r  r e p l a c e ­
m e n t  o f  a n  e x i s t i n g  m o r t g a g e .  G e n e r a l l y ,  
t e m p o r a r y  i n i t i a l  f i n a n c i n g  is  a n y  f i n a n c i n g  
w h i c h  h a s  a  t e r m  o f  2 4  m o n t h s  o r  l e s s .

( b )  S e c o n d  l i e n  m o r t g a g e  l o a n s  m a y  b e  p u r ­
c h a s e d  u n d e r  1 5  A A C  1 1 8 . 4 9 0  -  1 5  A A C  
1 1 8 . 5 8 0  t o  t h e  e x t e n t  s u c h  l o a n s  a r e  a l l o w a b l e  
u n d e r  a p p l i c a b l e  f e d e r a l  l a w  a n d  c o m p l y  w i t h  
t h e  p r o v i s i o n s  o f  1 5  A A C  1 1 8 . 4 2 0  a n d  1 5  A A C
1 1 8 . 4 2 5 .  ( E f f .  1 / 2 6 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 4 9 4 .  P U R C H A S E  O F  Q U A L I ­
F I E D  V E T E R A N S ’  M O R T G A G E  L O A N S  
F R O M  S E L L E R / S E R V I C E R S .  I n  E d i t i o n  t o  
t h e  t e r m s  a n d  c o n d i t i o n s  f i x e d  b y  1 5  A A C  
1 1 8 . 2 6 0  f o r  t n e  p u r c h a s e  o f  m o r t g a g e  l o a n s  
f r o m  t h e  o r i g i n a t i n g  m o r t g a g e  ' e n d e r  ( “ s e l l e r /  
s e r v i c e r ” ) ,  t h e  s a l e s  a n d  s e r v i c i n g  a g r e e m e n t  
b e t w e e n  s c l l e r / s e r v i c c r  a n d  t h e  C o r p o r a t i o n  a n d  
t h e  s e l l e r / s e r v i c e r  g u i d e  w i l l  p r o v i d e  f o r  r e a s o n ­
a b l e  p e r i o d i c  i n s p e c t i o n  b y ,  a n d  o » h e r  r e a s o n ­
a b l e  p r o c e d u r e s ,  i n c l u d i n g  r e a s o n a b l e  i n v e s t i g a ­
t i o n s  b y ,  t h e  s e l l e r / s e r v i c e r  t o  a s s u r e  t h a t  t h e  
m o r t g a g e  l o a n s  p u r c h a s e d  c o m p l y  w i t h  t h e  
T e m p o r a r y  R e g u l a t i o n s .  T h e  s a l e s  a n d  s e r v i c i n g  
a g r e e m e n t  s h i f '  o i u a i n  c o v e n a n t s  b y  t h e  s e l l e r /  
s e r v i c e r  d e s i g n e d  "* s s u r c  c o m p l i a n c e  w i t h  t h e  
T e m p o r a r y  K e g u / a t  T f f .  1 / 2 6 / 8 3 ,  R e g .  8 5 )  

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 5 0 0 .  V E T E R A N S .  A s  p r o v i d e d  i n  
s e c .  7 ,  c h .  3 5  S L A  1 9 8 2 ,  " q u a l i f y i n g  v e t e r a n , "  
f o r  t h e  p u r p o s e s  o f  t h e  S t a t e  G u a r a n t e e d  
V e t e r a n s ’  H o m e  M o r t g a g e  P r o g r a m ,  h a s  t h e  
r r . c . i n i n g  p r o v i d e d  f o r  t h e  t e r m  " q u a l i f i e d  
v e t e r a n "  u n d e r  t h e  M o r t g a g e  S u b s i d y  B o n d  T a x  
A c t  o f  1 9 8 0  ( 9 4  S t a t .  2 6 6 0  -  2 6 8 0 ) .  T e m p o r a r y

r e g u l a t i o n s  o f  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  ( S e c .  
6 a ,  1 0 3 A - 3 ( c ) .  as  p u b l i s h e d  i n  t h e  F e d e r a l  R e g i s ­
te r ,  V o l .  4 6 ,  n o .  1 2 6 ,  W e d n e s d a y ,  J u l y  1 ,  1 9 8 1 ,  
p a g e  3 4 3 2 4 )  h a v e  i m p l e m e n t e d  t h e  M o r t g a g e  
S u b s i d y  B o n d  T a x  a c t  b y  d e f i n i n g  " v e t e r a n ”  
t o  h a v e  t h e  m e a n i n g  p r o v i d e d  i n  3 8  U . S . C .  
1 0 1 ( 2 ) .  T h e r e  is  n o  d e f i n i t i o n  o f  “ q u a l i f i e d  

v e t e r a n "  u n d e r  t h e  M o r t g a g e  S u b s i d y  B o n d  T a x  
A c t  o r  t h e  r e g u l a t i o n s  a d o p t e d  u n d e r  t h a t  A c t .  
T h e  C o r p o r a t i o n  w i l l  a c c e p t  a s  a  “ q u a l i f i e d  
v e t e r a n "  a p e r s o n  w h o  m e e t s  t h e  d e f i n i t i o n  o f  
“ v e t e r a n "  as  e s t a b l i s h e d  i n  t h e  t e m p o r a r y  r e g u l a ­
t i o n  o f  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  d e s c r i b e d  
a b o v e .  T h e  p r o v i s i o n s  o f  1 5  A A C  1 1 8 . 5 0 0  -  1 5  
A A C  1 1 8 . 5 8 0  a r e  i n t e n d e d  t o  i n t e r p r e t  a n d  
c l a r i f y  t h e  t e m p o r a r y  r e g u l a t i o n .  H o w e v e r ,  s e c .  
7 ,  c h .  3 5 ,  S L A  1 9 8 2 ,  i n c o r p o r a t e s  b y  r e f e r e n c e  
f u t u r e  a m e n d m e n t s  t o  t h e  d e f i n i t i o n  o f  “ q u a l i ­
f i e d  v e t e r a n ”  u n d e r  t h e  M o r t g a g e  S u b s i d y  B o n d  
T a x  A c t .  T h e r e f o r e ,  t o  t h e  e x t e n t  t h a t  t h e  
t e m p o r a r y  r e g u l a t i o n  o f  t h e  I n t e r n a l  R e v e n u e  
S e r v i c e  r e f e r r e d  t o  a b o v e  is  a m e n d e d  o r  r e p l a c e d  
b y  a n o t h e r  r e g u l a t i o n ,  t h e  p r o v i s i o n s  o f  t h e  l a t e r  
a m e n d m e n t  o r  r e p l a c e m e n t  p r e v a i l  o v e r  c o n t r a r y  
p r o v i s i o n s  i n  1 5  A A C  1 1 8 . 5 1 0  -  1 5  A A C  
1 1 8 . 5 8 0 .  ( E f f .  1 / 2 6 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  §  7 ,  C h .  3 5 ,  S L A  1 9 8 2  
A S  1 8 . 5 6 . 0 5 0  
A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 0

1 5  A A C  1 1 8 . 5 1 0 .  D U T Y  I N  A R M E D  
F O R C E S ,  ( a )  A  p e r s o n  is  a  q u a l i f i e d  v e t e r a n  f o r  
p u r p o s e s  o f  t h e  s t a t e  g u a r a n t e e d  v e t e r a n s ’ h o m e  
m o r t g a g e  p r o g r a m  i f  t h e  p e r s o n  s a t i s f i e s  t h e  re­
q u i r e m e n t s  o f  ( b )  o f  t h i s  s e c t i o n  a n d  i f

( 1 )  t h e  p e r s o n  h a s  s e r v e d  o n  f u l l - t i m e  d u t y ,  
o t h e r  t h a n  f o r  t r a i n i n g ,  i n  t h e  U n i t e d  S t a t e s  
A r m y ,  N a v y ,  M a r i n e  C o r p s ,  A i r  F o r c e ,  o r  C o a s t  
G u a r d  o r  i n  a r e s e r v e  c o m p o n e n t  o f  t h e  U n i t e d  
S t a t e s  A r m y ,  N a v y ,  M a r r . e  C o r p s ,  A i r  F o r c e ,  o r  
C o a s t  G u a r d ;

( 2 )  s u b j e c t  t o  ( c )  o f  t h i s  s e c t i o n ,  t h e  p e r s o n  
h a s  s e r v e d  o n  f u l l - t i m e  d u t y  f o r  t r a i n i n g  
p u r p o s e s  i n  a r e s e r v e  c o m p o n e n t  o f  t h e  U n i t e d  
S t a t e s  A r m y ,  N a v y ,  M a r i n e  C o r p s ,  A i r  F o r c e ,  o r  
C o a s t  G u a r d  a n d  w a s  d i s a b l e d  f r o m  a  d i s e a s e  o r  
i n j u r y  i n c u r r e d  o r  a g g r a v a t e d  i n  t h e  l i n e  o f  ' h a t  
J u t y ; o r

( 3 )  s u b j e c t  t o  ( d )  o f  t h i s  s e c t i o n ,  t h e  p e r s o n  
w a s  d i s a b l e d  f r o m  a d i s e a s e  o r  i n j u r y  i n c u r r e d  o r
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r e h a b i l i t a t i o n  o f  t h e  r e s i d e n c e  w i t h  t h e  a c q u i s i ­
t i o n  c o s t  o f , - t h e  r e s i d e n c e  t o  t h e  m o r t g a g o r .  T h e  
t o t a l  e x p e n d i t u r e s  m a d e  b y  t h e  s e l l e r  f o r  r e ­
h a b i l i t a t i o n  d o  n o t  i n c l u d e  t h e  c o s t  o f  a c q u i r i n g  
t h e  b u i l d i n g  o r  l a n d  b u t  d o  i n c l u d e  a l l  a m o u n t s  
d i r e c t l y  e x p e n d e d  b y  t h e  s e l l e r  i n  r e h a b i l i t a t i n g  
t h e  b u i l d i n g  ( e x c l u d i n g  o v e r h e a d  a n d  o t h e r  
i n d i r e c t  c h a r g e s ) .  ( E f f .  9 / 1 / / 8 1 ,  R e g .  8 0 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A ?  i  8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 4 3 0 .  Q U A L I F I E D  M O R T G A G E  
L O A N S ,  ( a )  F i r s t  i i e n  m o r t g a g e  l o a n s  m a y  b e  
p u r c h a s e d  u n d e r  1 5  A A C  1 1 8 . 4 0 0  -  1 5  A A C
1 1 8 . 4 5 0  o n l y  i f  m a d e  t o  p e r s o n s  w h o  d i d  n o t  
h a v e  a  m o r t g a g e  ( w h e t h e r  o r  n o t  p a i d  o f f )  o n  
t h e  r e s i d e n c e  s e c u r i n g  t h e  m o r t g a g e  n o t e  a t  a n y  
t i m e  p r i o r  t o  th< e x e c u t i o n  o f  t h e  m o r t g a g e .  F o r  
p u r p o s e s  o f  t h i s  s e c t i o n ,  t h e  r e p l a c e m e n t  o f

( 1 )  c o n s t r u c t i o n  p e r i o d  l o a n s ;

( 2 )  b r i d g e  l o a n s  o r  s i m i l a r  t e m p o r a r y  i n i t i a l  
f i n a n c i n g ;  a n d

( 3 )  i n  t h e  c a s e  o f  a  q u a l i f i e d  r e h a b i l i t a t i o n ,  
a n  e x i s t i n g  m o r t g a g e ,

s h a l l  n o t  b e  t r e a t e d  a s  t h e  a c q u i s i t i o n  o r  r e p l a c e ­
m e n t  o f  a n  e x i s t i n g  m o r t g a g e .  G e m  r a l l y ,  
t e m p o r a r y  i n i t i a l  f i n a n c i n g  i s  a n y  f i n a n c i n g  
w h i c h  h a s  a  t e r m  o f  Z A m o n t h s  o r  l e s s .

( b )  S e c o n d  l i e n  m o r t g a g e  l o a n s  m a y  b e  p u r ­
c h a s e d  u n d e r  1 5  A A C  1 1 8 . 4 0 0  -  1 5  A A C
1 1 8 . 4 5 0  t o  t h e  e x t e n t  s u c h  l o a n s  a r c  a l l o w a b l e  
u n d e r  a p p l i c a b l e  F e d e r a l  l a w  a n d  c o m p l y  w i t h  
t h e  p r o v i s i o n s  o f  1 5  A A C  1 1 8 . 4 2 0  a n d  1 5  A A C
1 1 8 . 4 2 5 .  ( E f f .  9 / 1 7 / 8 1 ,  R e g .  8 0 ;  a m  2 / 1 7 / 8 2 ,  
R e g .  8 2 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 4 4 0 .  L O A N  T E R M S .  R e p e a l e d  
2 / 1 7 / 8 2 .

1 5  A A C  1 1 8 . 4 5 0 .  P U R C H A S E  O F  Q U A L I ­
F I E D  M O R T G A G E  L O A N S  F R O M  S E L L E R /  
S E R V I C E R S .  I n  a d d i t i o n  t o  t h e  t e r m s  a n d  
c o n d i t i o n s  f i x e d  b y  1 5  A A C  1 1 8 . 2 6 0  f o r  t h e  
p u r c h a s e  o f  m o r t g a g e  l o a n s  f r o m  t h e  o r i g i n a t i n g  
m o r t g a g e  l e n d e r  ( “ s e l l e r / s e r v i c e r ” ) ,  t h e  s a l e s  a n d  
s e r v i c i n g  a g r e e m e n t  b e t w e e n  s e l l e r / s e r v i c e r  a n d  
t h e  C o r p o r a t i o n  a n d  t h e  s e l l e r / s e r v i c e r  g u i d e  w i l l

p r o v i d e  f o r  r e a s o n a b l e  p e r i o d i c  i n s p e c t i o n  b y ,  
a n d  o t h e r  r e a s o n a b l e  p r o c e d u r e s ,  i n c l u d i n g  
r e a s o n a b l e  i n v e s t i g a t i o n s  b y  t h e  s e l l e r / s e r v i c e r  t o  
a s s u r e  t h a t  t h e  m o r t g a g e  l o a n s  p u r c h a s e d  c o m ­
p l y  w i t h  t h e  r e q u i r e m e n t s  o f  t h e  T e m p o r a r y  
R e g u l a t i o n s .  T h e  s a l e s  a n d  s e r v i c i n g  a g r e e m e n t  
s h a l l  c o n t a i n  c o v e n a n t s  1 /  t h e  s e i l e r / s e r v i c e r  
d e s i g n e d  t o  a s s u r e  c o m p l i a n c e  w i t h  t h e  
T e m p c  - a i y  R e g u l a t i o n s .  ( E f f .  9 / 1 7 / 8 1 ,  R e g .  8 0 ;  
a m  2 / 1 7 / 8 2 ,  R e g .  8 2 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 4 9 0 .  Q U A L I F I E D  V E T E R A N S ’ 
M O R T G A G E  B O N D  P R O G R A M  ( S P E C I A L  
M O R T G A G E  L O A N  P U R C H A S E  P R O G R A M ) ,
( a )  1 5  A A C  1 1 8 . 4 9 0  -  1 5  A A C  1 1 8 . 5 8 0  a r e  
a d o p t e d  t o  p e r m i t  t h e  C o r p o r a t i o n  t o  i s s u e  
q u a l i f i e d  m o r t g a g e  b o n d s  as  d e s c r i b e d  u n d e r  
S e c t i o n  1 0 3 A ( c ) ( 3 )  o f  t h e  I n t e r n a l  R e v e n u e  
C o d e  a n d  t h e  T e m p o r a r y  R e g u l a t i o n s  p u b l i s h e d  
i n  t h e  F e d e r a l  R e g i s t e r  w i t h  r e s p e c t  t h e r e t o  
( h e r e i n  c a l l e d  t h e  “ T e m p o r a r y  R e g u l a t i o n s ” ) 
a n d  t o  d e f i n e  a n d  d e s c r i b e  m o r t g a g e s  e l i g i b l e  t o  
b e  f i n a n c e d  w i t h  t h e  p r o c e e d s  o f  q u a l i f i e d  
v e t e r a n s ’ m o r t g a g e  b o n d s  a s  p a r t  o f  t h e  s p e c i a l  
m o r t g a g e  l o a n  p u r c h a s e  p r o g r a m  o f  t h e  C o r p o r a ­
t i o n  ( h e r e i n  c a l l e d  t h e  " p r o g r a m ” ) .  T h e s e  
s e c t i o n s  a r e  i n t e n d e d  t o  e s t a b l i s h  p r o c e d u r e s  t o  
e n s u r e  c o m p l i a n c e  w i t h  t h e  m o r t g a g e  e l i g i b i l i t y  
p r o v i s i o n s  r e f e r r e d  t o  i n  t h e  T e m p o r a r y  R e g u l a ­
t i o n s .

( b )  t\ p e r s o n  is e l i g i b l e  u n d e r  t h e  p r o g r a m  f o r  
a r e s i d e n t i a l  m o r t g a g e  l o a n  w h i c h  is  e l i g i b l e  f o r  
p u r c h a s e  b y  t h e  C o r p o r a t i o n  u n d e r  t h e  a c t  i f

( 1 )  t h e  p e r s o n  is  a q u a l i f i .  ' v e t e r a n  a s  
d e s c r i b e d  i n  1 5  A A C  1 1 8 . 5 0 ' .  -  1 5  A A C  
I 1 8 . 5 8 0 ;

( 2 )  t h e  r e s i d e n t i a l  m o r t g a g e  l o a n  w i l l  f i n a n c e  
a  s i n g l e - f a m i l y ,  o w n e r - o c c u p i e d  r e s i d e n c e  a s  t h e  
t e r m  " s i n g l e - f a m i l y ,  o w n e r - o c c u p i e d  r e s i d e n c e "  
is u s e d  a n d  d e s c r i b e d  i n  1 5  A A C  1 1 8 . 4 0 5 .  ( E f f .  
1 / 2 6 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  / V A C  1 1 8 . 4 9 2 .  Q U A L I F I E D  V E T E R A N S ’ 
M O R T G A G E  L O A N S ,  ( a )  F i r s t  l i e n  m o r t g a g e  
l o a n s  m a y  b e  p u r c h a s e d  u n d e r  1 5  A A C  1 1 8 . 4 9 0  
-  1 5  A A C  1 1 8 . 5 8 0  o n l y  i f  m a d e  t o  p e r s o n s  w h o  
d i d  n o t  h a v e  a m o r t g a g e  ( w h e t h e r  o r  n o t  p a i d
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p r e v i o u s l y  h a v e  b e e n  p r o v i d e d ,  w h e t h e r  o r  n o t  
b y  t h e  s a m e  l e n d e r  p r o v i d e d  t h a t

( A )  t h e  p r i o r  l o a n  o r  l o a n s  h a v e  b e e n  
r e p a i d ;  a n d

( B )  i f  a n y  p e r s o n  w h o  h a d  a  p r e s e n t  
o w n e r s h i p  i n t e r e s t  i n  s u c h  r e s i d e n c e  a t  t h e  
t i m e  t h e  p r e v i o u s  q u a l i f i e d  h o m e  i m p r o v e ­
m e n t  l o a n  o r  l o a n s  w e r e  m a d e  h a s  a  p r e s e n t  
o w n e r s h i p  i n t e r e s t  i n  t h e  r e s i d e n c e  a t  t h e  t i m e  
t h e  s u b s e q u e n t  q u a l i f i e d  h o m e  i m p r o v e m e n t  
l o a n  is  m a d e ,  t h e n  t h e  a l l o w a b l e  a m o u n t  o f  
t h e  s u b s e q u e n t  q u a l i f i e d  h o m e  i m p r o v e m e n t  
l o a n  s h a l l  b e  r e d u c e d  b y  t h e  a m o u n t , ,  a t  
o r i g i n a t i o n ,  o f  a n y  p r e v i o u s  q u a l i f i e d  h o m e  
i m p r o v e m e n t  l o a n ,  s o  t h a t  t h e  s u m  o f  s u c h  
l o a n s  d o e s  n o t  e x c e e d  S I  5 , 0 0 0 .  ( E f f .  9 / 1 7 / 8 1 ,  
R e g .  8 0 ;  a m  2 / 1 7 / 8 2 ,  R e g .  8 2 )

A u t h o r i t y :  a s  1 8 . 5 6 . 0 8 8  
1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 S . 4 2 5 .  Q U A L I F I E D  R E H A B I L I T A ­
T I O N  L O A N .  / .  p e r s o n  is  e l i g i b l e  u n d e r  t h e  p r e -  
g r a m  f o r  a  q u a k. ' f i e d  r e h a b i l i t a t i o n  l o a n  a s  p ro -  
v i d e d  i n  t h i s  s e c t i o n

( 1 )  T h e  t e r m  " q u a l i f i e d  r e h a b i l i t a t i o n  l o a n "  
m e a n s  a n y  o w n e r  f i n a n c i n g  p r o v i d e d  i n  c o n ­
n e c t i o n  w i t h

( A )  A  q u a l i f i e d  r e h a b i l i t a t i o n ;  o r

( B )  T h e  a c q u i s i t i o n  o f  a  r e s i d e n c e  w i t h  
r e s p e c t  t o  w h i c h  t h e r e  h a s  b e e n  a  q u a l i f i e d  
r e h a b i l i t a t i o n ;

b u t  o n l y  i f  t h e  m o r t g a g o r  t o  w h o m  s u c h  
f i n a n c i n g  is  p r o v i d e d  is  t h e  f ir st  r e s i d e n t  o f  t h e  
r e s i d e n c e  a f t e r  c o m p l e t i o n  o f  t h e  r e h a b i l i t a t i o n .  
W h e r e  t h e r e  a r c  t w o  o r  m o r e  m o r t g a g o r s  o f  a  
r e h a b i l i t a t i o n  l o a n ,  t h e  f ir s t  r e s i d e n c y  r e q u i r e ­
m e n t  is  m e t  i f  a n y  o f  t h e  m o r t g a g o r s  m e e t s  t h e  
f ir s t  r e s i d e n c y  r e q u i r e m e n t .

( 2 )  T h e  t e r m  " q u a l i f i e d  r e h a b i l i t a t i o n "  
m e a n s  a n y  r e h a b i l i t a t i o n  o f  a  r e s i d e n c e  i f

( A )  t h e r e  is a  p e r i o d  o f  a t  l e a s t  2 0  y e a r s  
b e t w e e n  t h e  d a t e  o n  w h i c h  t h e  b u i l d i n g  w a s  
f ir st  u s e d  a n d  t h e  d a t e  o n  w h i c h  p h y s i c a l  
w o r k  o n  s u c h  r e h a b i l i t a t i o n  b e g i n s ;

( B )  7 5  p e r c e n t  o r  m o r e  o f  t h e  e x i s t i n g  
e x t e r n a l  w a l l s  o f  s u c h  b u i l d i n g  a r e  r e t a i n e d  i n  
p l a c e  a s  e x t e r n a l  w a i l s  i n  t h e  r e h a b i l i t a t i o n  
p r o c e s s ;  a n d

( C )  t h e  e x p e n d i t u r e s  f o r  s u c h  r e h a b i l i t a ­
t i o n  a r e  2 5  p e r c e n t  o r  m o r e . o f  t h e  m o r t g a g o r ’s 
a d j u s t e d  b a s i s  i n  t h e  r e s i d e n c e  ( i n c l u d i n g  t h e  
l a n d  o n  w h i c h  t h e  r e s i d e n c e  is  l o c a t e d ) .

( 3 )  F o r  p u r p o s e s  o f  ( I ) ( A )  a n d  ( B ) ,  t h e  r u l e s  
a p p l i c a b l e  t o  t h e  i n v e s t m e n t  t a x  c r e d i t  f o r  q u a l i ­
f i e d  r e h a b i l i t a t e d  b u i l d i n g s  u n d e r  s e c t i o n  
4 8 ( g ) (  1 ) ( A ) ( i i i )  a n d  ( B )  o f  t h e  I n t e r n a !  R e v e n u e  
C o d e  s h a l l  a p p l y .  H o w e v e r ,  u n l i k e  s e c t i o n  
4 8 ( g ) ( 1 ) ( B ) ,  o n c e  a  b u i l d i n g  m e e t s  t h e  2 0 - y e a r  
t e s t ,  m o r e  t h a n  o n e  r e h a b i i i t a t i o n  o f  t h a t  
b u i l d i n g  w i t h i n  a  2 0 - y e a r  p e r i o d  m a y  q u a l i f y  
a s  a  q u a l i f i e d  r e h a b i l i t a t i o n .

( 4 )  T h e  a d j u s t e d  b a s i s  t o  the? m o r t g a g o r  is  
t h e  m o r t g a g o r ’ s  a d j u s t e d  b a s i s  f o r  p u r p o s e s  
o f  d e t e r m i n i n g  g a i n  o r  l o s s  o n  t h e  s a l e  o r  e x ­
c h a n g e  o f  a  c a p i t a l  a s s e t  ( a s  d e f i n e d  i n  s e c t i o n  
1 2 2 1  o f  t h e  I n t e r n a l  R e v e n u e  C o d e ) .  T h e  
m o r t g a g o r ’ s a d j u s t e d  b a s i s  s h a l l  b e  d e t e r m i n e d  
as o f  t h e  d a t e  o f  c o m p l e t i o n  o f  t h e  r e h a b i l i t a ­
t i o n ,  o r ,  i f  l a t e r ,  t h e  d a t e  t h e  m o r t g a g o r  a c q u i r e s  
t h e  r e s i d e n c e ,  i . e . ,  t h e  d a t e  o n  w h i c h  t h e  
m o r t g a g o r  i n c l u d e s  i n  b a s i s  a n y  a m o u n t s  e x ­
p e n d e d  f o r  r e h a b i l i t a t i o n  t h a t  a r c  e x p e n d e d  f o r  
c a p i t a l  a s s e t s .

( 5 )  T h e  a m o u n t s  e x p e n d e d  b y  t h e  m o r t g a g o r  
f o r  r e h a b i l i t a t i o n  i n c l u d e  a l l  a m o u n t s  e x p e n d e d  
f o r  r e h a b i l i t a t i o n  r e g a r d l e s s  o f  w h e t h e r  t h e  
a m o u n t s  e x p e n d e d  .v e r e  f i n a n c e d  f r o m  t h e  
p r o c e e d s  o f  t h e  l o a n  o r  f r o m  o t h e r  s o u r c e s ,  a n d  
r e g a r d l e s s  o f  w h e t h e r  t h e  e x p e n d i t u r e  is  c a p i t a l  
e x p e n d i t u r e ,  s o  l o n g  a s  t h e  e x p e n d i t u r e  is  m a d e  
d u r i n g  t h e  r e h a b i l i t a t i o n  o f  t h e  r e s i d e n c e  a n d  is 
r e a s o n a b l y  r e l a t e d  t o  t h e  r e h a b i l i t a t i o n  o f  t h e  
r e s i d e n c e .  T h e  v a l u e  o f  s e r v i c e s  p e r f o r m e d  b y  
t h e  m o r t g a g o r  o r  m e m b e r s  o f  t h e  m o r t g a g o r ’ s 
f a m i l y  ( a s  u s e d  i n  1 5  A A C  1 1 8 . 4 1 5 )  i n  r e h a b i l i ­
t a t i n g  t h e  r e s i d e n c e  w i l l  n o t  b e  i n c l u d e d  i n  
d e t e r m i n i n g  t h e  r e h a b i l i t a t i o n  e x p e n d i t u r e s  f o r  
p u r p o s e s  o f  t h e  2 5 - p e r c e n t  t e s t .

( 6 )  W h e r e  a  m o r t g a g o r  p u r c h a s e s  a  r e s i d e n c e  
t h a t  h a s  b e e n  s u b s t a n t i a l l y  r e h a b i l i t a t e d ,  t h e  
2 5 - p e r c e n t  te st  is  d e t e r m i n e d  b y  c o m p a r i n g  
t o t a l  e x p e n d i t u r e s  m a d e  b y  t h e  s e l l e r  f o r  t h e
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t h e  m o r t g a g o r  f o r  a t  l e a s t  t w o  y e a r s  p r i o r  t o  t h e  
d a t e  o n  w h i c h  c o n s t r u c t i o n  o f  t h e  r e s i d e n c e  
b e g i n s .

( c )  T h e  t e r m  “ s p e c i f i e d  p e r c e n t ”  as  u s e d  i n  
t h i s  s e c t i o n  is  t h e  p e r c e n t a g e  f i x e d  b y  S e c t i o n  
1 0 3  A  o f  t h e  I n t e r n a l  R e v e n u e  C o d e ,  a s  a m e n d e d ,  
a n d  a p p l i e d  t o  t h e  a v e r a g e  a r e a  p u r c h a s e  p r i c e  
c a l c u l a t i o n s  a s  a  r e q u i r e m e n t  f o r  t h e  u s e  o f  p r o ­
c e e d s  o f  q u a l i f i e d  m o r t g a g e  b o n d s ,  a n d  t h a t  
p e r c e n t a g e  is  9 0  p e r c e n t  f o r  q u a l i f i e d  m o r t g a g e  
b o n d s  i s s u e d  p r i o r  t o  S e p t e m b e r  3 ,  1 9 8 2  a n d  
1 1 0  p e r c e n t  f o r  q u a l i f i e d  m o r t g a g e  b o n d s  
i s s u e d  t h e r e a f t e r .  ( E f f .  9 / 1 7 / 8 2 ,  R e g .  8 0 ;  a m  
1 0 / 2 7 / 8 2 ,  R e g .  8 4 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 4 1 7 .  A L L O C A T I O N  O F  P R O ­
C E E D S  A F T E R  S E P T E M B E R  3 ,  1 9 8 2 .  ( u  P r o ­
c e e d s  a v a i l a b l e  t o  m o r t g a g o r s  w h o  d o  n o t  m e e t  
t h e  q u a l i f i c a t i o n s  d e s c r i b e d  i n  1 5  A A C  1 8 . 4 1 0
( a )  w i l l  b e  a l l o c a t e d  a s  f o l l o w s  a n d  i n  t h e  f o l l o w ­
i n g  s e q u e n c e  d e p e n d i n g  u p o n  a v a i l a b i l i t y  o f  
p r o c e e d s :

( 1 )  t o  m o r t g a g o r  e l i g i b l e  f o r  r e c e i p t  o f  f a n d s  
u n d e r  t h e  C o r p o r a t i o n ’ s h o m e  o w n e r s h i p  a s s is t ­
a n c e  p r o g r a m  r s u c h  o t h e r  p r o g r a m s  as  t h e  
C o r p o r a t i o n  m a y  f r o m  t i m e  t o  t i m e  e s t a b l i s h  f o r  
h a n d i c a p p e d  p e i s o n s  a n d  w h i c h  p r o g r a m s  a r c  
d e s i g n a t e d  a s  e l i g i b l e  h e r e u n d e r  b y  t h e  e x e c u t i v e  
d i r e c t o r ;

( 2 )  i f  t h e  e x e c u t i v e  d i r e c t o r  d e t e r m i n e s  t h a t  
m o r t g a g o r s  u n d e r  t h e  h o m e  o w n e r s h i p  a s s is t ­
a n c e  p r o g r a m  o r  o t h e r  p r o g r a m s  d e s c r i b e d  i n
( 1 )  o f  t h i s  s u b s e c t i o n  a r e  n o t  u t i l i z i n g  p r o c e e d s  
i n  a  t i m e l y  f a s h i o n ,  t o  m o r t g a g o r s  w i t h  a  l o w e r  
o r  m o d e r a t e  i n c o m e  n o t  o t h e r w i s e  e l i g i b l e  u n d e r  
t h e  q u a l i f i e d  m o r t g a g e  l o a n  p r o g r a m ,  t h e  h o m e  
o w n e r s h i p  a s s i s t a n c e  p r o g r a m ,  o r  t h e  o t h e r  
p r o g r a m s  d e s c r i b e d  i n  ( 1 )  o f  t h i s  s u b s e c t i o n ;

( 3 )  i f  t h e  e x e c u t i v e  d i r e c t o r  d e t e r m i n e s  t h a t  
p r o c e e d s  a r e  n o t  b e i n g  u t i l i z e d  i n  a  t i m e l y  
f a s h i o n  f o r  m o r t g a g o r s  e l i g i b l e  u n d e r  ( 1 )  a n d  ( 2 )  
o f  t h i s  s u b s e c t i o n ,  t o  a n y  o t h e r  m o r t g a g o r .

( b )  M o r t g a g o r s  w h o  a r e  e l i g i b l e  f o r  f u n d s  
u n d e r  t h e  h o m e  o w n e r s h i p  a s s i s t a n c e  p r o g r a m  
a n d  w h o  w o u l d  m e e t  t h e  q u a l i f i c a t i o n s  f o r  t h e  
q u a l i f i e d  m o r t g a g e  b o n d  p r o g r a m  d e s c r i b e d  i n  
1 5  A A C  1 1 8 . 4 1 0 ( a )  m u s t  a p p l y  f o r  f i n a n c i n g

u n d e r  q u a l i f i e d  m o r t g a g e  b o n d  p r o g r a m  p r o c e ­
d u r e s  p r e s c r i b e d  b y  t h e  C o r p o r a t i o n  a n d  m a y  
n o t  a p p l y  t h r o u g h  t h e  h o m e  o v . m e r s h i p  a s s is t ­
a n c e  p r o g r a m  f o r  p r o c e e d s  m a d e  a v a i l a b l e  u n d e r
( a ) (  1 )  o f  t h i s  s e c t i o n .

( c )  S u b j e c t  t o  t h e  p r i o r i t i e s  s e t  f o r t h  i n  ( a )  o f  
t h i s  s e c t i o n ,  t h e  e x e c u t i v e  d i r e c t o r  m a y  p r e ­
s c r i b e  r u l e s  f o r  t h e  a v a i l a b i l i t y  a n d  a l l o c a t i o n  
o f  p r o c e e d s  a v a i l a b l e  f o r  m o r t g a g o r s  w h o  
b e c o m e  e l i g i b l e  f o r  f i n a n c i n g  u n d e r  t h e  q u a l i f i e d  
m o r t g a g e  b o n d  p r o g r a m  b y  o p e r a t i o n  o f  1 5  
A A C  1 1 8 . 4 1 0 ( d )  a n d  t h i s  s e c t i o n .

( d )  T h e  e x e c u t i v e  d i r e c t o r  m a y  p r e s c r i b e  r u l e s  
f o r  t h e  a l l o c a t i o n  o f  p r o c e e d s  f r o m  q u a l i f i e d  
m o r t g a g e  b o n d s  s u b j e c t  t o  d i f f e r e n t  c o m p u t a ­
t i o n s  f o r  t h e  “ s p e c i f i e d  p e r c e n t ”  o f  t h e  a v e r a g e  
a r e a  p u r c h a s e  p r i c e  as  s e t  f o r t h  i n  1 5  A A C  
1 1 8 . 4 1 5 ( c ) .  ( E f f .  1 0 / 2 7 / 8 2 ,  R e g .  8 4 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 4 2 0 .  Q U A L I F I E D  H O M E  I M ­
P R O V E M E N T  L O A N S .  A  p e r s o n  is  e l i g i b l e  
u n d e r  t h e  p r o g r a m  f o r  a  q u a l i f i e d  h o m e  
i m p r o v e m e n t  l o a n  a s  p r o v i d e d  i n  t h i s  s e c t i o n .

( 1 )  T h e  t e r m  “ q u a l i f i e d  h o m e  i m p r o v e m e n t  
l o a n "  m e a n s  a  m o r t g a g e  l o a n ,  i n  a n  a m o u n t  
w h i c h  d o e s  n o t  e x c e e d  5 1 5 , 0 0 0  w i t h  r e s p e c t  t o  
a n y  r e s i d e n c e ,  w h i c h  f i n a n c e s  a l t e r a t i o n s ,  re ­
p a i r s ,  a n d  i m p r o v e m e n t s  o n ,  o r  i n  c o n n e c t i o n  
w i t h ,  a n  e x i s t i n g  s i n g l e - f a m i l y ,  o w n e r - o c c u p i e d  
r e s i d e n c e  b y  t h e  o w n e r  t h e r e o f ,  b u t  o n l y  i f  s u c h  
i t e m s  s u b s t a n t i a l l y  p r o t e c t  o r  i m p r o v e  t h e  b a s i c  
l i v a b i l i t y  o r  e n e r g y  e f f i c i e n c y  o f  t h e  r e s i d e n c e .

( 2 )  A l t e r a t i o n s ,  r e p a i r s ,  o r  i m p r o v e m e n t s  t h a t  
s a t i s f y  t h e  r e q u i r e m e n t  o f  s u b d i v i s i o n  ( 1 )  i n ­
c l u d e  t h e  r e n o v a t i o n  o f  p l u m b i n g  o r  e l e c t r i c  
s y s t e m s ,  t h e  i n s t a l l a t i o n  o f  i m p r o v e d  h e a t i n g  o r  
a i r  c o n d i t i o n i n g  s y s t e m s ,  t h e  a d d i t i o n  o f  l i v i n g  
s p a c e ,  o r  t h e  r e n o v a t i o n  o f  a  k i t c h e n  a r e a .  I t e m s  
t h a t  w i l l  n o t  b e  c o n s i d e r e d  t o  s u b s t a n t i a l l y  
p r o t e c t  o r  i m p r o v e  t h e  b a s i c  l i v a b i l i t y  o f  t h e  
r e s i d e n c e  i n c l u d e  s w i m m i n g  p o o l s ,  t e n n i s  c o u r t s ,  
s a u n a s ,  o r  o t h e r  r e c r e a t i o n a l  o r  e n t e r t a i n m e n t  
f a c i l i t i e s .

( 3 )  A  q u a l i f i e d  h o m e  i m p r o v e m e n t  l o a n  m a y  
b e  m a d e  t o  a  b o r r o w e r  f o r  a  r e s i d e n c e  f o r  w h i c h  
o n e  o r  m o r e  q u a l i f i e d  h o m e  i m p r o v e m e n t  l o a n s
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( 3 )  p u r s u a n t  t o  t h e  p r o v i s i o n s  o*‘ ' 5  A A C  
1 1 8 . 4 1 7 .  ( E f f .  9 / 1 7 / S 2 ,  R e g .  8 0 :  a m  1 0 / 2 7 / 8 2 ,  
R e g .  8 4 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1  I S . 4 1 5 .  P U R C H A S E  P R I C E  R E ­
Q U I R E M E N T S .  ( a )  T h e  a c q u i s i t i o n  c o s t ,  as 
h e r e i n  d e f i n e d ,  o f  e a c h  s i n g l e - f a m i l y  r e s i d e n c e  
m a y  n o t  e x c e e d  t h e  “ s p . c i f i e d  p e r c e n t ”  o f  t h e  
a v e r a g e  a r e a  p u r c h a s e  p r i c e  o f  t h e  s t a t i s t i c a l  a r e a  
i n  w h i c h  o n e  r e s i d e n c e  b e i n g  f i n a n c e d  is  l o c a t e d  
a s  d e t e r m i n e d  b y  t h e  e x e c u t i v e  d i r e c t o r  i n  
a c c o r d a n c e  w i t h  t h e  T e m p o r a r y  R e g u l a t i o n s .  
T h e  e x e c u t i v e  d i r e c t o r  s h a l l  d e t e r m i n e  t h e  
a v e r a g e  a r e a  p u r c h a s e  p r i c e  s e p a r a t e l y  w i t h  
r e s p e c t  t o  ( 1 )  r e s i d e n c e s  w h i c h  h a v e  n o t  b e e n  
p r e v i o u s l y  o c c u p i e d ,  ( 2 )  r e s i d e n c e s  w h i c h  h a v e  
b e e n  p r e v i o u s l y  o c c u p i e d ,  ( 3 )  o n e - f a m i l y  r e s i ­
d e n c e s ,  a n d  ( 4 )  t w o - f a m i l y  r e s i d e n c e s .  T h e  
e x e c u t i v e  d i r e c t o r  m a y  a d o p t  t h e  a v e r a g e  a r e a  
p u r r h a s e - p r i c e  l i m i t a t i o n s  p u b l i s h e d  b y  t h e  
T r e a s u r y  D e p a r t m e n t  f o r  t h e  s t a t i s t i c a l  a r e a  i n  
w h i c h  a  r e s i d e n c e  is  l o c a t e d  w h i c h  a r e  r e f e r r e d  
t o  i n  t h e  T e m p o r a r y  R e g u l a t i o n s  as  t h e  “ S a f e  
H a r b o r  R e g u l a t i o n s . ”  T h e  t e r m  “ a c q u i s i t i o n  
c o s t "  m e a n s  t h e  c o s t  o f  a c q u i r i n g  a  r e s i d e n c e  
f r o m  t h e  s e l l e r  a s  a  c o m p l e t e d  r e s i d e n t i a l  u n i t .  
T h e  d e t e r m i n a t i o n  w h e t h e r  a  p a r t i c u l a r  r e s i ­
d e n c e  m e e t s  t h e  p u r c h a s e - p r i c e  r e q u i r e m e n t s  
s h a l l  b e  m a d e  a s  o f  t h e  d a t e  o n  w h i c h  t h e  
c o m m i t m e n t  t o  p r o v i d e  t h e  f i n a n c i n g  is  m a d e ,  
o r  i f  e a r l i e r ,  t h e  d a t e  o f  p u r c h a s e  o f  t h e  r e s i ­
d e n c e .  T h e  t e r m  “ a c q u i s i t i o n  c o s t "  i n c l u d e s  t h e  
f o l l o v . ' n g :

( A )  a l l  a m o u n t s  p a i d ,  e i t h e r  i n  c a s h  o r  i n  
a n y  k i n d ,  b y  t h e  p u r c h a s e r  ( o r  r e l a t e d  p a r t y  
o r  f o r  t h e  b e n e f i t  o f  t h e  p u r c h a s e r )  t o  t h e  
s e l l e r  ( o r  r e l a t e d  p a r t y  o r  f o r  t h e  b e n e f i t  o f  
t h e  s e l l e r )  a s  c o n s i d e r a t i o n  f o r  t h e  r e s i d e n c e ;

( B )  I f  a  r e s i d e n c e  is  i n c o m p l e t e ,  t h e  
r e a s o n a b l e  c o s t  o f  c o m p l e t i n g  t h e  r e s i d e n c e  
w h e t h e r  o r  n o t  t h e  c o s t  o f  c o m p l e t i n g  c o n ­
s t r u c t i o n  is  t o  b e  f i n a n c e d  w i t h  b o n d  
p r o c e e d s .  F o r  e x a m p l e ,  w h e r e  a  m o r t g a g o r  
p u r c h a s e s  a  b u i l d i n g  w h i c h  is s o  i n c o m p l e t e  
t h a t  o c c u p a n c y  o f  t h e  b u i l d i n g  is n o t  
p e r m i t t e d  u n d e r  l o c a l  l a w ,  t h e  a c q u i s i t i o n  
c o s t  i n c l u d e s  t h e  c o s t s  o f  c o m p l e t i n g  t h e  
b u i l d i n g  s o  t h a t  o c c u p a n c y  o f  t h e  b u i l d i n g  
is  p e r m i t t e d ;

( C )  W h e r e  a  r e s i d e n c e  is p u r c h a s e d  s u b ­
j e c t  t o  a  g r o u n d  r e n t ,  t h e  c a p i t a l i z e d  v a l u e  o f  
t h e  g r o u n d  r e n t .  S u c h  v a l u e  s h a l l  b e  c a l c u ­
l a t e d  u s i n g  a d i s c o u n t  r a t e  e q u a l  t o  t h e  y i e l d  
o n  t h e  i s s u e  o f  b o n d s  a s  d e f i n e d  i n  t h e  
T e m p o r a r y  R e g u l a t i o n s .

( b )  T h e  t e r m  “ a c q u i s i t i o n  c o s t ”  d o e s  n o t  i n ­
c l u d e  t h e  f o l l o w i n g :

( 1 )  T h e  u s u a l  a n d  r e a s o n a b l e  s e t t l e m e n t  o r  
f i n a n c i n g  c o s t s .  S e t t l e m e n t  c o s t s  i n c l u d e  t i t i i n g  
a n d  t r a n s f e r  c o s t s ,  t i t l e  i n s u r a n c e ,  s u r v e y  f e e s ,  o r  
o t h e r  s i m i l a r  c o s t s .  F i n a n c i n g  c o s t s  i n c h  d e  
c r e d i t  r e f e r e n c e  f e e s ,  l e g a l  f e e s ,  a p p r a i s a l  e x ­
p e n s e s ,  “ p o i n t s "  w h i c h  a r e  p a i d  b y  t h e  b u y e r  
( b u t  n o t  t h e  s e l l e r , - e v e n  t h o u g h  b o r n e  b y  t h e  
m o r t g a g o r  t h r o u g h  a  h i g h e r  p u r c h a s e  p r i c e )  
o r  o t h e r  c o s t s  o f  f i n a n c i n g  t h e  r e s i d e n c e .  H o w ­
e v e r ,  s u c h  a m o u n t s  w i l l  b e  e x c l u d e d  i n  d e t e r ­
m i n i n g  a c q u i s i t i o n  c o s t  o n l y  t o  t h e  e x t e n t  t h a t  
t h e  a m o u n t s  d o  n o t  e x c e e d  t h e  u s u a l  a n d  r e a s o n ­
a b l e  c o s ts  w h i c h  w o u l d  b e  p a i d  b y  t h e  b u y e r  
w h e r e  f i n a n c i n g  is n o t  p r o v i d e d  t h r o u g h  a 
q u a l i f i e d  m o r t g a g e  b o n d  i s s u e .  F o r  e x a m p l e ,  i f  
t h e  p u r c h a s e r  a g r e e s  t o  p a y  t o  t h e  s e l l e r  m o r e  
t h a n  a  p r o  r a t a  s h a r e  o f  p r o p e r t y  t a x e s ,  s u c h  
e x c e s s  s h a l l  b e  t r e a t e d  a s  p a r t  o f  t h e  a c q u i s i ­
t i o n  c o s t  o f  a  r e s i d e n c e ;

( 2 )  T h e  v a l u e  o f  s e r v i c e s  p e r f o r m e d  b y  t h e  
m o r t g a g o r  o r  m e m b e r s  o f  t h e  m o r t g a g o r ’ s f a m i l y  
i n  c o m p l e t i n g  t h e  re s i d <* n c e .  F o r  p u r p o s e s  o f  t h e  
p r e c e d i n g  s e n t e n c e ,  t h e  f a m i l y  o f  a n  i n d i v i d u a l  
s h a l l  i n c l u d e  o n l y  t h e  i n d i v i d u a l ’ s b r o t h e r s  a n d  
s is t e r s  ( w h e t h e r  b y  t h e  w h o l e  o r  h a l f  b l o o d ) ,  
s p o u s e ,  a n c e s t o r s ,  a n d  l i n e a l  d e s c e n d a n t s .  F o r  
e x a m p l e ,  w h e r e  t h e  m o r t g a g o r  b u i l d s  a  h o m e  
a l o n e  o r  w i t h  t h e  h e l p  o f  f a m i l y  m e m b e r s ,  t h e  
a c q u i s i t i o n  c o s t  i n c l u d e s  t h e  c o s t  o f  m a t e r i a l s  
p r o v i d e d  a n d  w o r k  p e r f o r m e d  b y  s u b c o n t r a c t o r s  
( w h e t h e r  o r  r t r e l a t e d  t o  t h e  m o r t g a g o r )  b u t  
d o e s  n o t  i n c l u d e  t h e  i m p u t e d  c o s t  o f  a n y  l a b o r  
a c t u a l l y  p e r f o r m e d  b y  t h e  m o r t g a g o r  o r  a  m e m ­
b e r  o f  t h e  m o r t g a g o r ’ s f a m i l y  i n  c o n s t r u c t i n g  t h e  
r e s i d e n c e .  S i m i l a r l y ,  w h e r e  t h e  m o r t g a g o r  p u r ­
c h a s e s  a n  i n c o m p l e t e  r e s i d e n c e ,  t h e  a c q u i s i t i o n  
c o s t  i n c l u d e s  t h e  c o s t  o f  m a t e r i a l  a n d  l a b o r  p a i d  
b y  t h e  m o r t g a g o r  t o  c o m p l e t e  t h e  r e s i d e n c e  b u t  
d o e s  n o t  i n c l u d e  t h e  i m p u t e d  v a l u e  o f  t h e  
m o r t g a g o r ’ s l a b o r  o r  t h e  l a b o r  o f  t h e  m o r t g a g o r ’ s 
f a m i l y  i n  c o m p l e t i n g  t h e  r e s i d e n c e .

(3) The cost of land which has been owned by
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c o n s i d e r e d  a  p r i n c i p a l  r e s i d e n c e .  T h e  t e r m  ' ‘ r e s i ­
d e n c e ”  d o e s  n o t  i n c l u d e  p r o p e r t y  s u c h  as  a n  
a p p l i a n c e ,  a  p i e c e  o f  f u r n i t u r e ,  a  r a d i o ,  e t c . ,  
w h i c h  u n d e r  A l a s k a  l a w  is n o t  a  f i x t u r e .  L a n d  
a p p u r t e n a n t  t o  a  r e s i d e n c e  s h a l l  b e  c o n s i d e r e d  
a s  p a r t  o f  t h e  r e s i d e n c e  o n l y  i f  s u c h  l a n d  r e a s o n ­
a b l y  m a i n t a i n s  t h e  b a s i c  l i v a b i l i t y  o f  t h e  
r e s i d e n c e  a n d  d o e s  n o t  p r o v i d e ,  o t h e r  t h a n  
i n c i d e n t a l l y ,  a  s o u r c e  o f  i n c o m e  t o  t h e  m o r t g a g o r .  
L a n d  a p p u r t e n a n t  t o  a  r e s i d e n c e  is n o t  i n c l u d e d  
i n  t h e  d e f i n i d  m  o f  “ r e s i d e n c e ”  i f  t h e  l a n d  m a y  
b e  f u r t h e r  s u b d i v i d e d  u n d e r  z o n i n g  o r  p l a t t i n g  
r e g u l a t i o n s  i n  e f f e c t  a t  t h e  t i m e  o f  t h e  m a k i n g  o f  
t h e  m o r t g a g e  l o a n .  ( E f f .  9 / 1 7 / 8 1 ,  R e g .  8 0 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 4 1 0 .  O W N E R S H I P  R E Q U I R E ­
M E N T S .  ( a )  E x c e p t  a s  p r o v i d e d  i n  ( d )  o f  t h i s  
s e c t i o n ,  e a c h  o f  t h e  m o r t g a g o r s  t o  w h o m  o w n e r  
f i n a n c i n g  ( i . e . ,  f i n a n c i n g  t o  a c q u i r e  a  r e s i d e n c e  
u n d e r  1 5  A A C  1 1 8 . 4 0 5 )  is  p r o v i d e d  m u s t  
m e e t  t h e  r e q u i r e m e n t s  o f  t h i s  p a r a g r a p h .  A  
m o r t g a g o r  m e e t s  t h e  r e q u i r e m e n t s  o f  t h i s  
p a r a g r a p h  o n l y  i f  t h e  m o r t g a g o r  h a d  n o  p r e s e n t  
o w n e r s h i p  i n t e r e s t  i n  a  p r i n c i p a l  r e s i d e n c e  
l o c a t e d  a n y w h e r e  a t  a n y  t i m e  d u r i n g  t h e  t h r e e -  
y e a r  p e r i o d  p r i o r  t o  t h e  d a t e  o n  w h i c h  t h e  
m o r t g a g e  i s  e x e c u t e d .  F o r  p u r p o s e s  o f  t h e  
p r e c e d i n g  s e n t e n c e ,  t h e  m o r t g a g o r ’ s  i n t e r e s t  
i n  t h e  r e s i d e n c e  w i t h  r e s p e c t  t o  w h i c h  t h e  
f i n a n c i n g  is  b e i n g  p r o v i d e d  s h a l l  n o t  b e  t a k e n  
i n t o  a c c o u n t .  I n  t h e  e v e n t  t h e r e  is  m o r e  t h a n  
o n e  m o r t g a g o r  w i t h  r e s p e c t  t o  a  p a r t i c u l a r  r e s i ­
d e n c e ,  e a c h  o f  t h e  m o r t g a g o r s  m u s t  m e e t  t h e  
t h r e e - y e a r  r e q u i r e m e n t .  A  p e r s o n  w h o  is  l i a b l e  
u n d e r  a  n o t e  s e c u r e d  b y  a  m o r t g a g e ,  b u t  w h o  
d o e s  n o t  h a v e  a  p r e s e n t  o w n e r s h i p  i n t e r e s t  i n  a  
r e s i d e n c e  s u b j e c t  t o  t h e  m o r t g a g e ,  n e e d  n o t  
m e e t  t h e  t h r e e - y e a r  r e q u i r e m e n t .  F o r  e x a m p l e ,  
w h e r e  a  p a r e n t  o f  a  h o m e  p u r c h a s e r  c o - s i g n s  t h e  
n o t e  f o r  a  c h i l d ,  b u t  t h e  p a r e n t  t a k e s  n o  i n t e r e s t  
i n  t h e  r e s i d e n c e ,  it  is  n o t  n e c e s s a r y  t h a t  t h e  
p a r e n t  m e e t  t h e  t h r e e - y e a r  r e q u i r e m e n t  s i n c e  t h e  
p a r e n t  is n o t  a  m o r t g a g o r  o f  t h e  r e s i d e n c e .  
E x a m p l e s  o f  i n t e r e s t  w h i c h  c o n s t i t u t e  p r e s e n t  
o w n e r s h i p  i n t e r e s t  a r e  t h e  f o l l o w i n g :

( 1 )  a  f e e  s i m p l e  i n t e r e s t ;

( 2 )  a  j o i n t  t e n a n c y ,  a  t e n a n c y  i n  c o m m o n ,  o r  
a  t e n a n c y  b y  t h e  e n t i r e t y ;

( 3 )  a  l i f e  e s t a t e ;

(4) a l a n d  c o n t r a c t  ( i . e . ,  a  c o n t r a c t  p u r s u a n t  
t o  w h i c h  p o s s e s s i o n  a n d  t h e  b e n e f i t s  a n d  
b u r d e n s  o f  o w n e r s h i p  a r e  t r a n s f e r r e d  a l t l  o u g h  
l e g a l  t i t l e  is  n o t  t r a n s f e r r e d  u n t i l  s o m e  t i m e  
l a t e r ;  a n d

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

( b )  E x a m p l e s  o f  i n t e r e s t s  w h i c h  d o  n o t  c o n ­
s t i t u t e  p r e s e n t  o w n e r s h i p  i n t e r e s t s  a r e  t h e  
f o l l o w i n g :

( 1 )  a  r e m a i n d e r  i n t e r e s t ;

( 2 )  a  l e a s e  w i t h  o r  w i t h o u t  a n  o p t i o n  t o  
p u r c h a s e ;

( 3 )  a  m e r e  e x p e c t a n c y  t o  i n h e r i t  a n  i n t e r e s t  
i n  a  p r i n c i p a l  i n t e r e s t ;

( 4 )  t h e  i n t e r e s t  t h a t  a  p u r c h a s e r  o f  a  r e s i ­
d e n c e  a c q u i r e s  o n  e x e c u t i o n  o f  a  p u r c h a s e  c o n ­
t r a c t ;  a n d

( 5 )  a n  i n t e r e s t  i n  o t h e r  t h a n  a  p r i n c i p a l  
r e s i d e n c e  d u r i n g  t h e  p r e v i o u s  t h r e e  y e a r s .

( c )  T h e  C o r p o r a t i o n  w i l l  r e q u i r e  p r o o f  b y  
a f f i d a v i t  o f  m o r t g a g o r s  o f  e l i g i b i l i t y  a n d  c o m ­
p l i a n c e  w i t h  t h e  a b o v e  r e q u i r e m e n t s  a n d  w i l l  
e s t a b l i s h  o t h e r  p r o c e d u r e s  t o  a s c e r t a i n  e l i g i b i l i t y  
a n d  c o m p l i a n c e  w i t h  t h e  r e q u i r e m e n t s .

( d )  M o r t g a g o r s  w h o  d o  n o t  m e e t  t h e  q u a l i f i c a ­
t i o n s  d e s c r i b e d  i n  ( a )  o f  t h i s  s e c t i o n  a r e  e l i g i b l e  
u n d e r  t h e  q u a l i f i e d  m o r t g a g e  b o n d  p r o g r a m

( 1 )  t o  t h e  e x t e n t  p e r m i t t e d  u n d e r  S e c t i o n  
1 0 3  A  o f  t h e  I n t e r n a l  R e v e n u e  C o d e ,  a s  a m e n d e d ,  

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

( 2 )  t o  t h e  e x t e n t  o f  a v a i l a b i l i t y  o f

( A )  1 0  p e r c e n t  o f  t h e  l e n d a b l e  p r o c e e d s  
o f  q u a l i f i e d  m o r t g a g e  b o n d s  i s s u e d  p r i o r  t o  
S e p t e m b e r  3 ,  1 9 8 2  w h i c h  a r e  u n c o m m i t t e d  
o n  t h a t  d a t e ;  a n d

( B )  1 0  p e r c e n t  o f  t h e  l e n d a b l e  p r o c e e d s  
o f  q u a l i f i e d  m o r t g a g e  b o n d s  i s s u e d  a f t e r  
S e p t e m b e r  3 ,  1 9 8 2 ;  a n d
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1 5  A A C  1 1 8 . 3 4 4 .  F A I R B A N K S  N O R T H  
S T A R  B O R O U G H  P R O G R A M .  A  p o r t i o n  o f  
t h e  s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  p r o g r a m  
m a y  b e  i m p l e m e n t e d  i n  t h e  F a i r b a n k s  N o r t h  
S t a r  B o r o u g h ,  b y  t h e  C o r p o r a t i o n  w i t h  t h e  
p r o c e e d s  o f  5 3 5 . 0 0 0 , 0 0 0  b o n d s  o f  t h e  B o r o u g h  
w h i c h  a r e  t a x - e x e m p t  u n d e r  S e c t i o n  1 1 0 4 ( b ) ( 4 )  
o f  t h e  M o r t g a g e  S u b s i d y  B o n d  T a x  A c t  o f  1 9 8 0 , ,  
a n d  w i t h  a m o u n t s  a p p r o p r i a t e d  t o  t h e  C o r p o r a ­
t i o n  f o r  t h e  s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  
p r o g r a m .  T h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  w h i c h  
i m p l e m e n t  t h e  s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  
p r o g r a m  s h a l l  g o v e r n  t h e  p o r t i o n  o f  t h e  p r o g r a m  
t o  b e  i m p l e m e n t e d  i n  t h e  F a i r b a n k s  N o r t h  S t a r  
B o r o u g h ,  e x c e p t  t h a t  t h e  m e  r t g a g e  l o a n s  
p u r c h a s e d  w i t h  t h e  p r o c e e d s  o f  b o n d s  s h a l l  b e  
s e c u r e d  b y  r e a l  p r o p e r t y  a n d  o w n e r - o c c u p i e d  
r e s i d e n c e s  l o c a t e d  o n l y  i n  t h e  F a i r b a n k s  N o r t h  
S t a r  B o r o u g h ,  a n d  s h a l l  b e  o r i g i n a t e d  a n d  
s e r v i c e d  b y  s e l l e r / s e r v i c e r s  w i t h  o r i g i n a t i n g  a n d  
s e r v i c i n g  c a p a c i t y  i n  t h e  B o r o u g h .  T h e  d e t a i l s  
o f  t h e  p o r t i o n  o f  t h e  s p e c i a l  m o r t g a g e  l o a n  
p u r c h a s e  p r o g r a m  t o  b e  i m p l e m e n t e d  i n  ' h e  
3 o r o u g h  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  u . e  
a m o u n t  o f  t h e  a p p r o p r i a t i o n  t o  b e  u s e d  b y  t h e  
C o r p o r a t i o n  i n  c o n n e c t i o n  t h e r e w i t h ,  s h a l l  b e  
f i x e d  b y  a g r e e m e n t  b e t w e e n  t h e  C o r p o r a t i o n  
a n d  t h e  B o r o u g h .  T h e  a g r e e m e n t  m a y  b e  p a r t  o f  
a  t r u s t  i n d e n t u r e  s e c u r i n g  t h e  b o n d s  b e t w e e n  
t h e  B o r o u g h ,  t h e  C o r p o r a t i o n  . m d  t h e  T r u s t e e .  
( E f f .  6 / 3 0 / 8 0 ,  R e g .  7 8 ;  a m  4 / 2 9 / 8 2 ,  R e g .  8 2 )  

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 0  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 3 4 5 .  D E F I N I T I O N S .  R e p e a l e d  
2 / 1 7 / 8 2 .

1 5  A A C  1 1 8 . 4 0 0 .  Q U A L I F I E D  M O R T G A G E  
B O N D  P R O G R A M  ( S P E C I A L  M O R T G A G E  
L O A N  P U R C H A S E  P R O G R A M ) .  1 5  A A C  
1 1 8 . 4 0 0  -  1 5  A A C  1 1 8 . 4 5 0 ,  a r e  a d o p t e d  t o  
p e r m i t  t h e  C o r p o r a t i o n  t o  i s s u e  q u a l i f i e d  
m o r t g a g e  b o n d s  a s  d e s c r i b e d  u n d e r  S e c t i o n  
1 0 3 A ( c ) (  I ) a n d  ( c ) ( 2 )  o f  t h e  I n t e r n a l  R e v e n u e  

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

h e r e i n  c a l l e d  t h e  “ T e m p o r a r y  R e g u l a t i o n s ” ) 
a n d  t o  d e f i n e  a n d  d e s c r i b e  m o r t g a g e s  e l i g i b l e  t o  
b e  f i n a n c e d  w i t h  t h e  p r o c e e d s  o f  q u a l i f i e d  
m o r t g a g e  b o n d s  a s  p a r t  o f  t h e  s p e c i a l  m o r t g a g e  
l o a n  p u r c h a s e  p r o g r a m  o f  t h e  C o r p o r a t i o n  
( h e r e i n  c a l l e d  t h e  “ p r o g r a m ” ) .  T h e s e  s e c t i o n s  
a r e  i n t e n d e d  t o  e s t a b l i s h  p r o c e d u r e s  t o  e n s u r e

c o m p l i a n c e  w i t h  t h e  m o r t g a g e  e l i g i b i l i t y  p r o v i ­
s i o n s  r e f e r r e d  t o  i n  t h e  T e m p o r a r y  R e g u l a t i o n s .  
( E f f .  9 / 1 7 / 8 1 .  R e g .  8 0 ;  a m '  2 / 1 7 / 8 2 ,  R e g .  3 2 ;  
a m  1 0 / 2 7 / 8 2 .  R e g .  8 4 ;  a m  1 / 2 6 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  A S  I S . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 4 0 5 .  S I N G L E - F A M I L Y  R E S I ­
D E N C E S .  A  p e r s o n  is  e l i g i b l e  u n d e r  t h e  p r o ­
g r a m  f o r  a  r e s i d e n t i a l  m o r t g a g e  l o a n  w h i c h  is 
e l i g i b l e  f o r  p u r c h a s e ,  b y  t h e  C o r p o r a t i o n  u n d e r  
t h e  a c t  t o  f i n a n c e  t h e  p u r c h a s e  o f  a  s i n g l e ­
f a m i l y ,  o w n e r - o c c u p i e d  r e s i d e n c e ,  i n c l u d i n g  a  
c o n d o m i n i u m ,  P U D  p r o j e c t  u n i t  o r  a  d u p l e x  ( i n  
1 5  A A C  1 1 8 . 4 0 5  -  I S  A A C  1 1 8 . 4 5 0  c a l l e d  

“ r e s i d e n c e " ) .  A s  u s e d  i n  1 5  A A C  1 1 8 . 4 0 5  —  
1 5  A A C  1 1 8 . 4 5 0 ,  “ s i n g l e - f a m i l y ,  o w n e r -  
o c c u p i e d  r e s i d e n c e ”  i n c l u d e s  a  d u p l e x  i f  o n e  
u n i t  o f  t h e  d u p l e x  is  o c c u p i e d  b y  t h e  o w n e r  o f  
t h e  d u p l e x  a n d  t h e  d u p l e x  w a s  f ir s t  o c c u p i e d  
a s  a  r e s i d e n c e  a t  l e a s t  f i v e  y e a r s  b e f o r e  t h e  
m o r t g a g e  is  e x e c u t e d .  T h e  r e s i d e n c e  m u s t  b e  a  
s i n g l e - f a m i l y  r e s i d e n c e  w h i c h ,  a t  t h e  t i m e  t h e  
m o r t g a g e  is  e x e c u t e d  b y  t h e  m o r t g a g o r ,  c a n  
r e a s o n a b l y  b e  e x p e c t e d  b y  t h e  C o r p o r a t i o n  t o  
b e c o m e ,  t h e  p r i n c i p a l  r e s i d e n c e  o f  t h e  m o r t g a g o r  
w i t h i n  a  r e a s o n a b l e  t i m e  a f t e r  t h e  f i n a n c i n g  is  
p r o v i d e d .  T h e  r e s i d e n c e  m u s t  b e  l o c a t e d  w i t h i n  
t h e  i  t a t e  o f  A l a s k a .  T h e  C o r p o r a t i o n  w i l l  
p r e s c r i b e  t h e  f o r m  o f  a n  a f f i d a v i t  t o  b e  s i g n e d  
b y  e a c h  m o r t g a g o r  o f  h i s  i n t e n t  t o  u s e  t h e  r e s i ­
d e n c e  a s  h i s  p r i n c i p a l  r e s i d e n c e  w i t h i n  a  r e a s o n ­
a b l e  t i m e  n o t  e x c e e d i n g  6 0  d a y s ,  a f t e r  t h e  
f i n a n c i n g  is p r o v i d e d  a n d  w i l l  e s t a b l i s h  o t h e r  
p r o c e d u r e s  t o  e n s u r e  t h a t  t h e  r e q u i r e m e n t  is 
m e t .  W h e t h e r  a  r e s i d e n c e  is u s e d  a s  a  p r i n c i p a l  
r e s i d e n c e  w i l l  d e p e n d  o n  a l l  t h e  f a c t s  a n d  c i i -  
c u r n s t a n c e s  o f  e a c h  c a s e ,  i n c l u d i n g  t h e  g o o d  
f a i t h  o f  t h e  m o r t g a g o r .  E x c e p t  f o r  d u p l e x e s ,  a  
r e s i d e n c e  w h i c h  c a n  r e a s o n a b l y  b e  e x p e c t e d  t o  
b e  u s e d  i n  a  t r a d e  o r  b u s i n e s s ,  a s  a n  i n v e s t m e n t  
p r o p e r t y ,  o r  a s  a  r e c r e a t i o n a l  h o m e ,  w i l l  n o t  b e
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( i i )  t h e  s u m  n e c ; s s a r y  t o  r e d u c e  t h e  
m o n t h l y  p a y m e n t s  o f  p r i n c i p a l  a n d  i n ­
te r e s t  o n  t h e  m o r t g a g e  l o a n ,  t o g e t h e r  w i t h  
t a x e s ,  h a z a r d  i n s u r a n c e ,  m o r t g a g e  i n s u r ­
a n c e  a n d  a n y  h o m e o w n e r  a s s o c i a t i o n  f e e s  
( l e s s  a n y  u t i l i t y  e x p e n s e s  i n c l u d e d  i n  
t h o s e  f e e s )  w i t h  r e s p e c t  t o  t h e  p r o p e r t y ,  
t o  2 8  p e r c e n t  o f  g r o s s  i n c o m e  p e r  h o u s e ­
h o l d ;

( C )  t h e  s u m  n e c e s s a r y  t o  r e d u c e  t h e  
m o n t h l y  p a y m e n t s  o f  p r i n c i p a l  a n d  i n t e r e s t  
o n  t h e  m o r t g a g e  l o a n  t o  2 0  p e r c e n t  o f  g r o s s  
i n c o m e  p e r  h o u s e h o l d ;

( 2 )  t h e  t e r m  f o r  a  m o r t g a g e  l o a n  w i t h  r e s p e c t  
t o  w h i c h  t h e r e  is  a  h o m e  o w n e r s h i p  a s s i s t a n c e  
a g r e e m e n t  m u s t  b e  t h e  m a x i m u m  t e r m  a l l o w e d  
u n d e r  t h e  C o r p o r a t i o n ' s  p r o g r a m  p r o v i d i n g  
f i n a n c i n g  f o r  t h e  h o m e  o r  t h e  r e m a i n i n g  
e c o n o m i c  l i f e  o f  t h e  p r o p e r t y ,  w h i c h e v e r  is  l e s s ;

( 3 )  t h e  r e m a i n i n g  e c o n o n v n  l i f e  o f  t h e  p r o p ­
e r t y  m u s t  b e  a t  l e a s t  2 0  y e a r s ;

( 4 )  t h e  s a l e s  p r i c e  o r  a p p r a i s e d  v a l u e  o n  a 
h o m e  t o  b e  f i n a n c e d  w i t h  a  m o r t g a g e  l o a n  w i t h  
r e s p e c t  t o  w h i c h  t h e r e  is  a  h o m e  o w n e r s h i p  
a s s i s t a n c e  a g r e e m e n t  s h a l l  n o t  e x c e e d  t h e  
f o l l o w i n g :

( A )  S 8 0 , 0 0 0  f o r  a  o n e  o r  t w o  m e m b e r  
f a m i l y ;

( B )  5 8 5 , 0 0 0  f o r  a  t h r e e - m e m b e r  f a m i l y ;

( C )  5 9 0 , 0 0 0  f o r  a  f o u r - m e m b e r  f a m i l y ;

( D )  5 1 0 0 , 0 0 0  f o r  a  f i v e  o r  m o r e  m e m b e r  
f a m i l y ;

( 5 )  t h e  l o a n - t o - v a l u e  r a t i o  f o r  a  m o r t g a g e  
l o a n  w i t h  r e s p e c t  t o  w h i c h  t h e r e  is a h o m e  
o w n e r s h i p  a s s i s t a n c e  a g r e e m e n t  s h a l l  n o t  e x c e e d  
9 5  p e r c e n t .

( 6 )  t h e  b o r r o w e r  s h a l l  b e  r e q u i r e d  t o  e n t e r  
i n t o  a  h o m e  o w n e r s h i p  a s s i s t a n c e  a g r e e m e n t  
w i t h  t h e  C o r p o r a t i o n  w h i c h  s h a l l  c o n t a i n  
p e r i o d i c  i n c o m e - r c v i e w  r e q u i r e m e n t s  i n  t h e  f o r m  
r e q u i r e d  b y  t h e  C o r p o r a t i o n  i n c l u d i n g ,  w i t h o u t  
l i m i t a t i o n ,  p r o v i s i o n s  r e d u c i n g  o r  e l i m i n a t i n g  
a s s i s t a n c e  d e p e n d i n g  o n

( A )  a p p l i c a t i o n  o f  t h e  a s s i s t a n c e  f o r m u l a  
o f  p a r a g r a p h  ( c ) (  I )  o f  t h i s  s e c t i o n ;

( B )  a  f o r m u l a  o r  o t h e r  m e t h o d  b a s e d  o n  
t h e  a m o u n t  a v a i l a b l e  f o r  a s s i s t a n c e  f r o m  i n  
c o m e  o r  r e v e n u e s  o f  t h e  h o m e  o w n e r s h i p  
f u n d ;

( 7 )  w h e n  t h e  t e r m  o f  a h o m e  o w n e r s h i p  
a s s i s t a n c e  a g r e e m e n t ,  w h i c h  is  o r i g i n a l l y  e x ­
e c u t e d  b y  a  b o r r o w e r  o n  o r  a f t e r  F e b r u a r y  1 ,  
1 9 8 3 ,  e x p i r e s  a s  p r o v i d e d  i n  ( c ) ( 6 )  o f  t h i s  s e c ­
t i o n .  a  n e w  h o m e - o w n e r s h i p  a s s i s t a n c e  a g r e e ­
m e n t  m a y  b e  e n t e r e d  p u r s u a n t  t o  t h e  t e r m s  o f
( c )  o f  t h i s  s e c t i o n ,  b u t  t h e  a s s i s t a n c e  a m o u n t  
u n d e r  a  n e w  a g r e e m e n t  m a y  n o t  e x c e e d  t h e  
a s s i s t a n c e  a m o u n t  a l l o w e d  u n d e r  t h e  p r e v i o u s  
a g r e e m e n t ;

( 8 )  a f t e r  F e b r u a r y  I ,  1 9 8 3 ,  t h e  C o r p o r a t i o n  
w i l l  n o t  e n t e r  i n t o  a  h o m e  o w n e r s h i p  a s s i s t a n c e  
a g r e e m e n t  w i t h  a  b o r r o w e r  w h o  h a s  n o t  
p r e v i o u s l y  o b t a i n e d  a  l o a n  p r i o r  t o  t h a t  d a t e  
u n d e r  t h e  h o m e  o w n e r s h i p  a s s i s t a n c e  p r o g r a m  i f  
t h e  a m o u n t  o f  a s s i s t a n c e  is  d e t e r m i n e d  t o  b e  less  
t h a n  5 5 0  p e r  m o n t h .

( d )  A  h o m e  o w n e r s h i p  a s s i s t a n c e  a g r e e m e n t  
is  p e r s o n a l  t o  t h e  b o r r o w e r  a n d  m a y  n o t  b e  
a s s i g n e d .

( « )  N o  s e c o n d a r y  f i n a n c i n g  o f  a  m o r t g a g e  l o a n  
w i t h  r e s p e c t  t o  w h i c h  t h e r e  is  a  h o m e  o w n e r ­
s h i p  a s s i s t a n c e  a g r e e m e n t  is  p e r m i t t e d .

( 0  A s  u s e d  i n  t h i s  s e c t i o n

( 1 )  “ f a m i l y ”  m e a n s  t h o s e  i n d i v i d u a l s  e x ­
e c u t i n g  t h e  m o r t g a g e  n o t e  a n d  d e e d  o f  t r u s t ,  a n d  
t h e i r  d e p e n d e n t s  w h o  o c c u p y  t h e  r e s i d e n c e  o n  
a p e r m a n e n t  b a s i s ;

( 2 )  “ h o u s e h o l d "  m e a n s  a l l  p e r s o n s  w h o  m a y  
o r  m a y  n o t  b e  m e m b e r s  o f  t h e  f a m i l y  a n d  w h o  
o c c u p y  t h e  r e s i d e n c e  o n  a  p e r m a n e n t  b a s i s  as 
f u l l  o r  p a r t - t i m e  r e s i d e n t s .  ( E f f .  1 2 / 1 5 / 8 0 ,  R e g .  
7 8 ;  a m  9 / 1 7 / 8 1 ,  R e g .  8 1 ;  a m  1 / 2 6 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 9 1
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R e g i s t e r  8 5 .  A p r i l  1 9 8 3  I ' . E V E N U E  1 5  A A C  1 1 8 . 3 2 5
1 5  A A C  1 1 8 . 3 4 2

1 5  A A C  1 8 . 3 2 5 .  M I N I M U M  C O N S T R U C ­
T I O N  S T A N D A R D S  A N D  S T A N D A R D  D E ­
V I A T I O N S .  R e p e a l e d  2 / 1 7 / 8 2 .

1 5  A A C  1 1 8 . 3 3 0 .  I M P R O V E M E N T  O R  R E ­
H A B I L I T A T I O N .  R e p e a l e d  2 / 1 7 / 8 2 .

1 5  A A C  1 1 8 . 3 3 5 .  A P P E A L S  P R O C E D U R E .
R e p e a l e d  2 / 1  7 / 8 2 .

1 5  A A C  1 1 8 . 3 4 0 .  S E R V I C I N G  F E E .  R e p e a l e d  
2 / 1 7 / 8 2 .

1 5  A A C  1 1 8 . 3 4 2 .  H O M E  O W N E R S H I P  
A S S I S T A N C E  P R O G R A M ,  ( a )  T h e  h o m e  
o w n e r s h i p  a s s i s t a n c e  p r o g r a m  e x i s t s  s o l e l y  t o  
a s s is t  p e r s o n s  o f  l o w e r  a n d  m o d e r a t e  i n c o m e  t o  
p u r c h a s e  h o m e s  f i n a n c e d  w i t h  a  m o r t g a g e  l o a n  
p u r c h a s e d  b y  t h e  C o r p o r a t i o n  u n d e r  1 5  A A C
1 1 8 . 3 0 0  -  1 5  A A C  1 1 8 . 3 4 5 .  E x c e p t  a s  p r o v i d e d  
i n  t h i s  s e c t i o n ,  t h e  s a m e  l i m i t a t i o n s  a n d  c o n d i ­
t i o n s  o t h e r w i s e  a p p l i c a b l e  u n d e r  1 5  A A C
1 1 8 . 3 0 0  -  1 5  A A C  1 1 8 . 3 4 5  a p p l y  t o  m o r t g a g e  

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

( b )  A  p e r s o n ,  is e l i g i b l e  f o r  h o m e  o w n e r s h i p  
a s s i s t a n c e  f o r  t h e  p u r c h a s e  o f  a  s i n g l e - f a m i l y  
r e s i d e n c e ,  i n c l u d i n g  a  c o n d o m i n i u m  o r  P U D  
u n i t ,  a f t e r  h a v i n g  m e t  g e n e r a l  h o r r o w c r  l o a n  
q u a l i f i c a t i o n s  o f  t h e  C o r p o r a t i o n  ar.'d t h o s e  o f  
t h i s  s e c t i o n .  T o  b e  e l i g i b l e

( 1 )  t h e  b o r r o w e r  m u s t  b e  a  p e r s o n  o f  l o w e r  
o r  m o d e r a t e  i n c o m e ,  w h i c h  is  d e f i n e d  t o  b e  p e r ­
s o n s  w i t h  g r o s s  i n c o m e  p e r  h o u s e h o l d  n o t  
e x c e e d i n g  t h e  i n c o m e  l i m i t s  p e r  h o u s e h o l d  s i z e  
w h e n  c a l c u l a t e d  a s  f o l l o w s :

( A )  T h e r e  s h a l l  b e  a  B a s e  I n c o m e  L i m i t  
o f  S 2 6 . 0 0 0  p e r  h o u s e h o l d .

( B )  T h e  i n c o m e  l i m i t  s h a l l  b e  t h e  B a s e  
I n c o m e  L i m i t  o f  5 2 6 , 0 0 0  p e r  y e a r  p l u s  t h e  
f o l l o w i n g  a m o u n t s  f o r  m e m b e r s  o f  t h e  h o u s e ­
h o l d :

( i )  n o t h i n g  f o r  o n e  a d u l t ;

( i i )  S  1 . 0 0 0  f o r  e a c h  a d d i t i o n a l  a d u l t  
b e y o n d  o n e  a d u l t ;

( i i i )  5 5 , 0 0 0  f o r  o n e  c h i l d ;

( i v )  S 7 . 5 0 0  f o r  t w o  c h i l d r e n :  a n d

( v )  S  1 . 0 0 0  f o r  e a c h  a d d i t i o n a l  c h i l d  
b e y o n d  t w o  c h i l d r e n .

( 2 )  t h e  h o u s e h o l d  m u s t  n o t  o w n  a s s e t s  o f  
v a l u e  e x c e e d i n g  t w o  t i m e s  t h e  a p p l i c a b l e  i n c o m e  
l i m i t  f o r  t h e  h o u s e h o l d  s i z e  s e t  f o r t h  i n  ( b ) ( 1 )  
o f  t h i s  s e c t i o n ;  i f  a m e m b e r  o f  t h e  h o u s e h o l d  is 
6 5  y e a r s  o l d  o r  o v e r  t h e  h o u s e h o l d  m u s t  n o t  
o w n  a s s e t s  o f  v a l u e  e x c e e d i n g  t h r e e  t i m e s  t h e  
a p p l i c a b l e  i n c o m e  l i m i t  f o r  t h e  h o u s e h o l d  s iz e  
s e t  f o r t h  i n  ( b ) (  1 )  o f  t h i s  s e c t i o n .

( c )  i  h e  t e r m s  f o r  h o m e  o w n e r s h i p  a s s i s t a n c e  
a r e  a s  f o l l o w s :

( 1 )  m o r t g a g e  p a y m e n t s  m a y  b e  p a r t i a l l y  s u b ­
s i d i z e d  b y  t h e  h o m e  o w n e r s h i p  f u n d  i n  a n  
a m o u n t  n o t  t o  e x c e e d  t h e  l e s s e r  o f  t h e  f o l l o w i n g  
a m o u n t s :

( A )  f o r  b o r r o w e r s  w n o  f ir st  e x e c u t e d  a 
h o m e  o w n e r s h i p  a s s i s t a n c e  a g r e e m e n t  p r i o r  t o  
F e b r u a r y  1 ,  1 9 8 3

( i )  t h e  s u m  n e c e s s a r y  t o  r e d u c e  t u e
b o r r o w e r ’ s m o n t h l y  p a y m e n t s  o f  p r i n c i p a l  
a n d  i n t e r e s t  o n  t h e  m o r t g a g e  l o a n  t o  t h e  
a m o u n t s  p a y a b l e  a s  i f  t h e  m o r t g a g e  l o a n  
w e r e  a  l e v e l  d e b t - s e r v i c e  l o a n  b e a r i n g  
i n t e r e s t  a t  d i e  r a t e  o f  s i x  p e r c e n t  a y e a r ,  
o r

( i i )  t h e  s u m  n e c e s s a r y  t o  r e d u c e  t h e
b o r r o w e r ’ s m o n t h l y  p a y m e n t s  o f  p r i n c i p a l  
a n d  i n t e r e s t  o n  t h e  m o r t g a g e ,  t o g e t h e r  
w i t h  t a x e s ,  h a z a r d  i n s u r a n c e ,  m o r t g a g e  
i n s u r a n c e  a n d  h o m e o w n e r  a s s o c i a t i o n  f e e s  
i f  a n y  w i t h  r e s p e c t  t o  t h e  p r o p e r t y  t o  
2 5  p e r c e n t  o f  g r o s s  i n c o m e  p e r  f a m i l y ;

( B )  f o r  b o r r o w e r s  w h o  f ir st  e x e c u t e d  a 
h o m e  o w n e r s h i p  a s s i s t a n c e  a g r e e m e n t  o n  o r  
a f t e r  F e b r u a r y  1 ,  1 9 8 3

( i )  t h e  s u m  n e c e s s a r y  t o  r e d u c e  t h e
m o n t h l y  p a y m e n t s  o f  p r i n c i p a l  a n d
i n t e r e s t  o n  t h e  m o r t g a g e  l o a n  t o  t h e  
a m o u n t s  p a y a b l e  a s  i f  t h e  m o r t g a g e  l o a n  
w e r e  a  l e v e l  d e b t - s e r v i c e  l o a n  b e a r i n g  
i n t e r e s t  at  t h e  r a t e  o f  s i x  p e r c e n t  a  y e a r ;  
o r
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p l a n n e d  u n i t  d e v e l o p m e n t  ( h e r e i n  c a l l e d  a  
“ s i n g l e - f a m i l y  r e s i d e n c e ” )  o r  a  d u p l e x  s h a l l  b e  
a s  s e t  f o r t h  i n  t h i s  p a r a g r a p h :

( A )  T h e  l o a n - t o - v a l u e  r a t i o  o n  a  m o r t g a g .  
l o a n  f o r  a  s i n g l e - f a m i l y  r e s i d e n c e  a n d  a  d u p l e x  
s h a l l  n o t  e x c e e d  9 5  p e r c e n t .

( B )  T h e  l o a n  a m o u n t  o n  a  m o r t g a g e  l o a n  
f o r  a  s i n g l e - f a m i l y  r e s i d e n c e  s h a l l  n o t  e x c e e d  
S I  6 0 , 5 0 0 .

( C )  T h e  l o a n  a m o u n t  o n  a  m o r t g a g e  l o a n  
f o r a  d u p l e x  s h a l l  n o t  e x c e e d  $ 2 0 5 , 2 0 0 .

( D )  T h e  l o a n  a m o u n t  o n  a  m o r t g a g e  l o a n  
g u a r a n t e e d  b y  t h e  V e t e r a n s .  A d m i n i s t r a t i o n  
f o r  a  s i n g l e - f a m i l y  r e s i d e n c e  a n d  a  d u p l e x  
s h a l l  n o t  e x c e e d  S 1 3  5 , 0 0 0 .

( E )  T h e  a m o u n t  o f  t h e  g u a r a n t e e  p l u s  t h e  
d o w n p a y m e n t  o n  a  m o r t g a g e  l o a n  g u a r a n t e e d  
b y  t h e  V e t e r a n s  A d m i n i s t r a t i o n  f o r  a  s i n g l e ­
f a m i l y  r e s i d e n c e  a n d  a  d u p l e x  m u s t  e q u a l  2 5  
p e r c e n t  o f  t h e  v a l u e  o f  t h e  s i n g l e - f a m i l y  
r e s i d e n c e  o r  t h e  d u p l e x .

( F )  T h e  l o a n  a m o u n t  o n  a  m o r t g a g e  l o a n  
i n s u r e d  b y  t h e  F H A  f o r  a  s i n g l e - f a m i l y  
r e s i d e n c e  s h a l l  n o t  e x c e e d  $ 1 0 1 , 2 5 0 .

( G )  ' H i e  l o a n  a m o u n t  o n  a  m o r t g a g e  l o a n  
i n s u r e d  b y  t h e  F H A  f o r  a  d u p l e x  s h a l l  n o t  
e x c e e d  S I  1 4 , 0 0 0 .

( H )  T h e  d o w n p a y m e n t  a n d  l o a n - t o - v a l u e  
r a t i o s  o f  m o r t g a g e  l o a n s  i n s u r e d  b y  t h e  F H A  
s h a l l  b e  a s  r e q u i r e d  b y  F H A .

( 2 )  T h e  l i m i t a t i o n s  p r o v i d e d  i n  ( b ) ( 1 )  o f  t h i s  
s e c t i o n  a r e  a p p l i c a b l e  t o  a  f ir s t  l i e n  m o r t g a g e  
l o a n .  T h e  l i m i t a t i o n s  a s  t o  a m o u n t  o f  l o a n  s h a l l  
a l s o  l i m i t  t h e  a m o u n t  o f  a  s e c o n d  l i e n  m o r t g a g e  
i o a n ,  p r o v i d e d  t h a t  i n  c o m p u t i n g  t h e  a m o u n t  o f  
a  s e c o n d  l i e n  m o r t g a g e  l o a n  a n y  f ir s t  l i e n  
m o r t g a g e  l o a n  s h a l l  b e  d e d u c t e d .  T h e  l o a n - t o -  
v a l u e  r a t i o  o f  a  s e c o n d  l i e n  m o r t g a g e  l o a n  s h a l l  
b e  a s  f i x e d  i n  t h e  A c t .  A l l  l o a n - t o - v a l u e  r a t i o s  
a n d  m a x i m u m  l i e n  a m o u n t s  s h a l l  b e  r e d u c e d  i f  
F e d e r a l  N a t i o n a l  M o r t g a g e  A s s o c i a t i o n ,  V e t e r a n s  
A d m i n i s t r a t i o n  o r  F H A  l i m i t s  a r e  r e d u c e d  f o r  
A l a s k a .

( c )  O n e  u n i t  o f  a  d u p l e x ,  t r i p l e x ,  o r  f o u r - p l e x

m u s t  b e  o w n e r - o c c u p i e d  f o r  a  r e s i d e n t i a l  m o r t ­
g a g e  l o a n  t o  f i n a n c e  t h e  p u r c h a s e  o f  t h a t  d u p l e x .  
f - ' p l e x  o r  f o u r - p l e x  t o  b e  e i i g i b i e  f o r  p u r c h a s e  

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

? r  t r i p l e x e s  a n d  f o u r - p l e x e s ,  l o a n s  p u r -  
a s  p a r t  o f  t h e  s p e c i a l  m o r t g a g e  l o a n  

j s e  p r o g r a m

( 1 )  m u s t  c o n s t i t u t e  a  f ir s t  l i e n  o n  r e a l  e s t a t e  
i n  f e e  s i m p l e  j r  o n  a  l e a s e h o l d  e s t a t e  a n d  b e  
s u b j e c t  o n l y  t o  p e r m i t t e d  e n c u m b r a n c e s ;

( 2 )  m u s t  b e  o m y  f o r  t h e  p u r c h a s e  o f  a c o m ­
p l e t e d  o w n e r - o c c u p i e d  r e s i d e n t i a l  h o u s i n g ,  t h e  
m o r t g a g e  o f  w h i c h  s h a l l  b e  e l i g i b l e  f o r  p u r c h a s e  
b y  t h e  C o r p o r a t i o n  u n d e r  t h e  A c t ;

( 3 )  m u s t  h a v e  a  l o a n - t o - v a l u e  r a t i o  n o  m o r e  
t h a n  9 0  p e r c e n t  f o r  a  t r i p l e x  o r  f o u r - p l e x ;

( 4 )  w i l l  n o t  e x c e e d  a  l o a n  a m o u n t  o f  
$ 2 4 7 , 6 5 0  f o r  a  t r i p l e x  a n d  S 3 0 7 . 9 5 0  f o r  a  f o u r -  
p l e x .

( e )  A  r e s i d e n t i a l  m o r t g a g e  l o a n  h e r e a f t e r  
p u r c h a s e d  b y  t h e  C o r p o r a t i o n  i n  o r d e r  t o  
f i n a n c e  a  u n i t  i n  a  c o n d o m i n i u m  p r o j e c t  o r  i n  
a  p l a n n e d  u n i t  d e v e l o p m e n t  p r o j e c t  ( “ c o n d o ­
m i n i u m ”  o r  “ P U D  p r o j e c t ” ) s h a l l  b e  s u b j e c t  t o  
t h e  f o l l o w i n g  t e r m s  a n d  c o n d i t i o n s :

( 1 )  t h e  l i v i n g  u n i t s  o f  t h e  c o n d o m i n i u m  o r  
P U D  p r o j e c t  m u s t  b e  v i t h i n  t h e  s a m e  s t r u c t u r e  
o r  a  r e a s o n a b l y  c o n t i ^  i i ' u s  s t r u c t u r e .  C o m m o n  
e l e m e n t s  o f  t h e  p r c . ; .  a u s t  h a v e  b e e n  c o m ­
p l e t e d  p r i o r  t o  t h e  p u r c h  s e  o f  t h e  l o a n ;  a n d

( 2 )  p r i o r  a p p r o v a l  p r o c e d u r e s ,  w a r r a n t i e s  a n d  
p r o v i s i o n s  r e l a t i n g  t o  t h e  s a l e  a n d  o c c u p a n c y  o f  
u n i t s  w h i c h  a r e  r e a s o n a b l e  a n d  c u s t o m a r y  i n  
m o r t g a g e  l e n d i n g ,  s h a l l  a p p l y  a s  p r e s c r i b e d  i n  
t h e  s e l l e r / s e r v i c e r  g u i d e .  ( E f f .  6 / 3 0 / 8 0 ,  R e g .  7 8 ;  
a m  6 / 1 8 / 8 1 ,  R e g .  7 9 ;  a m  9 / 1 7 / 8 1 ,  R e g .  8 0 ;  a m  
2 / 1 7 / 8 2 .  R e g .  8 2 ;  a m  1 0 / 2 7 / 8 2 ,  R e g .  8 4 ;  a m  
1 / 4 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 9  .*
A S  1 8 . 5 6 . 0  / 2 ( a )  a n d  ( e )

1 5  A A C  1 1 8 . 3 1 5 .  P U R C H A S E S  O F  
L O A N S  F R O M  S E L L E R / S E R r  I C E R S .  R e ­
p e a l e d  2 / 1 7 / 8 2 .

1 5  A A C  1 1 8 . 3 2 0 .  A S S U M P T I O N S  O F  
M O R T G A G E  L O A N S .  R e p e a l e d  2 / 1 7 / 8 2 .
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1 5  A A C  1 1 8 . 3 0 0 .  S P E C I A L  M O R T G A G E  
L O A N  P U R C H A S E  P R O G R A M  S C O P E ,  ( a )
1 5  A A C  1 1 8 . 3 0 0  -  1 5  A A C  1 1 8 . 5 8 0  i m p l e ­
m e n t  t h e  s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  
p r o g r a m  e s t a b l i s h e d  b y  A S  1 8 . 5 6 . 0 9 8 .

( b )  1 5  A A C  1 1 8 . 4 0 0  -  1 5  A A C  1 1 8 . 4 5 0  
i m p l e m e n t  t h e  p o r t i o n  o f  t h e  s p e c i a l  m o r t g a g e  
l o a n  p u r c h a s e  p r o g r a m  t o  b e  f i n a n c e d  w i t h  t h e  
p  n c e e d s  o f  q u a l i f i e d  m o r t g a g e  b o n d  '.

( c )  1 5  A A C  1 1 8 . 4 9 0  -  1 5  A A C  1 1 8 . 5 8 0  
i m p l e m e n t  t h  p o r t i o n  o f  t h e  s p e c i a l  m o r t g a g e  
l o a n  p u r c h a s e  ,  o g r a m  t o  b e  f i n a n c e d  w i t h  t h e  
p r o c e e d s  o f  q u a l i f i e d  v e t e r a n s '  m o r t g a g e  b o n d s .  
( E f f .  6 / 3 0 / 8 0 ,  R e g .  7 8 ;  a m  9 / 1 7 / 8 1 ,  R e g .  8 0 ;  
. a m  2 / 1 7 / 8 2 ,  R e g .  8 2 ;  a m  1 / 2 6 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 3 0 5 .  B O R R O W E R  E L I G I B I L I T Y .
A  p e i ^ o n  is  e l i g i b l e  u n d e r  t h e  p r o g r a m  ►ora r e s i ­
d e n t i a l  m o r t g a g e  l o a n  t o  f i n a n c e  t h e  p u r c h a s e  
o f  a  d w e l l i n g ,  i n c l u d i n g  a  d u p l e x ,  t i p l e x ,  f o u r -  
p l e x ,  c o n d o m i n i u m ,  o r  a n  i n d i v i d u a l  u n i t  w i t h i n  
a P U D  p r o j e c t ,  s u b j e c t  t o  a n y  r e s t r i c t i o n s  u n d e r  
1 5  A A C  1 1 8 . 4 0 0  -  1 5  A A C  1 1 8 . 5 8 0  f o r  
m o r t g a g e s  f i n a n c e d  b y  b o n d s  i s s u e d  t h e r e u n d e r .  
E l i g i b i l i t y  is  w i t h o u t  r e g a r d  t o  l o c a t i o n  o f  t h e  
d w e l l i n g  w i t h i n  t h e  S t a t e  o f  A l a s k a .  T h e  d w e l l ­
i n g  m u s t  b e  d e s i g n e d  f o r  r e s i d e n t i a l  u s e  a n d  i n ­
t e n d e d  f o r  u s e  a n d  u s e d  as  t h e  p r i n c i p a l  r e s i ­
d e n c e  o f  t h e  b o r r o w e r  p u r s u a n t  t o  A S  1 8 . 5 6 .  A  
p e r s o n  is  n o t  e l i g i b l e  f o r  a  l o a n  i f  t h e  p e r s o n  is 
a n  o w n e r  o f  a  d w e l P n g  f i n a n c e d  b y  a n  o u t s t a n d ­
i n g  l o a n  p u r c h a s e d  b y  t h e  C o r p o r a t i o n .  A s  u s e d  
i n  t h i s  s e c t i o n ,  “ o w n e r ”  i n c l u d e s  a  p e r s o n  w h o  is 
l i a b l e  o n  a  m o r t g a g e  o r  n o t e  w i t h  r e s p e c t  t o  a 
l o a n  b u t  d o e s  n o t  i n c l u d e  a  p e r s o n  n o t  o c c u p y ­
i n g  a  d w e l l i n g  b u t  r e m a i n i n g  a s  a  c o - o w n e r  a f t e r  
l e g a l  t e r m i n a t i o n  o f  a  m a r r i a g e .  A  l o a n  t o  f i n a n c e  
t h e  p u r c h a s e  o f  a  d w e l l i n g  i n c l u d e s  a  l o a n  t o  a n  
o w n e r / b u i l d e r  c o n s t i t u t i n g  t h e  f ir s t  p e r m a n e n t  
f i n a n c i n g  o f  a  d w e l l i n g  w h i c h  h a s  b e e n  n e w l y  
c o n s t r u c t e d  b y  t h e  o w n e r / b u i l d e r .  T h e  d e t e r ­
m i n a t i o n  o f  w h e t h e r  a  d w e l l i n g  h a s  b e e n  
“ n e w l y  c o n s t r u c t e d ”  s h a l l  b e  m a d e  b y  t h e  
C o r p o r a t i o n  h a v i n g  r e g a r d  t o  t h e  f a c t s  a n d  
c i r c u m s t a n c e s  r e l a t i n g  t o  t h e  c o n s t r u c t i o n  o f  
t h e  d w e l l i n g .  ( E f f .  1 0 / 2 / 8 0 ,  R e g .  7 8 ;  a m  
1 / 2 7 / 8 1 ,  R e g .  7 8 ;  a m  2 / 1 7 / 8 2 ,  R e g .  8 2 ;  a m  
1 0 / 2 7 / 8 2 ,  R e g .  8 4 ;  a m  1 / 2 6 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 3 1 0 .  L O A N  T E R M S ,  ( a )  E a c h  
r e s i d e n t i a l  m o r t g a g e  l o a n  p u r c h a s e d  b y  t h e  
C o r p o r a t i o n  as  p a r t  o f  t h e  s p e c i a l  m o r t g a g e  l o a n  
p u r c h a s e  p r o g r a m ,  e x c e p t  a s  o t h e r w i s e  p r o v i d e d  
i n  ( d )  o f  t h i s  s e c t i o n  f o r  t r i p l e x e s  a n d  f o u r -  
p l e x e s ,  m u s t

( 1 )  b e  s e r v i c e d  b y  * s e l l e r / s e r v i c e r  a p p r o v e d  
b y  t h e  C o r p o r a t i o n ;

( 2 )  c o n s t i t u t e  a  f ir s t  o r  s e c o n d  l i e n  o n  r e a !  
e s t a t e  i n  f e e  s i m p l e  o r  o n  a  l e a s e h o l d  e s t a t e  a n d ,  
i f  a  f ir s t  l i e n ,  b e  s u b j e c t  o n l y  t o  p e r m i t t e d  
e n c u m b r a n c e s ,  a n d ,  i f  a  s e c o n d  l i e n ,  b e  s u b j e c t  
o n l y  t o  p e r m i t t e d  . . u c u m b r a n c e s  a n d  a  f ir s t  l i e n  
m o r t g a g e  l o a n  s e n  i c e d  b y  a  s e l l e r / s e r v i c e r  
a p p r o v e d  b y  t h e  C o r p o r a t i o n ;

( 3 )  i f  a  f ir s t  l i e n ,  b e  t h e  s u b j e c t  o f  p r i v a t e  
m o r t g a g e  i n s u r a n c e ,  f e d e r a l  i n s u r a n c e ,  o r  f e d e r a l  
g u a r a n t e e ,  t h e  b e n e f i t s  o f  w h i c h  a r e  p a y a b l e  t o  
t h e  C o r p o r a t i o n ,  i n  t h e  e v e n t  t h a t  t h e  r a t i o  o f  
t h e  l o a n  t o  t h e  v a l u e  o f  t h e  p r o p e r t y  ( “ l o a n - t o -  
v a l u e  r a t i o ” )  e x c e e d s  8 0  p e r c e n t ;

( 4 )  i f  a  s e c o n d  l i e n ,  b e  t h e  s u b j e c t  o f  p r i v a t e  
m o r t g a g e  i n s u r a n c e ,  f e d e r a l  i n s u r a n c e  o r  f e d e r a l  
g u a r a n t e e ,  t h e  b e n e f i t s  o f  w h i c h  a r e  p a y a b l e  t o  
t h e  C o r p o r a t i o n ,  i n  t h e  e v e n t  t h a t  t h e  r a t i o  o t  
t h e  f ir s t  a n d  s e c o n d  l i e n  m o r t g a g e  l o a n s  
c o m b i n e d  t o  t h e  v a l u e  o f  t h e  p r o p e r t y  e x c e e d  
8 0  p e r c e n t  t o  t h e  e x t e n t  n e c e s s a r y  t o  c a u s e  t h e  
r a t i o  t o  g o  d o w n  t o  7 5  p e r c e n t ;

( 5 )  b e  f o r  p u r c h a s e  o f  c o m p l e t e d ,  o w n e r -  
o c c u p i e d  r e s i d e n t i a l  h o u s i n g  o r  f o r  t h e  i m p r o v e ­
m e n t  o r  r e h a b i l i t a t i o n  o f  o w n e r - o c c u p i e d  
r e s i d e n t i a l  h o u s i n g ,  t h e  m o r t g a g e  o f  w h i c h  s h a l l  
b e  e l i g i b l e  f o r  p u r c h a s e  b y  t h e  C o r p o r a t i o n  
u n d e r  t h e  A c t ;

( 6 )  b e  i n s u r e d  b y  a  m o r t g a g e e ' s  p o l i c y  o f  t i t l e  
i n s u r a n c e  i s s u e d  b y  a  t i t l e  i n s u r a n c e  c o m p a n y  
q u a l i f i e d  t o  d o  b u s i n e s s  i n  t h e  s t a t e  a n d  a c c e p t ­
a b l e  t o  t h e  C o r p o r a t i o n ,  i n s u r i n g  t h e  e n f o r c e a b l e  
m o r t g a g e ,  s u b j e c t  o n l y  t o  p e r m i t t e d  e n c u m ­
b r a n c e s  o r  i n  t h e  c a s e  o f  a  s e c o n d  l i e n  m o r t g a g e ,  
s u b j e c t  o n l y  t o  p e r m i t t e d  e n c u m b r a n c e s  a n d  t h e  
f u s t  l i e n  m o r t g a g e .

( b )  1 )  T h e  l o a n - t o - v a l u e  r a t i o  a n d  t h e  l o a n  
a m o i ' r* t -  o n  f i r s t  l i e n  m o r t g a g e  l o a n s  o f  t h e  
C o r p o r a t i o n  t o  f i n a n c e  a  s i n g l e - f a m i l y  r e s i d e n c e ,  
i n c l u d i n g  a  u n i t  i n  a  c o n d o m i n i u m  p r o j e c t  o r  a
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( 4 )  T h e  m a x i m u m  l o a n  a m o u n t  o n  m u l t i ­
f a m i l y  r e s i d e n c e s  w i t h  f i v e  o r  m o r e  u n i t s  s h a l l  b e  
c o m p u t e d  a t  8 0  p e r c e n t  o f  v a l u e .

( e )  A l l  l o a n s  p u r c h a s e d  o r  m a d e  f r o m  t h e  
h o u s i n g  d e v e l o p m e n t  f u n d  m u s t  b e  s u b j e c t  t o  a  
w r i t t e n  a g r e e m e n t  w h i c h  m u s t  i n c l u d e ,  b u t  n e e d  
n o t  b e  l i m i t e d  t o .  t h e  f o l l o w i n g  t e r m s  a n d  c o n d i ­
t i o n s :

( 1 )  t h e  p r o c e e d s  o f  t h e  l o a n  s h a l l  b e  u s e d  
o n l y  f o r  t h e  p u r p o s e  f o r  w h i c h  t h e  l o a n  is  m a d e ,  
as  p r o v i d e d  i n  t h e  a g r e e m e n t ;

( 2 )  t h e  l o a n  s h a l l  b e  r e p a i d  a s  p r o v i d e d  i n  t h e  
a g r e e m e n t ;

( 3 )  a l l  r e p a y m e n t s  i n  c o n n e c t i o n  w i t h  a  l o a n  
t o  d e f r a y  d e v e l o p m e n t  c o s t s  s h a l l  b e  m a d e  c o n ­
c u r r e n t  w i t h  r e c e i p t  b y  t h e  b o r r o w e r  o f  t h e  
p r o c e e d s  o f  a  c o n s t r u c t i o n  l o a n  o r  m o r t g a g e  
l o a n ,  o r  a t  s u c h  o t h e r  t i m e s  a s  t h e  C o r p o r a t i o n  
c o n s i d e r s  r e a s o n a b l y  n e c e s s a r y  o r  p r a c t i c a b l e ;  
a n d

( 4 )  s e c u r i t y  f o r  r e p a y m e n t  w i l l  b e  s p e c i f i e d  
a n d  b e  u p o n  t e r m s  a n d  c o n d i t i o n s  w h i c h  t h e  
C o r p o r a t i o n ,  i n  i t s  d i s c r e t i o n ,  c o n s i d e r s  
r e a s o n a b l y  n e c e s s a r y  o r  p r a c t i c a b l e  t o  i n s u r e  a l l  
r e p a y m e n t s .

( 0  L o a n s  p u r c h a s e d  o r  m a d e  f r o m  t h e  h o u s i n g  
d e v e l o p m e n t  f u n d  m a y  b e  f o r  c o n s t r u c t i o n  o f  
n e w  r e s i d e n t i a l ,  s i n g l e -  o r  m u l t i - f a m i l y  h o u s i n g ,  
f o r  r e p a i r  o r  r e h a b i l i t a t i o n  o f  e x i s t i n g  r e s i d e n t i a l  
h o u s i n g  o r  f o r  m o b i l e  h o m e s .  ( E f f .  1 1 / 2 9 / 7 8 ,  
R e g .  6 8 ;  a m  3 / 1 0 / 8 0 ,  R e g .  7 4 ;  a m  1 0 / 2 / 8 0 ,  R e g .  
7 8 ;  a m  2 / 1 7 / 8 2 ,  R e g .  8 2 ;  a m  4 / 2 9 / 8 2 ,  R e g .  8 2 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 0  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 2 8 2 .  M O B I L E  H O M E  L O A N  
P R O G R A M ,  ( a )  E a c h  l o a n  f o r  t h e  p u r p o s e  o f  
f i n a n c i n g  t h e  p u r c h a s e  o f  a  m o b i l e  h o m e  s h a l l  
c o n t a i n  o r  b e  s u b j e c t  t o  t h e  f o l l o w i n g  t e r m s  a n d  
c o n d i t i o n s :

( 1 )  t h e  l o a n  m u s t  n o t  e x c e e d  5 7 2 , 5 0 0 ;

( 2 )  t h e  l o a n - t o - v a l u e  r a t i o  e x c l u d i n g  t h e  
f u r n i t u r e  a n d  a p p l i a n c e  p a c k a g e  r e f e r r e d  t o  i n
( a ) ( 7 )  o r i n i s  s e c t i o n  m u s t  b e  n o  g r e a t e r  t h a n  9 5  
p e r c e n t  e x c e p t  t h a t  t h e  l o a n - t o - v a l u e  r a t i o  o n

l o a n s  i n s u r e d  b y  F H A  o r  g u a r a n t e e d  b y  t h e  V A  
s h a l l  b e  t h e  p e r c e n t a g e s  p e r m i t t e d  b y  t h e  r e g u l a ­
t i o n s  o f  t h o s e  a g e n c i e s ;

( 3 )  t h e  m a x i m u m  t e r m  o f  t h e  l o a n  s h a l l  b e  
2 0  y e a r s  a n d  m a y  n o t  e x c e e d  t h e  r e m a i n i n g  
e c o n o m i c  l i f e  o f  t h e  p r o p e r t y ;

( 4 )  t h e  m o b i l e  h o m e  m u s t  b e  o c c u p i e d  b y  
t h e  o w n e r  a s  h i s  y e a r - r o u n d  p r i n c i p a l  r e s i d e n c e  
a n d  t h e  o w n e r - o c c u p a n t  m u s t  n o t  o . v n  a n y  
o t h e r  r e s i d e n c e  i n  t h e  S t a t e  o f  A l a s k a ;

( 5 )  t h e  p r o d u c t  o f  t h e  l e n g t h  a n d  w i d t h  o f  
t h e  m o b i l e  h o m e  s h a l l  t o t a l  a t  l e a s t  6 0 0  s q u a r e  
f e e t ;

( 6 )  t h e  l o a n  m a y  i n c l u d e  t h e  a c q u i s i t i o n  o f  
r e a l  p r o p e r t y  f o r  t h e  s i t e  o f  t h e  m o b i l e  h o m e  
a n d  t h e  p e r m a n e n t  f o u n d a t i o n  o f  t h e  m o b i l e  
h o m e  o n  t h e  s i t e ,  p r o v i d e d  t h a t  t h e  v a l u e  o f  a  
m o b i l e  h o m e  a n d  f o u n d a t i o n  l o c a t e d  o n  t h e  
o w n e r ’s  r e a l  p r o p e r t y  s h a l l  n o t  b e  le s s  t h a n  5 0  
p e r c e n t  o f  t h e  t o t a l  a p p r a i s e d  v a l u e  o f  t h e  r e a l  
p r o p e r t y ;

( 7 )  t h e  l o a n  m a y  f i n a n c e  r e l a t e d  p e r s o n a l  
p r o  p e r t y  ( t h e  “ f u r n i t u r e  a n d  a p p l i a n c e  p a c k a g e ” )  
u p  t o  a  p u r c h a s e  p r i c e  o f  S  1 , 5 0 0 ;

( 8 )  t h e  l o a n  m u s t  b e  s e c u r e d  b y  a  s e c u r i t y  
a g r e e m e n t  o n  t h e  m o b i l e  h o m e  a n d  a l l  o t h e r  
p e r s o n a l  p r o p e r t y  o n  t h e  p r e m i s e s ,  i n c l u d i n g  b u t  
n o t  l i m i t e d  t o  l e a n - t o s ,  w a n i g a n s  a n d  s t o r a g e  
b u i l d i n g s  a n d  a  f u s t  d e e d  o f  t r u s t  o n  a n y  r e a l  
p r o p e r t y  b e i n g  f i n a n c e d  b y  t h e  l o a n .  T h e  d e e d  
o f  t r u s t  m u s t  b e  i n s u r e d  b y  a  m o r t g a g e e ’ s A L T A  
p o l i c y  o f  t i t l e  i n s u r a n c e  c o n f o r m i n g  t o  t h e  
p r o v i s i o n s  s e t  f o r t h  i n  1 5  A A C  1 1 8 . 3 1 0 ( a ) ( 5 ) ;

( 9 )  n o  o t h e r  f i n a n c i n g ,  i n c l u d i n g  b u t  n o t  
l i m i t e d  t o  s e c o n d a r y  f i n a n c i n g ,  w i l l  b e  p e r m i t t e d  
o n  t h e  m o b i l e  h o m e ;  a n d

( 1 0 )  as u s e d  i n  t h i s  s e c t i o n  t h e  t e r m  “ o w n e d ”  
w i t h  r e s p e c t  t o  r e a l  p r o p e r t y  i n c l u d e s  l e a s e h o l d  
i n t e r e s t s  e x t e n d i n g  1 0  y e a r s  b e y o n d  t h e  t e r m  o f  
a  l o a n  a s  w e l l  as  f e e - s i m p l e  o w n e r s h i p .  ( E f f .  
2 / 1 7 / 8 2 ,  R e g .  8 2 )

A u t h o r i t " :  A S  1 8 . 5 6 . 0 9 0 ( 5 )  
A S  1 8 . 5 6 . 1 0 0

1 5  A A C  1 1 8 . 2 9 0 .  D E F I N I T I O N S .  R e p e a l e d  
2 / 1 7 / 8 2 .
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( 0  T h e  a p p e a l s  c o m m i t t e e  m a y  a d o p t  b y l a w s  
g o v e r n i n g  i t s  i n t e r n a l  o p e r a t i o n s ,  i n c l u d i n g ,  
w i t h o u t  l i m i t a t i o n ,  p r o v i s i o n s  a s  t o  t i m e  a n d  
p l a c e  o f  m e e t i n g s .

( g )  T h e  C o r p o r a t i o n  w i l l  c o n s i d e r  n o  f u r t h e r  
a p p e a l  f r o m  a  d e c i s i o n  o f  t h e  a p p e a l s  c o m m i t t e e .  
( E f f .  2 / 1 7 / 8 2 ,  R e g  8 2 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8  
A S  1 8 . 5 6 . 0 9 0  
A S  1 8 . 5 6 . 0 9 8

1 5  A A C  1 1 8 . 2 8 0 .  G E N E R A L  H O U S I N G  P R O ­
G R A M S .  ( a )  L o a n s  m a y  b e  p u r c h a s e d  b y ,  o r  
m a d e  f r o m ,  t h e  h o u s i n g  d e v e l o p m e n t  f u n d  
c r e a t e d  b y  A S  1 8 . 5 6 . 1 0 0  o r  p u r s u a n *  t o  t h e  
C o r p o r a t i o n ’ s  g e n e r a l  p o w e r s  i n  A S  . 8 . 5 6 . 0 9 0
( 1 )  —  ( 3 )  f o r  h o u s i n g  l o c a t e d  i n  r e m o t e ,  u n d e r ­
d e v e l o p e d  o r  b l i g h t e d  a r e a s  o f  t h e  s t a t e .

( b )  L o a n s  p u r c h a s e d  b y  t h e  C o r p o r a t i o n  f r o m  
a m o u n t s  a p p r o p r i a t e d  t o  t h e  r u r a l  m o r t g a g e  
p u r c h a s e  p r o g r a m  s h a l l  c o n t a i n  t h e  s a m e  t e r m s  
a n d  c o n d i t i o n s  as  l o a n s  p u r c h a s e d  p u r s u a n t  t o  
t h e  s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  p r o g r a m  ( 1 5  
A A C  1 1 8 . 3 1 0 )  e x c e p t  t h a t  t i t l e  i n s u r a n c e  a n d  
h a z a r d  i n s u r a n c e  m a y  b e  p r o v i d e d  f r o m  t h e  r u r a l  
h o u s i n g  t i t l e  i n s u r a n c e  f u n d  a n d  r u r a l  h o u s i n g  
h a z a r d  i n s u r a n c e  f u n d  a n d  t h a t  l o a n s  s h a l l  b e a r  
i n t e r e s t  a t  a  r a t e  d e t e r m i n e d  b y  t h e  e x e c u t i v e  
d i r e c t o r .

( c )  L o a n s  p u r c h a s e d  b y  t h e  C o r p o r a t i o n  f r o m  
a m o u n t s  a p p r o p r i a t e d  t o  t h e  r u r a l  n o n - o w n e r  
o c c u p i e d  m o r t g a g e  p u r c h a s e  p r o g r a m  s h a l l  n o t  
e x c e e d  S 7 5 0 . 0 0 0  i n  p r i n c i p a l  a m o u n t  t o  a n y  o n e  
p e r s o n ,  p a r t n e r s h i p  o r  c o r p o r a t i o n ,  as  d e t e r ­
m i n e d  b y  t h e  C o r p o r a t i o n ,  a n d  s h a l l  b e a r  
i n t e r e s t  a t  t h e  r a t e  o f  n i n e  a n d  o n e - h a l f  p e r c e n t  
a  y e a r ,  e x c e p t  t h a t  t h e  C o r p o r a t i o n  m a y  
p u r c h a s e  t  l o a n  i n  e x c e s s  o f  S 7 5 0 . 0 0 0  i f  t h e  c ir ­
c u m s t a n c e s  o f  t h e  l o a n  w a r r a n t  a n d  s u f f i c i e n t  
f u n d i n g  is  a v a i l a b l e  t o  a c c o m m o d a t e  t o t a l  
a n t i c i p a t e d  l o a n  d e m a n d  a n d  i f  a p p r o v e d  b y  a 
c o m m i t t e e ,  c o m p r i s e d  o f  a  b o a r d  m e m b e r  
a p p o i n t e d  b y  t h e  c h a i r m a n  o r  h i s  o r  h e r  
d e s i g n e e ,  t h e  e x e c u t i v e  d i r e c t o r  o r  h i s  o r  h e r  
d e s i g n e e  a n d  t h e  m o r t g a g e  o p e r a t i o n s  d i r e c t o r  o f  
t h e  C o r p o r a t i o n .  T h e  A H F C  b o a r d  o f  d i r e c t o r s  
m u s t  b e  n o t i f i e d  o f  t h e  C o r p o r a t i o n ’s a p p r o v a l  
o f  a  n o n - o w n e r  o c c u p i e d  l o a n  i n  e x c e s s  o f  
S 7 5 0 . 0 0 0 .  E a c h  m o r t g a g e  l o a n  p u r c h a s e d  b y  t h e  
C o r p o r a t i o n  a s  p a r t  o f  t h e  r u r a ,  n o n - o w n e r  
o c c u p i e d  m o r t g a g e  p u r c h a s e  p r o g r a m  m u s t

( 1 )  b e  s e r v i c e d  b y  a  s e l l e r / s e r v i c e r  a p p r o v e d  
b y  t h e  C o r p o r a t i o n ;

( 2 )  b e  t h e  s u b j e c t  o f  ( A )  i n s u r a n c e  d e s c r i b e d  
i n  ( 5 )  o f  t h i s  s u b s e c t i o n  t o  t h e  e x t e n t  d e t e r ­
m i n e d  n e c e s s a r y  b y  t h e  C o r p o r a t i o n ,  ( B )  f e d e r a l  
i n s u r a n c e  o r  ( C )  f e d e r a l  g u a r a n t e e .  T h e  b e n e f i t  
o f  t h e  i n s u r a n c e  o r  g u a r a n t e e  s h a l l  b e  p a y a b l e  t o  
t h e  C o r p o r a t i o n ;  -

( 3 )  c o n s t i t u t e  a  f ir s t  o r ,  f o r  p u r p o s e s  o f  s u b ­
s t a n t i a l  r e h a b i l i t a t i o n  ( 5 0  p e r c e n t  o r  m o r e ) ,  a  
s e c o n d  l i e n  o n  r e a l  e s t a t e  i n  f e e  s i m p l e ,  o n  a  
l e a s e h o l d  e s t a t e ,  o r  o n  l a n d s  s u b j e c t  t o  c o n v e y ­
a n c e  u n d e r  A N S C A  s u b j e c t  t o  p e r m i t t e d  
e n c u m b r a n c e s ;

( 4 )  b e  f o r  c o m p l e t e d ,  n o n - o w n e r  o c c u p i e d  
r e s i d e n t i a l  h o u s i n g ,  t h e  m o r t g a g e  o f  w h i c h  s h a l l  
b e  e l i g i b l e  f o r  p u r c h a s e  b y  t h e  C o r p o r a t i o n  
u n d e r  t h e  a c t ;

( 5 )  b e  i n s u r e d  b y  t i t l e  i n s u r a n c e  a n d  h a z a r d  
i n s u r a n c e  w h i c h  m a y  b e  p r o v i d e d  i n  w h o l e  o r  i n  
p a r t  f r o m  t h e  r u r a l  h o u s i n g  t i t l e  i n s u r a n c e  f u n d  
a n d  r u r a l  h o u s i n g  h a z a r d  i n s u r a n c e  f u n d ,  t o  t h e  
e x t e n t  d e t e r m i n e d  n e c e s s a r y  b y  t h e  C o r p o r a t i o n .

( d )  T h e  l o a n  a m o u n t s  a n d  l o a n  t e r m s  o n  
m o r t g a g e s  p u r c h a s e d  a s  p a r t  o f  t h e  r u r a l  n o n -  
o w n e r  o c c u p i e d  m o r t g a g e  p r o g r a m  s h a l l  b e  as 
s e t  f o r t h  i n  t h i s  s u b s e c t i o n

( 1 )  T h e  l o a n - t o - v a l u e  r a t i o  o n  l o a n s  p u r c h a s e d  
u n d e r  t h e  r u r a l  n o n - o w n e r  o c c u p i e d  m o r t g a g e  
p u r c h a s e  p r o g r a m  s h a l l  n o t  e x c e e d  8 0  p e r c e n t .

( 2 )  I n  t h e  e v e n t  t h e  l o a n  p u r c h a s e d  b y  t h e  
C o r p o r a t i o n  is  a  s e c o n d  d e e d  o f  t r u s t  f o r  t h e  
s u b s t a n t i a l  r e h a b i l i t a t i o n  ( 5 0  p e r c e n t  o r  m o r e )  
o f  a  n o n - o w n e r  o c c u p i e d  p r o p e r t y  t h e  s u m  o f  
t h e  p r i n c i p a l  b a l a n c e  o f  t h e  f ir s t  a n d  s e c o n d  
d e e d s  o f  t r u s t  s h a l l  n o t  e x c e e d  8 0  p e r c e n t  o f  
v a l u e .

( 3 )  T h e  m a x i m u m  l o a n  a m o u n t  o n  n o n -  
o w n e r  o c c u p i e d  s i n g l e - f a m i l y  r e s i d e n c e s  t h r o u g h  
f o u r - p l e x e s  s h a l l  b e  t h e  f o l l o w i n g :

N u m b e r  o f  U n i t s  M a x i m u m  L o a n
1 S I  6 0 , 5 0 0

2  2 0 5 , 2 0 0
3 2 4 7 , 6 5 0
4  3 0 7 , 9 5 0

15-46.96d
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S t a n d a r d  d e v i a t i o n s  f r o m  t h e  m i n i m u m  
c o n s t r u c t i o n  s t a n d a r d s  w h i c h  w i l l  p e r m i t  w a t e r  
h o l d i n g  t a n k s ,  o n - s i t e  w a t e r  a n d  s e w e r  s y s t e m s ,  
f o u n d a t i o n s ,  a r d  o t h e r  d e v i a t i o n s  as  s p e c i f i c  
c i r c u m s t a n c e s  w a r r a n t ,  a r e  h e r e b y  e s t a b l i s h e d  i f  
a n d  t o  t h e  e x t e n t  a n  i n s p e c t i n g  e n g i n e e r  h a s  
c e r t i f i e d  t h a t  t h e  c h a r a c t e r i s t i c s  o f  s u c h  p h y s i c a l  
c o n s t r u c t i o n  w i l l  n o t  i m p a i r  ' b e  h e a l t h  o r  s a f e t y  
o f  t h e  o c c u p a n t s  o f  t h e  r e s i d e n c e  a n d  w i l l  n o t  
r e d u c e  t h e  u s e f u l  l i f e  o f  t h e  r e s i d e n c e  b e l o w  t h e  
t e r m  o f  t h e  m o r t g a g e  l o  i n .  T h e  C o r p o r a t i o n  w i l l  
r e q u i r e  as  a  c o n d i t i o n  t o  i t s  p u r c h a s i n g  a  
m o r t g a g e  l o a n ,  a  w a i v e r  a n d  r e l e a s e  f r o m  e a c h  
b o r r o w e r  t o  t h e  e f f e c t  t h a t  t h e  C o r p o r a t i o n  is  
n o t  r e s p o n s i b l e  f o r  a n y  f a i l u r e  o f  t h e  r e s i d e n c e  
t o  m e e t  m i n i m u m  c o n s t r u c t i o n  s t a n d a r d s  o r  b e  
w i t h i n  s t a n d a r d  d e v i a t i o n s  a n d  f o r  e v e r y  o t h e r  
m a t t e r  a n d  t h i n g  r e l a t i n g  t o  t h e  c o n s t r u c t i o n  o r  
s u i t a b i l i t y  o f  t h e  r e s i d e n c e s  w h e t h e r  o r  n o t  
c a u s e d  b y  a c t i o n  o r  i n a c t i o n  o f  t h e  i n s p e c t i n g  
e n g i n e e r  o r  a n y  o t h e r  p e r s o n .  T h e  i n s p e c t i n g  
e n g i n e e r  w i l l  n o t  b e  h i r e d  b y  o r  h a v e  a n y  r e l a ­
t i o n s h i p  t o  t h e  C o r p o r a t i o n  w h a t s o e v e r .  T h e  
C o r p o r a t i o n  w i l l  c a u s e  t o  h a v e  p r i n t e d  i n  p l a i n  
E n g l i s h  a n  a p p r o p r i a t e  f o r m  o f  r e l e a s e  t o  t h e  
a b o v e  e f f e c t  t o  b e  e x e c u t e d  b y  e a c h  b o r r o w e r  
p r r r  t o  p u r c h a ’i n g  t h e  m o r t g a g e  l o a n  a n d  s h a l l  
i n c o r p o r a t e  s u c h  r e l e a s e  i n  s u c h  l o a n  d o c u m e n t s  
a s  i t  d e t e r m i n e s .  ( E f f .  2 / 1 7 / 8 2 ,  R e g .  8 2 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 9 8 ( b )  a n d  ( e )

1 5  A A C  1 1 8 . 2 7 0 .  S E R V I C I N G  F E E .  R e p e a l e d  
2 / 1 7 / 8 2 .

1 5  A A C  1 1 8 . 2 7 2 .  A P P E A L S  P R O C E D U R E ,
( a )  A  d e c i s i o n  b y  t h e  C o r p o r a t i o n  n o t  t o  
p u r : h a s e  a  m o r t g a g e  l o a n ,  i n c l u d i n g  w i t h o u t  
l i m i t a t i o n  a n  a c t i o n  d e n y i n g  o r  e f f e c t i v e l y  d e n y ­
i n g  t h e  p u r c h a s e  o f  a  m o r t g a g e  l o a n ,  m a y  b e  
a p p e a l e d  t o  t h e  a p p e a l s  c o m m i t t e e  b y  t h e  
s e l l e r / s e r v i c e r  o f  t h e  m o r t g a g e  l o a n  o r ,  i n  t h e  
c a s e  o f  f h e  d e n i a l  o f  a p p r o v a l  f o r  a  h o u s i n g  p r o ­
j e c t ,  a n u  s e l l e r / s e r v i c e r  s p o n s o r i n g  t h a t  p r o j e c t .

( b )  T h e  a p p e a l s  c o m m i t t e e  s h a l l  c o n s i s t  o f

( 1 )  t h e  e x e c u t i v e  d i r e c t o r  o f  t h e  C o r p o r a t i o n ;

( 2 )  a  m e m b e r  o f  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  
C o r p o r a t i o n  d e s i g n a t e d  b y  t h e  c h a i r p e r s o n ;  a n d

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

I f  t h e  e x e c u t i v e  . i r e c t o r  o r  a  c o m m i s s i o n e r  
a p p o i n t e d  b y  t h e  c h a i r p e r s o n  f r o m  t h e  b o a r d  o f  
d i r e c t o r s ,  b e c o m e s  u n a v a i l a b l e  t o  s i t  o n  t h e  
a p p e a l s  c o m m i t t e e ,  e a c h  m a y  d e s i g n a t e  a 
r e p l a c e m e n t  t o  a s s u m e  I d s  o r  h e r  d u t i e s  o n  t h e  
c o m m i t t e e  u n t i l  s u c h  t i m e  as h e  o r  s h e  b e c o m e s  
a v a i l a b l e .  T h e  e x e c u t i v e  d i r e c t o r  a n d  t h e  
a p p o i n t e d  b e a r d  m e m b e r  o r  t h e i r  d e s i g n e e s  m a y  
s e l e c t  d i f f e r e n t  m e m o e r s  o f  t h e  p r i v a t e  l e n d i n g  
c o m m u n i t y  f o r  p a r t i c u l a r  a p p e a l s  as  t h e  c i r c u m ­
s t a n c e s  w a r r a n t .

( c )  A  d e c i s i o n  b y  t h e  C o r p o r a t i o n  d e c l i n i n g  
t h e  a p p r o v a l  o f  a  m o r t g a g e  l o a n  s u b m i t t e d  b y  a  
s e l l e r / s e r v i c e r  m u s t

( 1 )  b e  i n  w r i t i n g ;

( 2 )  s p e c i f i c a l l y  s e t  f o r t h  t h e  r e a s o n ( s )  r e l i e d  
u p o n  t o  d e c l i n e  t h e  p u r c h a s e ;

( 3 )  b e  d a t e d  a n d  s i g n e d  o n  b e h a l f  o f  t h e  
C o r p o r a t i o n ;  a n d

( 4 )  b e  m a i l e d  o r  d e l i v e r e d  t o  t h e '  s e l l e r /  
s e r v i c e r .

( d )  A  s e l l e r / s e r v i c e r  m a y  a p p e a l  a  d e c i s i o n  o f  
t h e  C o r p o r a t i o n  d e c l i n i n g  t h e  a p p r o v a l  o f  a  
m o r t g a g e  l o a n  b y  s u b m i t t i n g  a  w r i t t e n  n o t i c e  o f  
a p p e a l .  T h e  n o t i c e  o f  a p p e a l  m u s t

( 1 )  s e t  f o r t h  t h e  r c a s o n ( s )  s u p p o r t i n g  t h e  
a p p e a l ;

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

( 3 )  b e  r e c e i v e d  b y  t h e  C o r p o r a t i o n  w i t h i n  1 0  
w o r k i n g  d a y s  f r o m  t h e  d a t e  o f  t h e  d e c i s i o n  o f  
t h e  C o r p o r a t i o n  d e c l i n i n g  p u r c h a s e .

i i )  T h e  a p p e a l s  c o m m i t t e e  s h a l l  r e v i e w  t h e  
a i p e a l  a n d  i s s u e  a  w r i t t e n  a p p e a l  d e c i s i o n  
w i t h i n  1 5  d a y s  a f t e r  t h e  C o r p o r a t i o n ' s  r e c e i p t  o f  
t h e  n o t i c e  o f  a p p e a l .  S u c h  a  d e c i s i o n  s h a l l

( 1 )  b e  s i g n e d  b y  t h e  e x e c u t i v e  d i r e c t o r  o f  t h e  
C o r p o r a t i o n  o r  l i i s  d e s i g n e e ;  a n d

U )  s p e c i f i c a l l y  s e t  f o r t h  t h e  r e a s o n s  o f  t h e  
a p p e a l s  c o m m i t t e e  f o r  a c  o p t i n g  o r  r e j e c t i n g  t h e  
a p p e a l .
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A R T I C L E  2 .
A L A S K A  H O U S I N G  F I N A N C E  

C O R P O R A T I O N

S e c t i o n  
210. 
220. 
2 3 0 .  
2 3 5 .  
2 4 0 .  
2 5 0 .  
2 6 0 .  
2 6 3 .  
2 6 7 .  
2 7 0 .  
2 7 2 .  
2 8 0 .  
2 8 2 .  
2 9 0 .  
3 0 0 .

3 0 5 .
3 1 0 .
3 1 5 .
3 2 0 .
3 2 5 .
3 3 0 .
3 3 5 .
3 4 0 .
3 4 2 .
3 4 4 .
3 4 5 .  
4 0 0 .

4 0 5 .
4 1 0 .
4 1 5 .
4 1 7 .

4 2 0 .
4 2 5 .
4 3 0 .
4 4 0 .
4 5 0 .

4 9 0 .

4 9 2 .
4 9 4 .

5 0 0 .
5 1 0 .
5 2 0 .

( R e p e a l e d )
( R e p e a l e d )
( R e p e a l e d )
G e n e r a l  p r o v i s i o n s  
P u b l i c  n o t i c e  o f  m e e t i n g  
D e t e r m i n a t i o n  o f  i n t e r e s t  r a t e s  
P u r c h a s e s  o f  l o a n s  f r o m  s e l l e r / s e r v i c e r s  
C o n t r a c t o r  p r e r e q u i s i t e s  f o r  l o a n s  
A s s u m p t i o n s  o f  m o r t g a g e  l o a n s  
( R e p e a l e d )
A p p e a l s  p r o c e d u r e  
G e n e r a l  h o u s i n g  p r o g r a m s  
M o b i l e  h o m e  l o a n  p r o g r a m  
i R e p e a l e d )
S p e c i a l  m o r t g a g e  l o a n  p u r c h a s e
p r o g r a m  s c o p e
B o r r o w e r  e l i g i b i l i t y
L o a n  t e r m s
( R e p e a l e d )
( R e p e a l e d )
( R e p e a l e d )
( R e p e a l e d )
(Repealed)
( R e p e a l e d )
H o m e  o w n e r s h i p  a s s i s t a n c e  p r o g r a m  
F a i r b a n k s  N o r t h  S t a r  B o r o u g h  p r o g r a m  
( R e p e a l e d )
Q u a l i f i e d  m o r t g a g e  b o n d  p r o g r a m  
( s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  
p r o g r a m )
S i n g l e - f a m i l y  r e s i d e n c e s  
O w n e r s h i p  r e q u i r e m e n t s  
P u r c h a s e  o r i c c  r e q u i r e m e n t s  
A l l o c a t i o n  o f  p r o c e e d s  a f t e r  S e p t e m b e r  
3 . 1 9 8 2
Q u a l i f i e d  h o m e  i m p r o v e m e n t  l o a n s  
Q u a l i f i e d  r e h a b i l i t a t i o n  l o a n  
Q u a l i f i e d  m o r t g a g e  l o a n s  
L o a n  t e r m s
P u r c h a s e  o f  q u a l i f i e d  m o r t g a g e  l o a n s  
f r o m  s e l l e r / s e r v i c e r s  
Q u a l i f i e d  v e t e r a n s ’  m o r t g a g e  b o n d  
p r o g r a m  ( s p e c i a l  m o r t g a g e  l o a n  
p u r c h a s e  p r o g r a m )
Q u a l i f i e d  v e t e r a n s ’ m o r t g a g e  l o a n s  
P u r c h a s e  o f  q u a l i f i e d  v e t e r a n s '  
m o r t g a g e  l o a n s  f r o m  s e l l e r / s e r v i c e r s  
V e t e r a n s
D u t y  i n  a r m e d  f o r c e s  
D u t y  i n  p u b l i c  h e a l t h  s e r v i c e

5 3 0 .  D u t y  i n  N a t i o n a l  O c e a n i c  a n d
A t m o s p h e r i c  A d m i n i s t r a t i o n  o r  i n  C o a s t  
a n d  G e o d e t i c  S u r v e y  

5 4 0 .  D u t y  i n  U n i t e d  S t a t e s  M i l i t a r y .  A i r
F o r c e .  C o a s t  G u a r d ,  o r  N a v a l  A c a d e m y  

5 5 0 .  D u t y  i n  A l a s k a  N a t i o n a l  G u a r d  o r  A i r  
N a t i o n a l  G u a r d  

5 6 0 .  T r a v e l  t o  o r  f r o m  d u t y  
5 7 0 .  S p o u s e s
5 8 0 .  E v i d e n c e  o f  q u a l i f i c a t i o n s  
9 0 0 .  D e f i n i t i o n s

Ed itor's N ote : The A bska Housing Finance C orpo ra tion  regula­
tions, exempt from  the Adm inistrative Procedure Act tiling 
requirements by AS I8 .5 6 .0 f . . ta ) . have been vo lun ta rily  filed  
under AS 4 4 ,6 2 .1 2 0 . They lave not been reviewed and approved 
by the Departm ent o f  t jw  under AS 4 4 .8 2 .0 6 0 . and do  not 
fu lly  con fo rm  to the Drat' ing Manual fo r  Adm inistrative Regula­
tions (A S  4 4 .6 2 .0 5 0 ) ,

Ed itor's N ote : As o f  Reg iitcr 7 8 . the A laska Housing Finance 
C o rp o ra tion  regu lations which were fo rm e r ly  located in 3 AAC 
9 2 . have been transferred to IS  AAC 118 in recognition o f  the 
re location  made by ch. 106 SLA  1980 .

1 5  A A C  1 1 8 . 2 1 0 .  A U T H O R I T Y  F O R  A N D  
S C O P E  O F  R E G U L A T I O N S .  R e p e a l e d  9 / 1 7 / 8 1 .

1 5  A A C  1 1 8 . 2 2 0 .  B O R R O W E R  E L I G I B I L I T Y .
R e p e a l e d  9 / 1 7 / 8 1 .

1 5  A A C  1 1 8 . 2 3 0 .  L O a N  T E R M S .  R e p e a l e d  
9 / 1 7 / 8 1 .

1 5  A A C  1 1 8 . 2 3 5 .  G E N E R A L  P R O V I S I O N S .  
E x c e p t  a s  o t h e r w i s e  p r o v i d e d ,  t h e  p r o v i s i o n s  
o f  1 5  A A C  1 1 8 . 2 3 5  -  1 5  A A C  1 1 8 . 2 7 5  a p p l y  
t o  a l l  p r o g r a m s  o f  t h e  C o r p o r a t i o n .  ( E f f .  
2 / 1 7 / 8 2 .  R e g .  8 2 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 8 8

1 5  A A C  1 1 8 . 2 4 0 .  P U B L I C  N O T I C E  O F  
M E E T I N G ,  ( a )  E x c e p t  i n  t h e  c a s e  o f  a  m e e t i n g  
o f  t h e  b o a r d  a t  w h i c h  t h e  i s s u a n c e  o f  C o r p o r a ­
t i o n  b o n d s  is  a u t h o r i z e d ,  n o t  m o r e  t h a n  t w o  
w e e k s  a n d  n o t  l e s s  t h a n  f i v e  d a y s  b e f o r e  e a c h  
m e e t i n g ,  t h e  C o r p o r a t i o n  s h a l l  g i v e  p u b l i c  n o t i c e  
o f  t h e  t i m e ,  p l a c e  a n d  s u b j e c t  o f  t h e  m e e t i n g .  
I n  t h e  c a s e  o f  a m e e t i n g  o f  t h e  b o a r d  at w h i c h  
t i i e  i s s u a n c e  o f  C o r p o r a t i o n  b o n d s  is a u t h o r i z e d ,  
t h e  C o r p o r a t i o n  s h a l l  g i v e  p u b l i c  n o t i c e  o f  t h e  
t i m e ,  p l a c e ,  a n d  s u b j e c t  o f  t h e  m e e t i n g  at  l e a s t  
2 4  h o u r s  b e f o r e  t h e  m e e t i n g .  N o t i c e  w i l l  b e  
g i v e n  b y  a d v e r t i s e m e n t  i n  a  n e w s p a p e r  o f  s t a t e ­
w i d e  c i r c u l a t i o n .

f

1 5-46.96



Register 85, April 1983 R E V E N U E 1 5  A A C  I 1 8 . 2 4 0  
1 5  A A C  1 1 8 . 2 6 0

c

( b )  T h e  C o r p o r a t i o n  w i l l ,  i n  its  d i s c r e t i o n ,  
e s t a b l i s h  a d d i t i o n a l  p r o c e d u r e s  t o  i n s u r e  t h a t  t h e  
p u b l i c  h a s  a  r e a s o n a b l e  o p p o r t u n i t y  t o  b e  h e a r d  
a n d  t l n . t  b u s i n e s s  at  m e e t i n g s  w i l l  b e  c o n d u c t e d  
i n  a n  o r d e r l y  p r o c e s s .  ( E f f .  1 1 / 2 9 / 7 8 ,  R e g .  6 8 ;  
a m  8 / 1 7 / 8 2 ,  R e g .  8 3 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 4 0 ( d )

1 5  A A C  1 1 8 . 2 5 0 .  D E T E R M I N A T I O N  O F  
I N T E R E S T  R A T E S ,  ( a )  T h e  C o r p o r a t i o n  s h a l l  
e s t a b l i s h  a n d  w i l l ,  i n  i t s  d i s c r e t i o n ,  f r o m  t i m e  t o  
t i m e  r e v i s e  r a t e s  o f  i n t e r e s t  o n  m o r t g a g e  l o a n s . T h e  
r a t e s  o f  i n t e r e s t  s o  e s t a b l i s h e d  a n d  r e v i s e d  s h a l l

( 1 )  n o t  e x c e e d  t h e  l e g a l  r a t e  o f  i n t e r e s t  o n  
s u c h  l o a n s  i n  t h e  S t a t e  o f  A l a s k a ;

( 2 )  b e  a d e q u a t e  t c  i n s u r e  t h e  f i n a n c i a l  
v i a b i l i t v  o f  t h e  C o r p o r a t i o n ’ s b o n d  a n d  n o t e  
f i n a n c i n g  p r o g r a m s  a n d  i n  a c c o r d  w i t h  c o n t r a c t s  
e n t e r e d  i n t o  w i t h  b o n d h o l d e r s  a n d  n o t e h o l d e r s ;

( 3 )  c o m p l y  w i t h  a l l  p r o v i s i o n s  o f  l a w ,  i n c l u d ­
i n g  U n i t e d  S t a t e s  T r e a s u r y  r e g u l a t i o n s ,  a p p l i c a b l e  
t o  t h e  C o r p o r a t i o n  a n d  i t s  m o r t g a g e  l o a n s ;  a n d

( 4 )  b e  d e s i g n e d  t o  p r o m o t e  t h e  u s e  o f  t h e  
p t o g r a m s  b y  q u a l i f y i n g  r e s i d e n t s  o f  t h e  s t a t e .

( b )  T h e  b o a r d  m a y  d e l e g a t e  t h e  p o w e r  t o  
r e v i s e  i n t e r e s t  r a t e s  o n  m o r t g a g e  l o a n s  t o  i t s  
e x e c u t i v e  d i r e c t o r .  ( E f f .  1 1 / 2 9 / 7 8 ,  R e g .  6 8 )  

A u t h o r i t y :  A S  1 8 . 5 6 . 0 5 0
A S  1 8 . 5 6 . 0 9 0 ( 3 )

1 5  A A C  1 1 8 . 2 6 0 .  P U R C H A S E S  O F  L O A N S  
F R O M  S E L L E R / S E R V I C E R S ,  ( a )  S u b j e c t  t o  
t h e  a v a i l a b i l i t y  o f  f u n d s  t te C o r p o r a t i o n  w i l l ,  
i n  i ts  d i s c r e t i o n ,  p u r c h a s e  m o r t g a g e  l o a n s  f r o m  
o r i g i n a t i n g  m o r t g a g e  l e n d e r s  ( “ s e l l e r / s e r v i c e r s ” )  
u n d e r  t h e  f o l l o w i n g  t e r m s  a n d  c o n d i t i o n s :

( 1 )  T h e  s e l l e r / s e r v i c e r  m u s t

( A )  b e  a p p r o v e d  b y  F H A  o r  F N M A  o r  
c o n s t i t u t e  a  r e g i o n a l  h o u s i n g  a u t h o r i t y  u n d e r  
A S  1 8 . 5 5 ;  a n d

( B )  b e  a p p r o v e d  b y  t h e  C o r p o r a t i o n  as  
m e e t i n g  s u c h  f r ' t s  as t o  f i n a n c i a l  v i a b i l i t y ,  i n ­
s t a t e  s c r v i c . n g  c a p a b i l i t i e s  a n d  g e n e r a l  
c a p a c i t y  t o  a c t  a s  a  s e l l e r / s e r v i c e r ,  as t h e  
C o r p o r a t i o n  m a y  d e t e r m i n e .

( 2 )  A s  a c o n d i t i o n  t o  p u r c h a s e  o f  m o r t g a g e  
l o a n s ,  a  s a le s  a n d  s e r v i c i n g  a g r e e m e n t  w i l l  b e  
e n t e r e d  i n t o  b e t w e e n  t h e  s e l l e r / s e r v i c e r  a n d  t h e  
C o r p o r a t i o n  w h i c h  m u s t

( A )  p r o v i d e  t h e  m e t h o d s  w h e r e b y  
d e l i n q u e n t  c o l l e c t i o n s  a n d  f o r e c l o s u r e s  w i l l  
b e  u n d e r t a k e n  b y  t h e  s e l l e r / s e r v i c e r ;

( B )  p r o v i d e  f o r  p e r i o d i c  r e p o r t s  t o  b e  
p r o v i d e d  t o  t h e  C o r p o r a t i o n  b y  t h e  s e l l e r /  
s e r v i c e r ;  a n d

( C )  r e q u i r e  t h e  s e l l e r / s e r v i c e r  t c  s e r v i c e  
m o r t g a g e s  i n  a c c o r d a n c e  w i t h  a c c e p t a b l e  
m o r t g a g e  p r a c t i c e s  o f  p r u d e n t  l e n d i n g ,  i n c l u d ­
i n g ,  b u t  n o t  l i m i t e d  t o ,  t h e  e x e r c i s i n g  o f  
d i l i g e n c e  i n  c o l l e c t i n g  a m o u n t s  d u e  u n d e r  
m o r t g a g e s .

( 3 )  T h e  s e l l e r / s e r v i c e r  m u s t  p r o v i d e  a  b o n d  
d e c . e d  s u f f i c i e n t  b y  t h e  C o r p o r a t i o n  t o  p r o t e c t  
t h e  C o r p o r a t i o n  a g a i n s t  e r r o r s ,  o m i s s i o n s  a n d  
f r a u d .

( 4 )  A  m o r t g a g e  l o a n  m a y  b e  p u r c h a s e d  f r o m  
a  s e l l e r / s e r v i c e r  o n l y  a f t e r  t h e  s e l l e r / s e r v i c e r  h a s  
c o m p l e t e d  a n  a p p l i c a t i o n  as  d e s c r i b e d  i n  a 
s e l l e r / s e r v i c e r  g u i d e .  A  s e l l e r / s e r v i c e r  g u i d e  s h a l l

( A )  b e  p r e p a r e d  a n d  r e v i s e d  as d e e m e d  
n e c e s s a r y  b y  t h e  e x e c u t i v e  d i r e c t o r ;

( B )  e s t a b l i s h  f o r  t h e  t i m e l i n e s s  o f  r e p o r t s  
a n d  r e m i t t a n c e  o f  f u n d s ,  a p p r a i s a l  p r o c e d u r e s ,  
d o c u m e n t s  n e c e s s a r y  f o r  c r e d i t  d e t e r m i n a t i o n  
a n d  o t h e r  p r o c e d u r e s  c u s t o m a r i l y  r e q u i r e d  b y  
p r u d e n t  m o r t g a g e  l e n d e r s ;

( C )  p r o v i d e  f o r  t h e  f o r m  o f  a l l  a p j .  ^ c a -  
t i o n s  f o r  m o r t g a g e  l o a n s ;

( D )  p r o v i d e  a  l i s t  o f  c o m p l e t e d  d o c u ­
m e n t s  a - i d  m a t e r i a l s  r e q u i r e d  t o  a c c o m p a n y  
t h e  a p p l i c a t i o n  f o r m s  i n c l u d i n g  p r o o f  o f  
b o r r o w e r  e l i g i b i l i t y  a n d  f i n a n c i a l  c a p a c i t y  a n d  
o t h e r  d o c u m e n t a t i o n  c u s t o m a r i l y  r e q u i r e d  b y  
p r u d e n t  m o r t g a g e  l e n d e r s ;

( E )  p r o v i d e  a  f o r m  o f  a  c  n t r a c t  o f  c o m ­
m i t m e n t  o r  a p p r o v a l  f o r m ;  a n d
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( F )  r e q u i r e  s u b m i s s i o n  o f  o t h e r  d o c u ­
m e n t s  a n d ^  m a t e r i a l s  a s  d e e m e d  n e c e s s a r y  o r  
d e s i r a b l e  b y  t h e  e x e c u t i v e  d i r e c t o r .

( 5 )  P r i o r  t o  s u b m i t t i n g  a  m o r t g a g e  l o a n  f o r  
p u r c h a s e  b y  t h e  C o r p o r a t i o n ,  t h e  s e l l e r / s e r v i c e r  
m u s t  s u b m i t  f o r  a p p r o v a l  a  c o m p l e t e  l o a n  
a p p l i c a t i o n  w i t h  s u p p o r t i n g  d o c u m e n t s  as 
d e s c r i b e d  i n  p a r a g r a p h  4 ;

( 6 )  T h e  C o r p o r a t i o n  h e r e b y  d e s i g n a t e s  t h e  
J u d i c i a l  D i s t r i c t s  o f  t h e  S t a t e  o f  A l a s k a  e s t a b ­
l i s h e d  a n d  d e s c r i b e d  p u r s u a n t  t o  A S  2 2 . 1 0 . 0 1 0  
f o r  t h e  p u r p o s e  o f  a l l o c a t i n g  m o n e y  f o r  t h e  
p u r c h a s e  o f  m o r t g a g e  l o a n s .  T h e  C o r p o r a t i o n  
w i l l  a l l o c a t e  a m o u n t s  o n  t h e  b a s i s  o f  r e c e n t  a n d  
f u t u r e  a n t i c i p a t e d  l e n d i n g  a c t i v ' t i e s  o f  t h e  
f i n a n c i a l  i n s t i t u t i o n s  ( s e l l e r / s e r v i c e r s )  as  w e l l  as  
u p o n  t h e  p o t e n t i a l  n e e d  f o r  m o r t g a g e  l o a n s  i n  
e a c h  J u d i c i a l  D i s t r i c t  o f  t h e  s t a t e  a s  i t  d e t e r m i n e s  
is  r e q u i r e d  b a s e d  o n  t h e  m o s t  c u r r e n t  r e s e a r c h  
a n d  i n f o r m a t i o n  r e a s o n a b l y  a v a i l a b l e  t o  i t .  F r o m  
t i m e  t o  t i m e  t h e  C o r p o r a t i o n  w i l l  r e a l l o c a t e  
a m o u n t s  a m o n g  t h e  J u d i c i a l  D i s t r i c t s  a s  i t  d e t e r ­
m i n e s  a p p r o p r i a t e  t o  r e f l e c t  t h e  c h a n g e s  i n  
l e n d i n g  a c t i v i t y  o r  n e e d  i n  t h e  J u d i c i a l  D i s t r i c t s ;

( 7 )  T h e  C o r p o r a t i o n  s h a l l  p r o v i d e  f o r  a  p r o ­
c e d u r e  o f  c o m m i t m e n t  b y  s e l l e r / s e r v i c e r s  t o  
d e l i v e r  q u a l i f y i n g  m o r t g a g e s  f o r  p u r c h a s e  b y  t h e  
C o r p o r a t i o n  a t  a n  i n t e r e s t  r a t e  f i x e d  i n  t h e  
c o m m i t m e n t .  T h e  c o m m i t m e n t  p r o c e d u r e  s h a l l  
p r o v i d e  f o r  c o m m i t m e n t s  t o  p u r c h a s e  m o r t g a g e s  
b y  t h e  C o r p o r a t i o n  f o r  a n  i n i t i a l  p e r i o d  o f  1 2 0  
d a y s  f r o m  t h e  d a t e  t h e  c o m m i t m e n t  is  s i g n e d  b y  
t h e  C o r p o r a t i o n  a n d  s h a l l  p r o v i d e  f o r  p a y m e n t  
o f  a  c o m m i t m e n t  f e e  o f  o n e - h a l f  o f  o n e  p e r c e n t  
o f  t h e  p r i n c i p a l  a m o u n t  o f  t h e  m o r t g a g e  w i t h  
e x t e n s i o n s  o f  3 0 - d a y  p e r i o d s  u p  t o  9 0  d a y s  u p o n  
p a y m e n t  o f  a n  e x t e n s i o n  f e e  t o  t h e  C o r p o r a t i o n  
o f  o n e - h a l f  o f  o n e  p e r c e n t  o f  t h e  m o r t g a g e  f o r  
e a c h  3 0 - d a y  e x t e n s i o n .  T h e  p r o c e d u r e s  s h a l l  
f u r t h e r  p r o v i d e

( A )  f o r  p r i o r  a p p r o v a l  o f  p r o p e r t y  a n d  
c r e d i t  o n  a  m o r t g a g e  w i t h o u t  a c o m m i t m e n t  
t o  a s p e c i f i c  i n t e r e s t  r a t e  a t  a  f e e  e q u a l  t o  o n e -  
h a l f  o f  o n e  p e r c e n t  o f  t h e  m o r t g a g e ;

( B )  f o r  a p p l i c a t i o n  o f  t h e  p r i o r  a p p r o v a l  
o f  p r o p e r t y  a n d  c r e d i t  f e e  a g a i n s t  a n y  s u b s e ­
q u e n t  c o m m i t m e n t  f e e  f o r  s u c h  p e r i o d  o f  
t i m e  as  m a y  b e  s e t  f o r t h  i n  t h e  c o m m i t m e n t  
p r o c e d u r e ;

( C )  t h a t  u p o n  c a n c e l l a t i o n  o r  e x p i r a t i o n  
o f  a c o m m i t m e n t ,  a  r e q u e s t  f o r  a  f u t u r e  
c o m m i t m e n t  f o r  a  m o r t g a g e  a t  a  r a t e  l o w e r  
t h a n  t h a t  p r e v i o u s l y  c o m m i t t e d  t o  w i l l  n o t  
b e  a c c e p t e d  f o r  a  p e r i o d  o f  9 0  d a y s  a f t e r  t h e  
d a t e  o f  c a n c e l l a t i o n  o r  e x p i r a t i o n  o f  t h e  p r i o r  
c o m m i t m e n t ;  p r o v i d e d ,  h o w e v e r ,  i f  a  r a t e  
r e d u c t i o n  b e c o m e s  a v a i l a b l e  b e c a u s e  t h e  
a p p l i c a t i o n  h a s  b e e n  m a d e  u n d e r  a  d i f f e r e n t  
p r o g r a m  o f  t h e  C o r p o r a t i o n  t h e  r a t e  f o r  t h e  
r e f i l e d  a p p l i c a t i o n  s h a l l  b e  t h e  r a t e  e s t a b ­
l i s h e d  f o r  t h a t  p r o g r a m  a t  t h e  t i m e  t h e  
o r i g i n a l  c o m m i t m e n t  w a s  m a d e  b y  t h e  C o r ­
p o r a t i o n ;  a n d

( D )  f o r  o t h e r  d e t a i l s  n e c e s s a r y  f o r  t h e  
o p e r a t i o n  o f  t h e  c o m m i t m e n t  p r o c e d u r e .

( b )  T h e  e x e c u t i v e  d i r e c t o r  s h a l l  e s t a b l i s h  a n d  
m a y  f r o m  t i m e  t o  t i m e  r e v i s e  t h e  f o r m s  o f  s e l l e r /  
s e r v i c e r  g u i d e  a n d  s e l l e r / s e r v i c e r  a g r e e m e n t s  
c o n s i s t e n t  • v i t h  t h e  p r o v i s i o n s  o f  t h e s e  R e g u l a ­
t i o n s .

( c )  T h e  a u t h o r i t y  t o  m a k e  o r  p u r c h a s e  
m o r t g a g e  l o a n s  a n d  e n t e r  i n t o  s e l l e r / s e r v i c e r  
a g r e e m e n t s  a n d  t o  a d m i n i s t e r  a l l  t h e  t e r m s  a n d  
p r o v i s i o n s  t h e r e o f  a n d  o f  t h e  s e l l e r / s e r v i c e r  
g u i d e  is  d e l e g a t e d  t o  t h e  e x e c u t i v e  d i r e c t o r .

( d )  T h e  C o r p o r a t i o n  w i l l ,  i n  its  d i s c r e t i o n ,  
a l l o w  t h e  s e l l e r / s e r v i c e r  t o  c o l l e c t  a  s e r v i c i n g  f e e  
i n  a n  a m o u n t ,  w h i c h  m a y  b e  e x p r e s s e d  a s  a  
p e r c e n t a g e .  ( E f f .  1 1 / 2 9 / 7 8 ,  R e g .  6 8 ;  a m  5 / 9 / 8 0 ,  
R e g .  7 8 ;  a m  2 / 1 7 / 8 2 ,  R e g .  8 2 ;  a m  8 / 1 7 / 8 2 ,  R e g .  
8 3 ;  a m  1 / 4 / 8 3 ,  R e g .  8 5 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 9 0 ( 3 ) , ( 6 )  a n d  ( 1 7 )  
A S  1 8 . 5 6 . 0 9 6 ( 3 )
A S  1 8 . 5 6 . 0 9 8 ( e )
A S  1 8 . 5 6 . 1 0 5

1 5  A A C  1 1 8 . 2 6 3 .  C O N T R A C T O R  P R E R E ­
Q U I S I T E S  F O R  L O A N S ,  ( a )  T h e  C o r p o r a t i o n  
w i l l  n o t  m a k e ,  p a r t i c i p a t e  i n  t h e  m a k i n g  o f ,  p u r ­
c h a s e ,  o r  p a r t i c i p a t e  i n  t h e  p u r c h a s e  o f  a  m o r t ­
g a g e  ' o a n  t o  f i n a n c e  t h e  p u r c h a s e  o f  n e w  
h o u s i n g  o r  f o r  t h e  i m p r o v e m e n t  o r  r e h a b i l i t a t i o n  
o f  e x i s t i n g  h o u s i n g ,  u n l e s s  t h e  c o n s t r u c t i o n ,  i m ­
p r o v e m e n t ,  o r  r e h a b i l i t a t i o n  w o r k  h a s  b e e n  p e r ­
f o r m e d  b y  a  c o n t r a c t o r  w h o  is  r e g i s t e r e d  t o  
w o r k  a s  a  c o n t r a c t o r  u n d e r  A S  0 8 . 1 8  o n  t h e  
d a t e  t h e  w o r k  o n  t h e  h o u s i n g  c o m m e n c e s  a n d  
t h r o u g h o u t  t h e  p e r i o d  o f  s u c h  w o r k .
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( b )  T h i s  s e c t i o n  d o e s  n o t  a p p l y  i f  t h e  c o n s t r u c ­
t i o n ,  i m p r o v e m e n t ,  o r  r e h a b i l i t a t i o n  w o r k

( 1 )  h a s  b e e n  t o t a l l y  o r  s u b s t a n t i a l l y  p e r ­
f o r m e d  b y  t h e  b o r r o w e r ;

( 2 )  h a s  b e e n  p e r f o r m e d  b y  a  b o r r o w e r  w h o  
a c t s  a s  t h e  c o n t r a c t o r  f o r  t h e  c o n s t r u c t i o n ,  
i m p r o v e m e n t ,  o r  r e h a b i l i t a t i o n  w o r k ;  o r

( 3 )  h a s  b e e n  p e r f o r m e d  i n  a n  a r e a  d e s i g n a t e d  
b y  t h e  C o r p o r a t i o n  a s  e x e m p t  f r o m  t h e  r e q u i r e ­
m e n t s  o f  t h i s  s e c t i o n  b e c a u s e  o f  t h e  u n a v a i l ­
a b i l i t y  o f  r e g i s t e r e d  c o n t r a c t o r s  i n  t h a t  a r e a .  
( E f f .  1 0 / 2 7 / 8 2 ,  R e g .  8 4 )

A u t h o r i t y :  A S  1 8 . 5 6 . 0 9 6

1 5  A A C  1 1 8 . 2 6 7 .  A S S U M P T I O N S  O F  
M O R T G A G E  L O A N S ,  ( a )  A  c l a u s e  i n  s u b s t a n ­
t i a l l y  t h e  f o l l o w i n g  f o r m  m a y  b e  i n s e r t e d  i n  t h e  
C o r p o r a t i o n ’ s s t a n d a r d  D e e d  o f  T r u s t  f o r  a  
m o r t g a g e  l o a n  w h i c h  is  n o t  t h e  s u b j e c t  o f  f e d e r a l  
i n s u r a n c e  o r  g u a r a n t e e :

L e n d e r  m a y ,  a t  L e n d e r ’ s o p t i o n ,  d e c l a r e  a l l  
t h e  s u m s  s e c u r e d  b y  t h i s  D e e d  o f  T r u s t  t o  b e  
i m m e d i a t e l y  d u e  a n d  p a y a b l e  i f  e i t h e r  ( 1 )  t h e  
p r o p e r t y  c e a s e s  t o  b e  t h e  p r i n c i p a l  r e s i d e n c e  
o f  t h e  B o r r o w e r ,  o r  ( 2 )  i f  a l l  o r  a n y  p a r t  o f  
t h e  P r o p e r t y  o r  a n  i n t e r e s t  t h e . s i n  is  s o l d  o r  
t r a n s f e r r e d  b y  B o r r o w e r  w i t h o u t  L e n d e r ’s 
p r i o r  w r i t t e n  c o n s e n t  e x c l u d i n g  ( a )  t h e  
c r e a t i o n  o f  a  l i e n  o r  e n c u m b r a n c e  s u b o r d i n a t e  
t o  t h i s  D e e d  o f  T r u s t ,  ( b )  t h e  c r e a t i o n  o f  a  
p u r c h a s e  m o n e y  s e c u r i t y  i n t e r e s t  f o r  h o u s e ­
h o l d  a p p l i a n c e s ,  ( c )  a  t r a n s f e r  b y  d e v i s e ,  
d e s c e n t  o r  b y  o p e r a t i o n  o f  l a w  u p o n  t h e  
d e a t h  o f  a  j o i n t  t e n a n t  o r  ( d )  t h e  g r a n t  o f  a n y  
l e a s e h o l d  i n t e r e s t  o f  t h r e e  y e a r s  o r  le s s  n o t  
c o n t a i n i n g  a n  o p t i o n  t o  p u r c h a s e .

i n  Ir is o p i n i o n  a  c l a u s e  i n  t h e  C o r p o r a t i o n ’ s 
D e e d  o f  T r u s t  i n  t h e  f o r m  o f  t h a t  s e t  f o r t h  i n
( a )  o f  t h i s  s e c t i o n  w o u l d  j e o p a r d i z e  o r  n u l l i f y  
m o r t g a g e  i n s u r a n c e  •" •v 'e r a g e ,  t h e  c l a u s e  m a y  b e  
m o d i f i e d  as  t h e  . . c c u t i v e  d i r e c t o r  d e e m s  
n e c e s s a r y  t o  p r e s e r v e  m o r t g a g e  i n s u r a n c e  
c o v e r a g e .

( c )  T h e  e x e c u t i v e  d i r e c t o r  m a y  a l s o  f o r m u l a t e  
a  c l a u s e  f o r  t h e  C o r p o r a t i o n ’ s D e e d  o f  T r u s t  f o r  
m o r t g a g e  l o a n s  t o  b e  f i n a n c e d  w i t h  t h e  p r o c e e d s  
o f  Q u a l i f i e d  M o r t g a g e  B o n d s  p u r s u a n t  t o  
S e c t i o n  1 0 3 A  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  
p r o v i d i n g  f o r  a c c e l e r a t i o n  o f  o r  i n c r e a s e  i n  l o a n  
r a t e  o n  s u c h  m o r t g a g e s  a n d  o t h e r w i s e  a s  m a y  
b e  n e c e s s a r y  i n  h i s  v i e w  t o  c a u s e  s u c h  m o r t g a g e  
l o a n  t o  c o m p l y  w i t h  t h e  p r o v i s i o n  o f  s a i d  
S e c t i o n  1 0 3  A .

( d )  A t  s u c h  t i m e  a s  r e g u l a t i o n s  o r  p r o c e d u r e s  
o f  t h e  F H A  a n d  Y A  p e r m i t ,  a  c l a u s e  o r  c l a u s e s  
i n  s u b s t a n t i a l l y  t h e  f o r m  o r  f o r m s  s e t  f o r t h  i n  
t h i s  s e c t i o n ,  w i t h  s u c h  v a r i a t i o n s  a s  r e q u i r e d  
u n d e r  s a i d  r e g u l a t i o n s  o r  p r o c e d u r e s ,  m a y  b e  
s e t  f o r t h  i n  t h e  s t a n d a r d  D e e d  o f  T r u s t  f o r  
m o r t g a g e  l o r .n s  g u a r a n t e e d  o r  i n s u r e d  b y  F H A  
o r  V A .  ( E f f .  2 / 1 7 / 8 2 ,  R e g .  8 2 )

A u t h o r i t y :  i S  1 8 . 5 6 . 0 8 8

1 5  A A C  1 1 8 . 2 6 9 .  M I N I P  j M  C O N S T R U C ­
T I O N  S T A N D A R D S  A N D  S T A N D A R D  
D E V I A T I O N .  T h e  m i n i m u m  c o n s t r u c t i o n  
s t a n d a r d s  f o r  r e s i d e n c e s  s e c u r i n g  m o r t g a g e  l o a n s  
o f  t h e  C o r p o r a t i o n  a r e  e s t a b l i s h e d  a s  t h e  c o n ­
s t r u c t i o n  s t a n d a r d s  w h i c h ,  i n  t h e  o p i n i o n  o f  
t h e  C o r p o r a t i o n ,  a r e  a c c e p t a b l e  w i t h i n  t h e  
c o m m u n i t y  w i t h i n  w h i c h  t h e  r e s i d e n c e  is  l o c a t e d .

I f  L e n d e r  e x e r c i s e s  s u c h  o p t i o n  t o  a c c e l e r a t e ,  
L e n d e r  s h a l l  m a i l  B o r r o w e r  n o t i c e  o f  a c c e l e r ­
a t i o n  i n  a c c o r d a n c e  w i t h  p a r a g r a p h  1 4  h e r e o f .  
S u c h  n o t i c e  s h a l l  p r o v i d e  a  p e r i o d  o f  n o t  l e s s  
t h a n  3 0  d a y s  f r o m  t h e  d a t e  t h e  n o t i c e  is 
m a i l e d  w i t h i n  w h i c h  B o r r o w e r  m a y  p a y  t h e  
s u m s  d e c l a r e d  d u e .  I f  B o r r o w e r  f a i l s  t o  p a y  
s u c h  s u m s  p r i o r  t o  t h e  e x p i r a t i o n  o f  s u c h  
p e r i o d ,  L e n d e r  m a y  w i t h o u t  f u r t h e r  n o t i c e  
o r  d e m a n d  o n  B o r r o w e r ,  i n v o k e  a n y  r e m e d i e s  
p e r m i t t e d  b y  p a r a g r a p h  1 8  h e r e o f .

( b )  A t  t h e  o p t i o n  o f  t h e  e x e c u u v e  d i r e c t o r ,  i f

15-46.96b. 1



LOAN SUMMARY -  MORTGAGES PURCHASED 

RECEIVING HOME OWNERSHIP SUBSIDY

ALASKA HOUSING FINANCE CORPORATION

JULY -  FEB

S a l e s  P r i c e

A p p r a i s e d  V a l u e

N o t e  Amou nt

M o n t h l y  Income

Age o f  B o r r o w e r

S i z e  o f  H o u s e h o l d

Loan t o  S a l e s  P r i c e  R a t i o

W e i g h t e d  A v e r a g e  I n t .  R a t e

M o n t h l y  P 4 I Pa ym en t

Owe M i n g  T y p e 

SFR 

Condo 

PUD

New /Ex  i s t  i ng 

New

E x i  s t i n g

F i r s t  T im e  Homeowner  

Yes  

No

I n s u r a n c e  Typ e 

FHA 

VA

CQNV

E l i g i b l e  S t a t e  V e t e r a n  

N o n - E l i g i b l e  S t a t e  V e t e r a n

FY '31  

6 7 , 1 4 2  

6 8 , 3  IP 

6 3 , 1 8 3  

I ,9 0 5  

2 9 . 6  

1.8 

9 4 .  10 

9 . 9 8

227

141

13

381

57

324

381

289

92

381

381

381

7
374

381 100.00

J
,1 FY '3 2 f) FY '  33

6 8 , 5 8 4 73,991

6 9 , 5 6 3 7 4 , 9 0 3

6 4 ,3 8 1 6 9 , 4 1 0

1 , 9 5 2 1, 9 8 7

3 0 . 0 2 9 . 5

1.9 1 -.9

9 3 . 7 4 93.31

1 1 .1 2 10 .5 5

6 2 0 . 1 8 6 3 7 . 8 8

5 9 . 5 8  • 398 4 4 . 0 8 267

3 7 . 0 1 487 5 3 . 9 3 356

3 . 4 1 18 1. 99 5

1 0 0 . 0 0 903 1 0 0 . 0 0 628

1 4 . 9 6 272 3 0 . 1 2 426
8 5 . 0 4 631 6 9 . 8 8 202

1 0 0 . 0 0 903 1 0 0 . 0 0 628

7 5 . 8 5 639 7 0 . 7 6 480

2 4 .  15 264 2 9 . 2 4 148

1 0 0 . 0 0 903 1 0 0 . 0 0 628

1 0 0 . 0 0 903 1 0 0 . 0 0 628

1 0 0 . 0 0 903 1 0 0 . 0 0 628

1 .8 4 1 1 1 . 2 2 45

9 8 .  16 392 9 8 . 7 8 583

903 100.00

Jn

4 2 . 5 2

5 6 . 6 8

.8 0

100.00

6 7 . 8 3  

3 2 . 1 7  

100.00

7 6 . 4 3

2 3 . 5 7

100.00

628

100.00
100.00

7.  17 

9 2 . 8 3  

100.00

O r i g i n a l  B a l a n c e  

c f  16

24,072,600.00 58,136,000.00 45,589,200.00

-3 8 -
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P O S I T I O N  P A P E R

RE CS F o r  H B  302 (CkRA)

S P O N S O R :  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e  

P r o g r a m  E f f e c t s  of  B i l l

S e c t i o n  1 e l i m i n a t e s  t h e  o n e  y e a r  r e s i d e n c y  r e q u i r e m e n t s
a f f e c t i n g  v e t e r a n s .  T h e  n e w  p r o v i s i o n  a l l o w s  a g r e a t e r  n u m b e r  
o f v e t e r a n s  t o  q u a l i f y  f o r  a 1% r e d u c t i o n  in i n t e r e s t  r a t e s  o n  
m o r t g a g e s  f o r  u r b a n  n o n c o n f o r m i n g  m o r t g a g e  l o a n s .  T h e  d i v i s i o n  
c o n c u r s  w i t h  t h i s  s e c t i o n .

S e c t i o n  3 c r e a t e s  a r e v o l v i n g  l c ^ nysfvnd in t h e  d i v i s i o n .  T h e  
c r e a t i o n  o f  a r e v o l v i n g  l o a n  i j n dJ»will p e r m i t  the d i v i s i o n  to  
r e t a i n  p r i n c i p a l  payme ntt fV V r ^ s e i v e d  f r o m  b o r r o w e r s .  T h e  
r e v o l v i n g  l o a n  fund, in  tifoeX^fi.11 r e d u c e  f u t u r e  c a p i t a l  b u d g e t  
r e q u e s t s .  T h e  d i v i s i o n  is iAi c o n c u r r e n c e  w i t h  t h i s  S e c t i o n .

S e c t i o n  4 c r e a t e s  w i t h i n  the d i v i s i o n  a H o m e  o w n e r s h i p

A s s i s t a n c e  F u n d .  T h e  c r e a t i o n  of t h i s  fund, a n d  t h e  s u b s i d y  it 
. p r o v i d e s  w i l l  a s s i s t  l o w  a n d  m o d e r a t e  i n c o m e  p e r s o n s  in 
p u r c h a s i n g  s i n g l e  f a m i l y  h o m e s .  T h e  im p a c t ,  b o t h  f i s c a l  a n d  in 
a c t i v i t y  w i l l  b e  t r e m e n d o u s .  T h e  s u b s i d y  f u n d  w i l l  a l l o w  
p e r s o n s  w h o  o r d i n a r i l y  w o u l d  n ot  q u a l i f y  fo r  a h o u s i n g  l o a n  to
d o  so. T h e  d i v i s i o n  e x p e c t s  t o  e x p e n d  a l a r g e  p o r t i o n  of its
l o a n  f u n d  a l l o c a t i o n  in t h i s  area. T h e  d i v i s i o n  is in f a v o r  of 
the  c r e a t i o n  o f t h i s  fund.

S e c t i o n  5 r e p e a l s  th e  l a w  m a n d a t i n g  an  8 0 % / 2 0 %  s p l i t  in  l o a n  
f u n d  a l l o c a t i o n s  fo r n o n c o n f o r m i n g  h o u s i n g  lo a n s .  C u r r e n t l y  
r u r a l  A l a s k a  r e c e i v e s  80% of t he  f u n d i n g .  S e c t i o n  5 w i l l  a l s o  
a l l o w  the d i v i s i o n  to  a l l o c a t e  n o n c o n f o r m i n g  f u n d s  in a m o r e  
p r o d u c t i v e  m a n n e r .  In a d d i t i o n  to  e l i m i n a t i n g  t h e  8 0 % / 2 0 %  
s p l i t  in n o n c o n f o r m i n g  lo a ns ,  S e c t i o n  5 w i l l  e l i m i n a t e  a s e c o n d  
r u r a l  d e f i n i t i o n .  T h e  d i v i s i o n  c o n c u r s  w i t h  t h i s  S e c t i o n .

S e c t i o n  6 p r o v i d e s  fo r an  i m m e d i a t e  e f f e c t i v e  d a t e  f o r a l l  
S e c t i o n s .  T h e  d i v i s i o n  f e e l s  t h e  e f f e c t i v e  d a t e  of S e c t i o n  4 
of th i s b i l l  s h o u l d  b e  J a n u a r y  1, 1 98 4.  T h i s  d a t e  w i l l  a l l o w
t h e  d i v i s i o n  t i m e  t o  p r o p e r l y  i m p l e m e n t  th e  p r o g r a m .  T h e  
d i v i s i o n  c o n c u r s  w i t h  t h i s  S e c t i o n .

2 1 . P I  LH
M a r k  L e w i s ,  C o m m i s s i o n e r



STATE OF ALASKA 
FISCAL NOTE Revision Date__________ , 1983

I. REOUEST II. FISCAL DETAIL
Bill/Resolution No.: CS for HB 302 Agency Affected: Cnim & Rea Aff?irc
Title: State Housing Loans_______________  Program Category Affected: Development
Sponsor: House CR&A committee_____________ BRU, Program of Subprogram^J Affected:
Requestor: HCRAC____________________________  Housing_Assistance______________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES 141 193 205 217 230

20.1 TRAVEL 41 44 46.1 48.9 51.8

30.) CONTRACTUAL r r ~ 13 13.5 14.3 15.2

400 COMMODITIES 29 31 32 ”33“ 34

500 EQUIPMENT 3 3.1 3.3 3.5 3.7

600 LAND & STRUCTURES •

700 GRANTS, CLAIMS, ETC

TOTAL OPERATING | 226 284. i 299.9 316.7 334.7
ANNUAL SUBSIDY 650 1,000 1,200 1,350 1,700
CAPITAL 1 15,650 31.650 137,850 44.200 50,700 1
SUBSIDY (Cumulative) 650 1.650 2,850 4 ,2G0 5.700
REVENUE 350 2,150 4,250 6,650 9.350 1
REVENUE (Annual)

FUNDING: (Thousands of Dollars)
350 1,800 2,100 2,400 2,700

GENERAL FUND 15,650 31,650 37,850 44.200 .50,700
FEDERAL FUNDS 1
OTHER (Specify Source) !
Program Receipts 226 284.1 299.9 316.7 334.7

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

LO 5 5 5 5

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

Unused AIDA Certificates of Deposit. SLA 1982, Ch 114 CCSSB 322 
(See 9. Assumptions for Fiscal Note).

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By:______B. Morse-Quinn/R. Price____________    Phone: 272-4585

Division:__________Housing__Assistance Division'__________________ Date: 4/15/83

Approved by Commissioner:/ ^   ̂ / ' W  *— L.  Date: d//</7<7L

Department: Community__and Regional Affairs_________________

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
jtoJte£uestor__(jf_^^ from Sponsor) 3/S/831



Home Ownership Assistance Fund (HOAF) Assumptions for Fiscal Note

1. AHFC made 381 HOF loans in FY'81 for $24.7 million with an 
average loan amount of $64,829.00. AHFC made 903 HOF loans in 
FY'82 for $58.1 million with an average loan amount of 
$64,341.00. HAD's average loan amount is $87,500.00 HAD 
projects a FY'84 HOAF program of 176 loans at $85,000.03 each 
for a total of $15 million in loans made.

2. HAD projects a HOAF Program based on rural Alas'can needs as 
follows:

a. Dwellina Price Maximums
1 or 2 memDer family $100,000

3 member family 105,000

4 member family 110,000

5 or more member family 120,000

b. Income Maximums
Adult fanily members 30,000

1st child 5,000
Each additional child 1,500
to program maximum of 39,000

c. Asset Maximums
* 3 times income for all borrowers

3. Subsidies are calculated for payments of 1 adult and 2 
children in rural Alaska to be subsidized from ratchet rate of 
10% to HOAF rate of 6%. Average salary is computed at $2,835 
per month with subsidy of $235.30 per month.

4. Capital projections assume accumulated subsidy projections. 
Annual subsidy rates are noted.

5. Revenue projections assume accumulated interest of 6%
returning to the General Fund. Annual interest earnings are 
noted. Principal repayment is assumed to revolve back to the 
fund and is not calculated as revenue.

6. Position requests assume a specialization of duties and can
absorb the year round program levels projected with no 

increased staff.

7. Travel is assumed to reflect both direct and indirect lending
services of the divis on. FY'34 travel reflects the following 

specific assumptions:

2,500 Loan Examiner I to hearings in six field locations
3,600 Accountant, 6 trips to Juneau

5,000 Central office to bring field staff for training
on new program

30,000 6 field offices (? 5,000 each for increased direct
services and program outreach



Page 2

8. Contractual assumptions were as follows:
8.500 New regulations - HOAF
3.500 Computer programming

9. Commodities assumptions were based on present cost of 
equipment for desks, chairs, files, HANG stations and data 
processing equipment.

10. Equipment is assumed at $500 per new position plus $500 for 
sxtra supplies to field.

11. Annual projections carry a 5% inflation calculation.

Notes for Form 13 Calculations

1. All salaries are based on GGU Salary Schedule for A ranges 
effective 1/1/83 for number of months requested.

2. Benefits were calculated at .0513 of gross salaries.

3. Supplemental benefits were calculated at DCRA F Y '84 variable 
rate of .1537.

4. Fixed benefits were calculated at gross salary x 240.

Notes for Personal Services Category Projections

1. F Y '84 impacts for new positions varied between 12 and 5
months. F Y '85 projections assume all positions at 12 month
plus 6% salary inflation costs. Subsequent years assume only 
annual inflation rate of 62.

Notes for Revenue Projections

1. Monthly distribution of capital funds and, therefore, monthly 
interest calculations due on payments of first year operations 
cannot be accurately projected until program becomes 
operational. These figures are division's best estimates.



April 6, 1983 
Proposed House Eill 302

REMARKS BY REPRESENTATIVE RICK UEHLIMG

The bill before you today is House Bill 302, "An Act relating to the 
Alaska Housing Finance Corporation; relating to rural and nonconforming 
housing loans; and providing for an^ffective date." It makes a number 
of substantive changes in the pr^£ntv.AHFC p r o g r a m .

First, it establishes a new* lim±t'"t>f $250,000 for first mortgages 
purchased by AHFC —  thqrpby deleting the prevision that loan limits be 
tied to the Federal vMortgage Association limits. For example,
the total amount loaned-^for a single family residence is $160,000 under 
FNMA limits. The legislation before you raises that limit to $250,000.

Secondly, it eliminates the "Roger's Ratchet" and sets a flat four 
percent subsidy on all loans up to $90,000. Over that, the cost of 
funds are the determining factor. Essentially, this bill eliminates 
unnecessary language in present statute and allows the subsidy to be at 
a constant level. This gives AHFC and the Legislature a consistent 
level of appropriation for future fiscal years. In essence, this 
streamlines and simplifies present law.

Thirdly, this legislation cleans up existing statute in the section 
defined as "eligible veteran" by deleting questionable residency
requirements and changing the National Guard and Reserve service
r e t i r e m e n t . This change has been suggested by the Governor in HB 305.

Fourthly, this bill makes the retention of a financial advisor by the
AHFC for the negotiation of private sales of bonds optional instead of 

mandatory.

The fifth, and final, point I would like to make is that tliis 
legislation repeals the allocation formula for nonconforming housing, 

which is based on population.
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T h e  H o n o r a b l e  R i c k  U e h l i n g  
R e p r e s e n t a t i v e  l % u Y  \
A l a s k a  S t a t e  L e g i s l a t u r e  «.* v U v '

P o u c h  V  t \ Y >
J u n e a u ,  A K  9 9 8 1 1  \ •

D e a r  R e p r e s e n t a t i v e  L a h l i n g :

P e r  y o u r  r e q u e s t ,  th e  f o l l o w i n g  i n f o r m a t i o n  p r o v i d e s  fo r a 
g e n e r a l  o v e r v i e w  of t h e  p r o p o s e d  H o m e  O w n e r s h i p  A s s i s t a n c e  F u n d  
to be c r e a t e d  in th e D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s .

P u r p o s e

" T h e  H o m e  O w n e r s h i p  A s s i s t a n c e  F u n d  (HOAF) w i l l  c o n s i s t  of 
m o n e y  a p p r o p r i a t e d  to it by  th e  l e g i s l a t u r e .  M o n e y  in t h e  f u n d  
s h a l l  be u s e d  s o l e l y  to a s s i s t  p e r s o n s  of l o w e r  a n d  m o d e r a t e  
i n c o m e  to  p u r c h a s e  s i n g l e - f a m i l y  h o m e s  f i n a n c e d  u n d e r  
AS  4 4 . 4 7 . 3 6 0 - 4 4 . 4 7 . 5 6 0  by  p r o v i d i n g  a s u b s i d y  to t h o s e  p e r s o n s  
in t h e  a m o u n t  th a t is n e c e s s a r y  to r e d u c e  the a n n u a l  i n t e r e s t  
r a t e  p a i d  on the m o r t g a g e  l o a n  to si x p e r c e n t " . . .

F u n d i n g  R e q u e s t

T h e  f o l l o w i n g  is a b r e a k d o w n  of the t o t a l  a m o u n t  r e q u e s t e d  to 
f u n d  th e  HOAF:

1) T h e  a m o u n t  r e q u e s t e d  to c r e a t e  the  s u b s i d y  f u n d  is 
$ 6 5 0 , 0 0 0 .  T h i s  a m o u n t  w i l l  s u b s i d i z e  a p p r o x i m a t e l y  
176 lo ans .

2) T h e  a m o u n t  r e q u e s t e d  to f u n d  th e p r i n c i p l e  l o a n  a m o u n t  
of 176 l o a n  is $ 1 5 , 0 0 0 , 0 0 0 .

3) T h e  a m o u n t  r e q u e s t e d  as o p e r a t i n g  c a p i t a l  is $ 2 2 6 , 0 0 0 .

T h e  a m o u n t  r e q u e s t e d  to t o t a l l y  f u n d  th e  H O A F  is $ 1 5 , 8 7 6 , 0 0 0 .  
T h i s  r e q u e s t  is b a s e d  on an e f f e c t i v e  d a t e  of J a n u a r y  1, 1984.

L o w e r  to M o d e r a t e  I n c o m e  D a t a

I n c o m e  a n d  h o u s i n g  c o s t  d a t a  w e r e  o b t a i n e d  f r o m  d a t a  p u b l i s h e d  
by  t h e  U.S. B u r e a u  of the  C e n s u s ;  A l a s k a  S t a t e w i d e  H o u s i n g  
M e e d s  S t u d y  p r e p a r e d  by C H 2 M  H i l l ;  a n d  l o a n  f i l e  d a t a  or t h e  
H o u s i n g  A s s i s t a n c e  D i v i s i o n  (HAD) of th e  D e p a r t m e n t  of C o m m u n -  

21-pilh i t y  a n d  R e g i o n a l  A f f a i r s .



T h e  H o n o r a b l e  R i c k  U e h l i n g  
R e p r e s e n t a t i v e  
A p r i l  28, 1983 
P a g e  2

For  s p e c i f i c  d a t a  on m e d i a n  i n c o m e  l e v e l s  an d  a v e r a g e  h o u s i n g  
c o s t  for  r u r a l  A l a s k a ,  s e e  T a b l e s  1 a n d  2 b e l o w .

T A B L E  1

R u r a l  I n c o m e  % of P o p u l a t i o n

- $ 5 , 0 0 0 9.9
$ 5 , 0 0 0  - 9 , 9 9 9 12. 3

1 0 , 0 0 0  - 1 4 , 9 9 9 1 4. 1
1 5 , 0 0 0  - 1 9 . 9 9 9 10. 3

♦ 2 0 , 0 0 0  - 2 4 , 9 9 9 9.6
♦ ♦ 2 5 , 0 0 0  - 2 9 , 9 9 9 8.8

3 0 , 0 0 0  - 4 9 , 9 9 9 2 2 . 8
- 5 0 , 0 0 0 12. 2

♦ L o w e r  I n c o m e  $ 2 1 , 7 7 0  (9.6% of t o t a l  p o p u l a t i o n )
♦ ♦ M e d i a n  H o u s e h o l d  i n c o m e  $ 2 8 , 8 0 0  (8.8% of t o t a l  p o p u l a t i o n )
H O A F  t a r g e t  i n c o m e  g r o u p  $ 2 0 , 0 0 0  to 3 9 , 0 0 0  [ ( f i v e  or m o r e  
f a m i l y  m e m b e r s )  ( a p p r o x i m a t e l y  1 1 . 4 %  of  p o p u l a t i o n ] .
P e r c e n t a g e  of p o p u l a t i o n  r e a c h e d  by  H O A F  - 29 .8% .
P e r c e n t a g e  of p o p u l a t i o n  r e a c h e d  by  o t h e r  H A D  p r o g r a m s  - 35%.

T A B L E  2

R U R A L  N E W  C O N S T R U C T I O N  C O S T  1 9 8 1 - 8 2

M e d i a n M e d i a n M e d i a n M e d i a n
Sq Ft L a n d Sq Ft

R e g i o n a l  Cnt rs. S p a c e V a l u e C o s t Co st

N o m e $ 1 ,30 0 $ 1 5 , 0 0 0 $73 $ 1 1 0 , 0 0 0
K o t z e b u e 1 , 50 0 1 9 , 0 0 0 65 1 1 6 , 0 0 0
B e t h e l 1,300 1 7 , 0 0 0 85 1 2 8 , 0 0 0
D i l l i n g h a m 1 , 2 00 1 5 , 0 0 0 88 1 2 0 , 0 0 0
M o r e  R e m o t e  A r e a s 1 ,6 00 2 0 , 0 0 0 66 1 2 5 , 0 0 0

O v e r a l l  M e d i a n s $ 1 , 3 5 0 $ 1 7 , 0 0 0 $7 5 $ 1 1 8 , 2 5 0
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C o n c l u s i o n s

T h e  H o m e  O w n e r s h i p  A s s i s t a n c e  F u n d  w i l l  b e n e f i t  a p p r o x i m a t e l y  
2 9 . 8 %  of t h e  r u r a l  p o p u l a t i o n  or l o w e r  to mo  a r a t e  i n c o m e  g r o u p s  
e a r n i n g  $ 2 0 , 0 0 0  to $ 3 0 , 0 0 0  w i t h  an  e x t r a  a l l o w a n c e  for f i v e  or 
m o r e  m e m b e r  f a m i l i e s  w h i c h  w i l l  b r i n g  th e  m a x i m u m  i n c o m e  l i m i t  
to $ 3 9 , 0 0 0 .

E x i s t i n g  H A D  p r o g r a m s  a r e  p r o v i d i n g  m o r t g a g e  l o a n s  t o a p p r o x i­
m a t e l y  4 3 . 8 %  of t h e  r u r a l  p o p u l a t i o n .  T h i s  is b a s e d  o n the 
D i v i s i o n ' s  a v e r a g e  l o a n  a m o u n t  of $ 8 7 , 5 0 0 ,  a n d  th e i n c o m e  
r e q u i r e d  to r e c e i v e  t h i s  a m o u n t .  It is e s t i m a t e d  t h a t  the 
c r i t e r i o n  of t h e  H O A F  p r o g r a m  w i l l  a l l o w  t h e  D i v i s i o n  to r e a c h  
a p p r o x i m a t e l y  64%  of t h e r u r a l  p o p u l a t i o n .  B a s e d  on t h i s  i n f o r­
m a t i o n ,  t h e  D i v i s i c n  w i l l  e s t a b l i s h  i n c o m e  l i m i t a t i o n s  as 
f o l l o w s :

I n c o m e  M a x i m u m s

A d u l t  F a m i l y  M e m b e r s  $ 3 0 , 0 0 0
F i r s t  C h i l d  5 ,0 00
E a c h  A d d i t i o n  C h i l d  1, 500
T o  P r o g r a m  M a x i m u m  of 3 9 , 0 0 0

In l i g ht  of th e m e d i a n  c o s t  for n e w l y  c o n s t r u c t e d  h o m e s  in r u r a l  
A l a s k a  ( $ 1 1 8 , 2 5 0 ) ,  the D i v i s i o n  w i l l  e s t a b l i s h  d w e l l i n g  p r i c e  
m a x i m u m s  as f o l l o w s :

D w e l l i n g  P r i c e  M a x i m u m

O n e  or T w o  M e m b e r  F a m i l y  $ 1 0 0 , 0 0 0
T h r e e  M e m b e r  F a m i l y  1 0 5 , 0 0 0
F o u r  M e m b e r  F a m i l y  1 1 0 , 0 0 0
F i v e  or M o r e  M e m b e r  F a m i l y  1 2 0 , 0 0 0

It s h o u l d  be n o t e d  th a t n o t al l  h o u s i n g  w i l l  c o s t  $ 1 0 0 , 0 0 0  - 
$ 1 2 0 , 0 0 0 ,  a n d  t h a t  o n l y  m o d e r a t e  i n c o m e  w i l l  q u a l i f y  fo.1; the 
m a x i m u m  d w e l l i n g  m a x i m u m s .  L o w e r  i n c o m e  b o r r o w e r s  w i l l  q u a l i f y  
for l e s s  e x p e n s i v e  h o u s i n g  of a p p r o x i m a t e l y  $ 7 5 , 0 0 0  - $ 8 5 , 0 0 0 .  
At t h i s  p r i c e  level, lowej. i n c o m e  b o r r o w e r s  c a n  q u a l i f y  w h e n  the  
p r o p o s e d  s u b s i d y  s c h e d u l e  is a p p l i e d .
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A t t a c h e d  ( A t t a c h m e n t  A) is r e c o m m e n d e d  l a n g u a g e  for S e c t i o n  7 of 
CS H B 3 0 2  (H S C S L ) to f a c i l i t a t e  the H O A F  as o u t l i n e d  in t hi s
c o r r e s p o n d e n c e .

If we  c a n  be of a n y  f u r t h e r  a s s i s t a n c e ,  p l e a s e  g i v e  me  a ca ll.

C o m m i s s i o n e r

A t t a c h m e n t



A T T A C H M E N T  A

Sec. 4 4 . 4 6 . 3 8 2 .  H O M E  O W N E R S H I P  A S S I S T A N C E  F UND. (a) 

T h e r e  is c r e a t e d  in the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s ,  the h o m e  o w n e r s h i p  a s s i s t a n c e  fun. c o n s i s t i n g  o f  m o n e y  

a p p r o p r i a t e d  to it by t h e  l e g i s l a t u r e .  M o n e y  in the f u n d  s h a l l  

be u s e d  s o l e l y  to a s s i s t  p e r s o n s  of l o w e r  a n d  m o d e r a t e  i n c o m e  to 

p u r c h a s e  s i n g l e - f a m i l y  h o m e s  f i n a n c e d  u n d e r  AS 4 4 . 4 7 . 3 6 0  

4 4 . 4 7 . 5 6 0  b y  p r o v i d i n g  a s u b s i d y  to t h o s e  p e r s o n s  in an a m o u n t  

not g r e a t e r  th a n  the d i f f e r e n c e  b e t w e e n

(1) the a m o u n t  a n n u a l l y  r e q u i r e d  to p a y  the p r e v a i l­

ing i n t e r e s t  on a n d  p r i n c i p a l  of that p e r s o n ' s  l o a n  a n d  real 

p r o p e r t y  t a x e s  a n d  i n s u r a n c e  for the h o m e  p u r c h a s e d  w i t h  the 

loan; and

(2) t h e  a m o u n t  a n n u a l l y  r e q u i r e d  to p a y  an e f f e c t i v e  

i n t e r e s t  of 6% p e r  a n n u m  on a n d  p r i n c i p a l  of t h a t  p e r s o n ' s  loan 

a n d  real p r o p e r t y  t a x e s  a n d  i n s u r a n c e  for t h e  h o m e  p u r c h a s e d  

w i t h  the loan.

(3) che m a x i m u m  s u b s i d y  is e s t a b l i s h e d  at the a m o u n t  

r e q u i r e d  to r e d u c e  a b o r r o w e r ' s  a n n u a l  p a y m e n t  to t h e  a m o u n t  set 

in (2) of th i s  s e c t i o n .

(4) the d i v i s i o n  s h a l l  e s t a b l i s h  m a x i m u m  i n c o m e  to 

t o t a l  p a y m e n t  r a t i o s  as r e l a t e d  to the m a x i m u m  r c e n t a g e  a n d  

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

i n t e r e s t  t a x e s  a n d  i n s u r a n c e s ,  as w e l l  as m a x i m u m  i n c o m e  and 

d w e l l i n g  p r i c e s .

* Sec.  7.  AS 4 4 . 4 7  i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :
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( d )  In t h i s  s e c t i o n ,  " p e r s o n s  of l o w e r  a n d  m o d e r a t e

i n c o m e "  m e a n s  i n d i v i d u a l s  c o n s i d e r e d  b y  the d i v i s i o n  t o  r e q u i r e

a s s i s t a n c e  u n d e r  t h i s  s e c t i o n  b e c a u s e  of i n a d e q u a t e  i n c o m e  or 

o t h e r  l i m i t e d  p e r s o n a l  f i n a n c i a l  resourc-ec, t a k i n g  i n t o  c o n s i d­

e r a t i o n

(1) the a m o u n t  of t o t a l  i n c o m e  a v a i l a b l e  for h o u s i n g

n e e d s ;

(2) t h e  s i z e  of t h e  f a m i l y ;

(3) '-he c o s t  a n d  c o n d i t i o n  of a v a i l a b l e  h o u s i n g ;

(4, s t a n d a r d s  e s t a b l i s h e d  in v a r i o u s  f e d e r a l  p r o g r a m s

for d e t e r m i n i n g  e l i g i b i l i t y  b a s e d  on i n c o m e ;

(5) the a b i l i t y  to e n t e r  t h e  p r i v a t e  .lousing m a r k e t  

a n d  to p a y  m a r k e t  a m o u n t s  for d e c e n t ,  s a f e ,  a n ,  s a n i t a r y  h o u s­

ing; and

;6) o t h e r  f a c t o r s  c o n s i d e r e d  r e l e v a n t  by  t h e  d i v i s i o n .
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S U B J E C T :  C o m p a r i s o n  o f  H B  302, C S H B  3 0 2  (C&RA) a n d
H B  305

TO: R e p r e s e n t a t i v e  R i c k  U e h l i n g
C h a i r m a n ,  H o u s e  S p e c i a l  C o m m i t t e e  o n  L o a n s

F R O M :  L i n n  H. A s p e r
0  L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  a c o m p a r i s o n ^ 302, C S H B  3 0 2  (C&RA) 
a n d  H B  305 , c o n c e r n i n g  s t a t ^  hbuVii^gVLoan p r o g r a m s .

P r o v i s i o n s  t h a t  a r e  the^s'^\ji£v*in a l l  t h r e e  b i l l s :

S e c t i o n  6 o f  H B  302, c o n c e r n i n g  e l i g i b i l i t y  f o r  
v e t e r a n s  i n t e r e s t  r a t e s  o n  A H F C  l o a n s  (AS 1 8 . 5 6 . 1 0 1 ) ,  
is t h e  s a m e  as  Sec. 4 o f  H B  305 a n d  S e c .  1 o f  C S H B  302 
( C & R A ) .

S e c t i o n  7 o f  H B  302, c o n c e r n i n g  r e t e n t i o n  o f  a f i n a n -  
c i a l  a d v i s o r  f o r  A H F C  b o n d  sal e s ,  is t h e  s a m e  as S e c . 5 
of H B  305 a n d  Sec. 2 o f  C S H B  302 ( C & R A ) .

S e c t i o n  9 o f  H B  3C2, r e p e a l i n g  A S  4 4 . 4 7 . 3 3 5 ,  is e s s e n­
t i a l l y  t h e  s a m e  as Sec. 12 in H B  305 a n d  Sec. 5 o f  
C S H B  3 0 2  ( C & R A ) .

S e c t i o n  10 o f  H B  302 ( i m m e d i a t e  e f f e c t i v e  d a te) is 
e s s e n t i a l l y  t h e  s a m e  a s  Sec. 14 o f  H B  3 0 5  a n d  Sec. 6 o f  
C S H B  3 0 2  (C&RA).

P r o v i s i o n s  t h a t  a r e  t h e  s a m e  o r  s i m i l a r  i n  H B  302 a n d  
H B  305:

S e c t i o n s  4 a n d  5 o f  H B  302, c o n c e r n i n g  i n t e r e s t  r a t e s  
ror A H F C  l o a n s ,  a r e  s i m i l a r  t o  Secs. 3. t h r o u g h  3 of  
HB  305. E a c h  c h a n g e s  t h e  m e t h o d  of c a l c u l a t i n g  A H F C  
i n t e r e s t  r a t e s  in a s i m i l a r  m a n n e r .  H B  305 w o u l d  
i n c r e a s e  t h e  s u b s i d i z e d  p o r t i o n  of A H F C  l o a n s  f r o m  t h e
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p r e s e n t  $ 9 0 , 0 0 0  a m o u n t  to  $ 1 0 0 , 0 0 0 .  H B  3 0 2  m a k e s  n o  
c h a n g e  i n  t h e  s u b s i d i z e d  p o r t i o n  o f  A H F C  l o a n s .  H B  305
w o u l d  p u t  a 1 2 . 5  p e r c e n t  c e i l i n g  o n  A H F C  i n t e r e s t
r a t e s .  H B  3 0 2  p l a c e s  n o  c e i l i n g  on i n t e r e s t  r a t e s .

S e c t i o n  8 o f  H B  3 0 2., c o n c e r n i n g  a p p l i c a t i o n  o f  c e r t a i n  
p r o v i s i o n s  o f  t h e  Act,, is e s s e n t i a l l y  t h e  s a m e  as 
Sec. 11 o f  H B  305.

P r o v i s i o n s  t h a t  a r e  t h e  s a m e  i n  H B  305 a n d  C S H B  3 0 2  ( C & R A ) :

S e c t i o n  6 o f  H B  305 a n d  S e c . 3 o f  C H S B  3 0 2  (C&RA) w o u l d
m a k e  i t  c l e a r  t h a t  t h e  h o u s i n g  a s s i s t a n c e  l o a n  f u n d  
(AS 4 4 . 4 7 . 3 8 0 )  is a r e v o l v i n g  fund.

S e c t i o n  7 o f  H B  3 0 5  a n d  Sec. 4 of C S H B  3 0 2  (C&RA) w o u l d
e s t a b l i s h  a h o m e  o w n e r s h i p  a s s i s t a n c e  f u n d  i n  t h e
D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  for 
h o u s i n g  l o a n  a s s i s t a n c e  t o  l o w  a n d  m o d e r a t e  i n c o m e  
f a m i l i e s ,  s i m i l a r  t o  t h e  A H F C  h o m e  o w n e r s h i p  f u n d  
(AS 1 8 . 5 6 . 0 9 1 ) .

P r o v i s i o n s  t h a t  a r e  f o u n d  o n l y  i n  HB  302:

S e c t i o n s  1 t h r o u g h  3 o f  n B  302 w o u l d  h a v e  t h e  e f f e c t  o f  
i n c r e a s i n g  t h e  a m o u n t  o f  m o n e y  t h a t  c o u l d  b e  l o a n e d  f o r  
a s i n g l e - f a m i l y  r e s i d e n c e  f r o m  $ 1 6 0 , 0 0 0  t o  $ 2 5 0 , 0 0 0 .

P r o v i s i o n s  t h a t  a r e  f o u n d  o n l y  in HB 305:

S e c t i o n  8 o f  H B  3 0 5  w o u l d  a l l o w  a b o r r o w e r  to h a v e  b o t h  
a n o n c o n f o r m i n g  o r  r u r a l  h o u s i n g  l o a n  a n d  a l o a n  for 
n o n o w n e r  o c c u p i e d  h o u s i n g ,  a m e n d i n g  A S  4 4 . 4 7 . 3 9 0 .

S e c t i o n  9 o f  H B  305 w o u l d  a m e n d  the m e t h o d  o f  c o m p u t i n g  
I n t e r e s t  r a t e s  f o r  n o n c o n f o r m i n g  and r u r a l  h o u s i n g  
l o a n s  u n d e r  A S  4 4 . 4 7 . 4 1 0 .

S e c t i o n  10 o f  H B  305 w o u l d  r e d e f i n e  t h e  t e r m  " r u r a l "  as 
t h a t  t e r m  is u s e d  in c o n n e c t i o n  w i t h  n o n c o n f o r m i n g  a n d  
r u r a l  h o u s i n g  l o a n s  m a d e  o r  p u r c h a s e d  b y  t h e  D e p a r t m e n t  
o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s .

S e c t i o n  13 w o u l d  m a k e  S e c s .  7, 8, 10, a n d  12 o f  H B  305 
e f f e c t i v e  J a n u a r y  1, 1984.

L H A : 1 jb
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B ill Sheffield, Governor

POUCH K -  STATS CAPITOL JUNEAU. ALASKA 999! 1 PHONE: 19071465-3500

H o n o r a b l e  R i c k  U e h l i n g  
C h a i rm a n ,  S p e c i a l  C om m i t t e e  

on S t a t e  L o a n s  
.A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  AK 9 9 8 1 1

R e :  HB 302 -  and HB 31 5
D e a r  R e p r e s e n t a t i v e  U e h l i n g :

T h i s  l e t t e r  r e s p o n d s  t o  t h e  two i n q u i r i e s  i n  y o u r  l e t ­
t e r  o f  A p r i l  21  w h i c h  b r o a d l y  r e l a t e  t o  t h e  a m b i t  o f  t h e  d e d ­
i c a t e d  f u n d  p r o h i b i t i o n .  A l a s k a  C o n s t ,  e r t .  I X ,  s e c .  7 .

As we o r a l l y  a d v i s e d  a member o f  y o u r  s t a f f ,  t h e  p r o ­
v i s i o n s  i n  HB 3 0 2  and  HB 3 1 5  do n o t  r a i s e  q u e s t i o n s  u n d e r  t h e  
d e d i c a t e d  f u n d  p r o h i b i t i o n .

Y o u r  f i r s t  i n q u i r y  r e l a t e d  t o  t h e  c o n v e r s i o n  o f  t h e  
H o u s i n g  A s s i s t a n c e  L o a n  Fund (AS 4 4 . 4 7 . 3 8 0 )  t o  a r e v o l v i n g  l o a n  
f u n d .  As y o u  kn ow ,  t h e  r e v o l v i n g  l o a n  f u n d  p r e p a r e d  i n  t h e  b i l l  
r e t a i n s  o n l y  p r i n c i p a l  r e p a y m e n t s ;  i n t e r e s t  r e p a y m e n t s  r e v e r t  t o  
t h e  g e n e r a l  f u n d .  The D e p a r tm e n t  o f  Law h a s  p r e v i o u s l y  s t a t e d  
t h a t  we w i l l  d e f e n d  r e v o l v i n g  l o a n  f u n d s  e x p r e s s l y  e s t a b l i s h e d  by  
s t a t u t e  as' a p e r m i s s i b l e  e x c e p t i o n  t o  t h e  d e d i c a t e d  f u n d  p r o ­
h i b i t i o n .  S ee  1 9 8 2  A t t ' y  Gen. Op. # 1 3 ,  (N o v .  3 0 ) .

Y o u r  s e c o n d  i n q u i r y  a s k e d  w h e t h e r  i t  i s  " n e c e s s a r y  o r  
a d v i s a b l e "  t o  a p p r o p r i a t e  p r o g r a m  r e c e i p t s  t o  i n d i v i d u a l  l o a n  
f u n d s .  A g a i n ,  i t  i s  o u r  v i e w  t h a t  i t  i s  n o t  n e c e s s a r y  t o  a p p r o ­
p r i a t e  p r o g r a m  r e c e i p t s  on an a n n u a l  b a s i s  t o  a r e v o l v i n g  l o a n  
e s t a b l i s h e d  b y  s t a t u t e .  A q u e s t i o n  may e x i s t  i f  t h e  s t a t u t o r y  
p r o v i s i o n  e s t a b l i s h i n g  t h e  r e v o l v i n g  l o a n  f u n d  d o e s  n o t  e x p r e s s l y  
i d e n t i f y  w h e t h e r  r e p a y m e n t s  o f  b o t h  p r i n c i p a l  and  i n t e r e s t  r e v e r t  
t o  t h e  f u n d s .  1 /  As a g e n e r a l  p r o p o s i t i o n ,  a l o n g - s t a n d i n g  c o n ­
t e m p o r a n e o u s  c o n s t r u c t i o n  i s  e n t i t l e d  t o  s u b s t a n t i a l *  w e i g h t  i n

1 /  S e v e r a l  o f  t h e  f u n d s  i n  s e c t i o n s  3 and   ̂ o f  KB 3 1 5  a r e  e s t a b ­
l i s h e d  as  r e v o l v i n g  l o a n  f u n d s ,  b u t  t h e  s t a t u t o r y  p r o v i s i o n s  do 
n o t  s p e c i f y  w h i c h  p r o g r a m  r e c e i p t s  r e v o l v e .
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Hon .  R i c k  U e h l i n g  A p r i l  2 7 ,  1 9 83
HB 3 0 2  and HB 3 1 5  P ag e  2

a s s a y i n g  l e g i s l a t i v e  i n t e n t .  T h u s ,  i f  p r o g r a m  r e c e i p t s ,  i n c l u d ­
i n g  i n t e r e s t  r e p a y m e n t s ,  h a v e  b e en  r e t a i n e d  i n  a r e v o l v i n g  f u n d  
w h ic h  d o e s  n o t  s p e c i f i c a l l y  a u t h o r i z e  t h e  r e t e n t i o n  o f  i n t e r e s t  
r e p a y m e n t s ,  an a n n u a l  a p p r o p r i a t i o n  o f  t h e  'p r o g r am  r e c e i p t s  i s  
n o t  n e c e s s a r y .

I n  sum, we d o - n o t  s e e  any  n e e d  t o  amend HB 3 0 2  o r  HB 
3 1 5  t o  a c c o m p l i s h  t h e  a p p a r e n t  p o l i c y  o b j e c t i v e s .  P l e a s e  f e e l  
f r e e  t o  c a l l  i f  we can  p r o v i d e  any f u r t h e r  a s s i s t a n c e  on  t h i s  
m a t t e r .

NORMAN C. GORSUCH 
ATTORNEY GENERAL

A s s i s t a n t  A t t o r n e y  G e n e r a l
J B R : j b



BILL SHEFFIELD, GOVERNOR

D EP A R T M EN T  O F CO M M ERCE & 
ECO NO M IC  D EV ELO PM EN T

D IV IS IO N  OF LOANS AND  VETERANS A FFA IR S

POUCHDJUNEAU. ALASKA 99811 PHONE: 19071 465-2555
1907) 465-2510

April 26, 1983

APR 2  7 1983

Honorable Rick Uehling 
Representative 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Representative Uehling:

I have reviewed the DroDOsed amendment to the Alternative 
Energy d essentially allow

Our., es is amendment is
150 in the Fairbanks a n ^ ^ O  in the Anchorage area and an 
additional 50 in Sout^ea^VAlaska. The costs of purchase 
and installation of eaoh unit would average $10,000 to 
$15,00TT. Using a low figure of $10,000, the total dollars 
needed would amount to $3,500,000.

If we can be of further assistance, please do not hesitate 
to contact us.

loans

Sincerely,

ID. A. Hostak 
Director

DAH/kkkC37



Hla£fea g>tate Hegfelature
Representative John Ringstad While in Juneau 

Pouch V

Juneau, Alaska 99811 

(907) 465-4998

District 20-3 

P.O. Box 1548

Fairbanks. Alaska 99707 

(907) 456-8336

JlouSe of &epre£entat(be£

TO: R ep .  R i c k  U e h l i n g ,  C h a i rm an
House S p e c i a l  C om m i t tee  on S t a t e  L o an s

FROM: R ep .  J o hn  R i n g s t a d
RE : M u l t i f u e l  F u r n a c e s

DATE: A p r i l  1 9 ,  1 9 8 3

I n  1 9 8 2 ,  s e c t i o n  4 5 . 8 8 . 5 0 0  o f  t h e  A l a s k a  S t a t u t e s  was amended 
i n  C o n f e r e n c e  Comm i t tee  t o  e x c l u d e  f u r n a c e s  and wood s t o v e s  
f r o m  q u a l i f y i n g  f o r  l o a n s .  The e x c l u s i o n a r y  w o r d i n g  was n o t  
c l e a r  and t h e  A t t o r n e y  G e n e r a l ' s  i n t e r p r e t a t i o n  i n c l u d e d  any  
m u l t i f u e l ,  wood o r  c o a l  f u r n a c e .  T h i s  was n o t  t h e  i n t e n t  o f  
t h e  l e g i s l a t u r e .
A t t a c h e d  i s  an amendment w h ic h  w i l l  a l l o w  l o a n s  f o r  s u ch  
f u r n a c e s ,  and s t i l l  e x c l u d e  f i r e p l a c e s  and f i r e p l a c e  i n s e r t s  
and  d e c o r a t i v e  wood s t o v e s .

A l s o  a t t a c h e d  a r e  b r o c h u r e s  e x p l a i n i n g  two c o m p a n i e s ’ 
m u l t i f u e l  f u r n a c e s  w h ich  w o u ld  be  e l i g i b l e  u n d e r  t h i s  
amendmen t .
I n  FY 8 3 ,  t h e  A l t e r n a t i v e  T e c h n o l o g y  and E n e rg y  R e v o l v i n g  
L o a n  Fund had  a $ 4  m i l l i o n  a p p r o p r i a t i o n .  $ 2 . 8  m i l l i o n  had  
b e e n  l e n t  o r  c om m i t t e d  by March  3 1 .  1 9 8 3  and M r .  Don H o s t a k  
e x p e c t s  t o  u s e  t h e  f u l l  a p p r o p r i a t i o n  b y  J u n e  3 0 ,  1 9 8 3 .
I f  y o u  h a v e  any  q u e s t i o n s ,  p l e a s e  c o n t a c t  my a i d e ,  D ru e  
P e a r c e .
T h a n k  y o u .
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1 3 - 1 1 8 9  
A s p e r  
4 / 1 3 / 8 3  x/

IN  THE HOUSE RINGSTAD
HOUSE B I L L  NO.

IN  THE LEGISLATURE OF THE STATE OF ALASKA 
THIRTEENTH LEGISLATURE -  F IR S T  SESSION

A B I L L
F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  a l t e r n a t i v e  t e c h n o l o g y  and e n e r g y

l o a n s . "
BE I T  ENACTED BY THE LEGISLATURE OF THE STATF OF ALASKA:

*  S e c t i o n  1 ^  AS 4 3 . 8 8 . 5 0 0 ( 2 )  i s  amended b y  a d d i n g  a new s u b p a r a g r a p h  t o  

r e a d :
\  ( E )  a s t e a m ,  h o t  w a t e r ,  o r  d u c t e d  h o t  a i r  c e n t r a l

h e a t i n g  s y s t e m  t h a t  u s e s  s o l i d  f u e l .  |



•MEMORANDUM State of Alaska
t o :  Don A. H o s t a k ,  D i r e c t o r  

D i v .  o f  B u s i n e s s  L o an s  
and V e t e r a n s '  A f f a i r s  

D e p a r tm e n t  o f  Commerce F ILE  NO :

d a t e :  d u l y  2 9 ,  1 9 82  
e  n o -  3 6 6 - 0 0 6 - 8 3

and E c o n om ic  D e v e l o p m e n t t e l e p h o n e  n o :  4 6 5 - 3 6 0 0  e x .  62
f r o m :  WILSON L . CONDON 

ATTO
s u b j e c t :  A l t e r n a t i v e  E n e rg y  

Sy s tem s  
(AS 4 5 . 8 8 . 5 0 0 )

B y :
T e t e r  5 .  F r o e h l i c h  M  

A s s i s t a n t  A t t o r n e y  G e n e r a l
You  h a v e  a s k e d  t h i s  o f f i c e  w h e t h e r  f u r n a c e s  and b o i l e r s  

a r e  i n c l u d e d  w i t h i n  t h e  m ean in g  o f  " h e a t i n g • • s t o v e s "  i n  AS 4 5 . 8 8 .  
5 0 0 ( 3 ) .  T h a t  p a r a g r a p h ,  w h ic h  was added  b y  § 6 0 ,  c h .  1 1 3 ,  SLA 
1 9 8 2 ,  s p e c i f i c a l l y  e x c l u d e s  "w o od ,  c o a l ,  o r  m u l t i f u e l  h e a t i n g  
s t o v e s "  f r o m  t h e  d e f i n i t i o n  o f  " a l t e r n a t i v e  e n e r g y  s y s t em "  and 
t h e r e f o r e  f r o m  e l i g i b i l i t y  f o r  f i n a n c i n g  u n d e r  AS 4 5 . 8 8 .

The a n sw e r  t o  y o u r  q u e s t i o n  i s  YES .  T h i s  means t h a t
l o a n s  u n d e r  AS 4 5 . 8 8  may n o t  b e  u s e d  t o  f i n a n c e  any  h e a t i n g  d e ­
v i c e ,  w h e t h e r  i t  i s  c a l l e d  a s t o v e ,  f u r n a c e ,  o r  b o i l e r ,  u n l e s s  i t  
i s  a wood s t o v e  ( o r  wood f u r n a c e )  w i t h  a c a t a l y t i c  c o n v e r t e r  b e ­
c a u s e  o n l y  t h o s e  s t o v e s  a r e  s p e c i f i c a l l y  i n c l u d e d  b y  AS 4 5 . 8 8 .  
5 0 0 ( 2 ) ( D )  w h ic h  was added  b y  § 5 9 ,  ch .  1 1 3 ,  SLA 1 9 8 2 .  O f c o u r s e  
l o a n s  m a y _ a l s o  b e  u s e d  f o r  c a t a l y t i c  c o n v e r t e r s  f o r  wood s t o v e s  
a s  a l s o  s p e c i f i c a l l y  p r o v i d e d  b y  AS 4 5  . 8 8  . 5 0 0  ( 2 ) ( D ) .. H oweve r ,  
l o a n s  may n o t  be u s e d  f o r  c o a l  h e a t i n g  s t o v e s ,  m u l t i f u e l  h e a t i n g  
s t o v e s ,  f i r e p l a c e s ,  o r  f i r e p l a c e  i n s e r t s  r e g a r d l e s s  o f  w h e t h e r  
t h e y  h a v e  c a t a l y t i c  c o n v e r t e r s .  (AS 4 5  . 8 8 . 5 0 0 ( 3 ) ( B ) .

A l t h o u g h  t h e  d e f i n i t i o n  o f  " a l t e r n a t i v e  e n e r g y  s y s t em "
i n  AS 4 5 . 8 8 . 5 0 0  may seem a b i t  c o n f u s i n g  a t  f i r s t  g l a n c e ,  b e c a u s e  
o f  i t s  many s e p a r a t e  i n g r e d i e n t s ,  i t  i s  n o t  v ague  o r  am b ig u ou s .

. R a t h e r ,  i t  i s  c l e a r  and s p e c i f i c .  A f t e r  t h e  1 9 8 2  amendments i t  
p r o v i d e s  a s  f o l l o w s :

S e c .  4 5 . 8 8 . 5 0 0 .  D EF IN IT IO N .  I n  t h i s  c h a p t e r ,  " a l t e r n a t i v e  
e n e r g y  s y s t e m "

( 1 )  means a s o u r c e  o f  t h e r m a l ,  m e c h a n i c a l  o r  
e l e c t r i c a l  e n e r g y  w h ic h  i s  n o t  d e p e n d e n t  on 
o i l  o r  g a s  o r  a n u c l e a r  f u e l  f o r  t h e  s u p p l y  
o f  e n e r g y  f o r  s p a c e  h e a t i n g  and  c o o l i n g ,  r e ­
f r i g e r a t i o n  and c o l d  s t o r a g e ,  e l e c t r i c a l  pow­
e r ,  m e c h a n i c a l  p ow e r ,  o r  t h e  h e a t i n g  o f  wa­
t e r ;
( 2 )  i n c l u d e s

(A )  an  a l t e r n a t i v e  e n e r g y  p r o p e r t y  a s  d e ­
f i n e d  b y  s e c .  4 8 ( 1 )  ( 3 )  (A )  o f  t h e  I n t e r n a l



Don A. H o s t a k ,  D i r e c t o r  • J u l y  2 9 ,  1 9 8 2
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R e v e n u e  Code ( 2 6  U . S . C .  s e c .  4 8 ( 1 ) ( 3 ) ( A ) ) ;  [ a  
c o p y  o f  ■which i s  e n c l o s e d ]

( B )  a  m e th od  o f  a r c h i t e c t u r a l  d e s i g n  and 
c o n s t r u c t i o n  w h ic h  p r o v i d e s  f o r  t h e  c o l ­
l e c t i o n , -  s t o r a g e  and  u s e  o f  d i r e c t  r a d i a t i o n  
f r o m  t h e  s u n ;  and

(C )  a n y  o t h e r  d e v i c e  a p p r o v e d  by  t h e  com­
m i s s i o n e r  o f  commerce and  e c o n om ic  d e v e l o p ­
m en t  u n d e r  AS 4 4 . 3 3 . 0 4 0 ( 1 2 ) .  § 34 c h .  8 3 ,  SLA 
1 9 8 0 .

(D )  a wood s t o v e  w i t h  a c a t a l y t i c  c o n v e r t e r  
o r  a  c a t a l y t i c  c o n v e r t e r  f o r  a wood s t o v e .
( 3 )  d o e s  n o t  i n c l u d e

(A )  a w ood ,  j c o a l , o r  m u l t i f u e l  h e a t i n g  
s tov :e . ;_  o r

( B )  a f i r e p l a c e  o r  f i r e p l a c e  i n s e r t .
S e v e r a l  r u l e s  o f  c o n s t r u c t i o n  a r e  a p p l i c a b l e  t o  t h e  

d i s s e c t i o n ’ and  a n a l y s i s  o f  t h i s  d e f i n i t i o n .  F i r s t  i s  t h e  s l i d i n g  
s c a l e  p l a i n  m e a n in g  r u l e ,  a s  r e c e n t l y  e n u n c i a t e d  i n  S t a t e  v .
A l e x , P . 2d  ___ , (A k .  1 9 8 2 ,  O p i n i o n  j!2 4 8 8 ,  A p r i l " 2 3 ,
1 9 8 2 )  a t  f o o t n o t e  M ,  page  1 5 .  U nde r  t h i s  r u l e ,  t h e  p l a i n e r  t h e  
l a n g u a g e  o r - a  s t a t u t e ,  t h e  m o re  c o n v i n c i n g  c o n t r a r y  l e g i s l a t i v e  
h i s t o r y  m u s t  b e  i n  o r d e r  t o  j u s t i f y  an i n t e r p r e t a t i o n  d i f f e r e n t  
t h a n  t h e  p l a i n  m e a n in g  o f  t h e  s t a t u t o r y  l a n g u a g e .

The p l a i n  m e a n in g s  o f  " s t o v e "  and " f u r n a c e "  a r e  v i r ­
t u a l l y  i d e n t i c a l .  A c c o r d i n g  t o  M e r r i a m - W e b s t e r , W e b s t e r ' s  T h i r d  
New I n t e r n a t i o n a l  D i c t i o n a r y  ( 1 9 7 6 ) ,  a s t o v e  i s  an " a p p a r a t u s  
t h a t  B u r n s  f u e l  o r  u s e s  e l e c t r i c i t y  t o  p r o d u c e  h e a t "  ( I d .  a t  
p 2 2 5 3 )  and  a f u r n a c e  i s  " a n  a p p a r a t u s  f o r  t h e  p r o d u c t i o n  o r  a p ­
p l i c a t i o n  o f  h e a t " .  ( I d .  a t  p 9 2 3 )  On t h e  o t h e r  h a n d ,  a b o i l e r  
i s  a " v e s s e l  u s e d  f o r  b o i l i n g "  o r  " a  t a n k  i n  w h ic h  w a t e r  i s  
h e a t e d  o r  h o t  w a t e r  i s  s t o r e d " .  ( I d .  a t  p 2 4 7 )  A c c o r d i n g  t o  t h e  
b o i l e r  i n s p e c t o r  o f  t h e  d i v i s i o n  o f  l a b o r  s t a n d a r d s  and s a f e t y  i n  
t h e  D e p a r tm e n t  o f  L a b o r ,  t h e  d i s t i n c t i v e  c h a r a c t e r i s t i c  o f  a 
" b o i l e r "  i s  t h a t  i t  c o n t a i n s  p r e s s u r e .  B o i l e r s  can  be u s e d  i n  
c o n j u n c t i o n  w i t h  s t o v e s  o r  f u r n a c e s  w h ic h  p r o d u c e  h e a t  b u t  b o i l ­
e r s  do n o t  p r o d u c e  h e a t  t h e m s e l v e s .

I n  t h e  c a s e  o f  AS 4 5 . 8 8 . 5 0 0 ,  we can  f i n d  n o  l e g i s l a t i v e  
h i s t o r y  c o n t r a r y  t o  i t s  p l a i n  m e a n in g .  We h av e  r e v i e w e d  th e  
H ou se  and  S e n a t e  J o u r n a l s  and  h a v e  t a l k e d  t o  s e v e r a l  members o f  
y o u r  s t a f f  and  l e g i s l a t i v e  s t a f f  who a t t e n d e d  and l i s t e n e d  t o  
t a p e  r e c o r d i n g s  o f  h e a r i n g s  on SB 6 6 6  ( c h .  1 1 3 ,  SLA 1 9 8 2 )  and i t s  
p r e d e c e s s o r s .  I n  f a c t ,  t h e r e  a r e  i n d i c a t i o n s  t h a t  t h e  g e n e r a l  
l e g i s l a t i v e  i n t e n t  was t o  l i m i t  t h e  u s e  o f  AS 4 5 . 8 8  l o a n s  f o r
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v o o d ,  c o a l ,  and m u l t i f u e l  s t o v e s ,  f u r n a c e s  and  b o i l e r s  a s  much as  
p o s s i b l e  b e c a u s e

( 1 )  t h e y  a r e  common and  r e l a t i v e l y  l ow  c o s t  
i t e m s  w h i c h  sap  f u n d s  t h a t  c o u l d  b e  u s e d  f o r  
l e s s  common, m o re  i n n o v a t i v e ,  and  m o re  c o s t l y  
e n e r g y  s y s t e m s ; and
( 2 )  t h e y  a r e  l e s s  d e s i r a b l e  t h a n  m o s t  a l t e r ­
n a t i v e  e n e r g y  s y s t em s  b e c a u s e  t h e y  c o n t r i b u t e  
m o re  t o  a i r  p o l l u t i o n  *

T h i s  l a t t e r  a i r  p o l l u t i o n  c o n s i d e r a t i o n  i s  a p p a r e n t l y  one  o f  t h e  
r e a s o n s  f o r  l i m i t i n g  u s e  o f  AS A5 . 8 8  l o a n s  t o  o n l y  wood s t o v e s  
w i t h  c a t a l y t i c  c o n v e r t e r s  o r  t h e  c o n v e r t e r s  t h e m s e l v e s .  T h a t  i s  
t h e  n e t  r e s u l t  o f  a d d in g  t h e  n a r r o w  i n c l u s i o n  o f  wood s t o v e s  w i t h  
c a t a l y t i c  h e a t e r s  w i t h i n  t h e  d e f i n i t i o n  o f  " a l t e r n a t i v e  e n e r g y  
s y s t e m "  (new AS 4 5 . 8 8 . 5 0 0 ( 2 ) (D )  t o  t h e  b r o a d e r  e x c l u s i o n  o f  h e a t ­
i n g  s t o v e s  and f i r e p l a c e s  (new AS 4 5 . 8 8 . 5 0 0 ( 3 ) .

O t h e r  r u l e s  o f  s t a t u t o r y  c o n s t r u c t i o n  p r o v i d e  t h a t  i n  
t h e  c a s e  o f  c o n f l i c t ,  . s p e c i f i c  l a n g u a g e  c o n t r o l s  o v e r  g e n e r a l ,  
S a n d s ,  S u t h e r l a n d  S t a t u t o r y  C o n s t r u c t i o n ,  § 5 1 . 0 5  ( 4 t h  Ed .  1 9 7 3 )  
a n d  l a t e r  e n a c tm e n t s  c o n t r o l  o v e r  e a r l i e r  ( I d .  a t  § 5 1 . 0 1 )  and 
a l l  p a r t s  o f  s t a t u t e  s h o u l d  be  c o n s t r u e d  t o g e t h e r  t o  g i v e  m ean ing  
t o  e a c h  i f  p o s s i b l e  ( I d . ) .

A l l  o f  t h e s e  r u l e s  o f  c o n s t r u c t i o n  p r o v i d e  s u p p o r t  f o r  
t h e  p l a i n  m ean ing  o f  AS 4 5 . 8 8 . 5 0 0  a s  amended b y  c h .  1 1 3 ,  SLA 
1 9 8 2 ,  and  t h e  m eag e r  l e g i s l a t i v e  h i s t o r y  o f  t h e  1 9 8 2  amendment .

I f  y o u  f e e l  t h e  n e e d  o r  d e s i r e  t o  add t o  o r  c l a r i f y  t h e  
p e r m i s s i b l e  u s e s  o f  AS 4 5 . 8 8  l o a n s  you  may p r o p o s e  t h a t  t h e  com­
m i s s i o n e r  e x e r c i s e  h i s  p ow e r  u n d e r  AS 4 5 . 8 8 . 0 2 0 ( a ) ( 2 ) ,  4 5 . 8 8 .
5 0 0 ( 2 ) . ( D )  , and 4 4 . 3 0 . 0 4 0  ( 1 2 ) .
E n c l o s u r e
W L C / P B F / p k h



como of n Unltod Stales person oilier than an ulocllni 
small business corporation or partnership.

( II) Amounts for equipment and supplies shall In 
allocated to' tho country In which, with respect to tho pro 
ducllou of tho film , tho predominant usa occurs.

(III) A ll other Items ahull bo allocnlcd under rcguli 
lions prcacrlbed by tho Secretary which are consistent with 
tho allocation prlnclplo opt forth In clnuso ( I I) .

(0) Unltod States.— For purposes of this subsection, tho term 
"United Statos" Includes tho possessions of tho Untied States.

(I) Etiorgy property.— For purposes of this subpart—

(1) Troiitiucnt ns scctluu ilH properly.— For.any period for whlck 
tho energy percentage determined under section (6 (a )(2 ) (C ) foi 
any energy property Is grenter than zero—

( A) such energy properly shall bo troatod ns meeting tho re 
qulromonla or paragraph (1) of subsection (a ) , and

(IM /J1J!;i!'P^W.SMV«Ji?<Vlflri^l,a/,/H/9nr((fl )>l itl|lll) »ot apply to nucli 
properly.

(-) Energy property defined.— Tlio term ’.‘energy property" ntenni 
propurly—

(A) which 1s—
(I) alternative energy proporly,
(II) solar wind energy properly, •
(III) spcclnlly defined energy property,
(Iv) recycling equipment,
(v) etin 1 o oil equipment, ■ )
(vl) equipment for producing nnturill gas from gcopres-

surcd brine. j V.‘«
(vll) qualified hydroeleqtrlc generating pioporly,

> (v lll) cogeneration equipment, or
(Ix) qualified Intercity buses, j

(H)(1) Ilia countructlon, reconstruction, or erection of which 
Is completed hy tho tnxpnycr. after Snptambcr 30, 107 8. or 

(II) which lu ncijulrod after September 30, 1978, If tho original 
lino of such proparty commonccs with tho tnxpnycr and com­
mences after suoh date, and

(C) with rospuct to which depreciation (or amortization In 
. Ilou of depreciation) Is allowable, and which lias a useful life 

(determined us of tlio tlmo aucli properly la plucod In service) 
of 3 yonrn or tnoro or which Is rccovory properly (within tho 

, .w  meaning of section 168),
f  (» )  C l l e r i i n l l y q ^ p n r g y p r o p e r ly .—

,A ) lit gonornl^—Tho term "nltornntlvo onargy proporly" 
means—

(I) a holler tho prlmnry fuol for which w ill ho an nllor- 
nata suhstnnco,

(II) a burner (Including noccunnry on-nlto oqulpmnut to 
bring tho alternate sulistanco to the burner) for a combustor 
other than a holler If t!iu prlmnry fuel for such humor will 
bo an nltornnto substnnco,

(III) oqulpmont for converting nn nltcrnnto suhstnnco 
Into a synthntlo liquid, gaouous, or solid fuol,

(Iv) eiiulpiiiont duslguod to modify oxlstlug oqulpinctit 
which uses oil or natural gas nn a fuol or nn feodstnclt no 
that such equipment wilt use either n suhiitnuce otiior than 
oil and patuypl, gas, or oil mlxod with n substance,.qj,lmr 
tlisn oil and natural gas (wlioro such otlmr DUholaucb w ill 
l|||||vldo not less than 26 porcuut of tlio fuel or feedstock).

l

(v) equtpmont to convert—
( I)  coal (Including lignite), or any nonmarkotabla 

subatnnco dorlvcd thorotrom, Into a substitute for a 
pctroloum or nnlurnl gas derived feedstock for the 
mnuufacturo of cbcuilcnls or ollior products, or

( I I )  coal (Including ngn llo), or sny substance de­
rived ihorefrom. Into methanol, am .on la , or a hydro- 
proccsacd coal liquid or solid,

(v l) pollution control equipment required (by Fedora!, 
State, or local regulations) to bo Installed on or In connec­
tion with equipment described In clauso ( I) , (11), (H I), 
(Iv ), or (v ) , (

(v ll) equipment used for tho unloading, transfor, stor­
age, reclaiming from storage, and preparation (Including, 
but not limited to, washing, crushing, drying, and weigh­
ing), at l,ho point of uuo of nn altornnto substnnco for uso tn 
cqqlillbpu.tiidf'scrlbddl.liL.cloAiBp,.(i)^..01iw(.'H^'-d,tv)i, <tv0„or

; (Vl), . • . • , . . o ll.llllM lI di'JIOiM' I W ill III I lilt Ul< •’
(v lll) equipment used to produco, dlslilbuto, or uso cn- 

orgy dorlvcd from a gcolhormul depoolt (w llb ln  tho mean* 
lug of section 613 (o )(3 )), but only, In tho caso of olcctrlcl- 
ty genorntcd by gootbcrinnl power, up to (but not Includ­
ing) tho electrical transmission stage, and

(Ix) equipment, placed lu service nt either of 2 locations 
designated hy tho Secretary after consultation with tho Sec­
retary of Energy, which converto ocean thermal energy to 
usalilu energy.

Tho equipment dcocrlbcd In clauno (v ll) Includes equipment 
mind for the nlorngo of fuol dorlvcd from garbngo at tho nllo nt 
which such fuel was produced from garhago.

( II)  Allerimto suliMtnuco..— Tho *orm "altornnto substnnco" 
nicnns-nny subatnnco other than—

(I) oil and nnturul gas, and
(II) any product of oil anil natural gas.

(C) Special rulo for certain pollution control equipment.—  
Tho term "pollution control equipment" doeu not lucludo any 
equipment which—

(I) la Installed on or tn connection wltii prcporty which, 
ns of October 1, 1978, was using coal (Including lign ite), 
and

(II) wua required to ho Inolnllod hy Federal, Stnlo, or lo­
cal regulation!! lu otfect oil such dale.

For purposes of tho preceding uentenco, In tho enno of proper­
ty which In nltornntlvo onorgy proporly nololy by roaoon of tho 
nmundmonls in ado hy uectlon 222 (h) of tlio Crudo Oil W indfall 

■ Piloflt Tax Act of 1980, "January 1. 1980" shall ho substituted 
for "October l ,  1978".

(•I) Solar or wind energy properly.— Tho term "notnr or wind en­
ergy propurly" means any equipment w.hloli uses nolar or wind cnor-
ey—

(A) tn general!! electricity. *
(II) to heat or cool (or provldo hot walor for use In) a struc- 

turn, or . t
(0 ) to provldo solar procuss heal,

(n) Specially defined energy property.— Tho torm "specially de­
fined energy properly" means—  . .

(A) a reeumwator, • n » m? '
( II) a heal wheel;
(U) a regenerator,

, ill) a belli rxelinni'io'



s v L A S K A _____

E q u i p m e n t ,  i n c .

DBA THE COAL BUNKERS

PHONE: (907) 455-5005 or <56-5971 

P.O. BOX 72859 •  270 ILLINOIS ST.

FAIRBANKS. ALASKA 99707

August 18, 1982.

Mr. Bob J e t t i s w o r t h  

B o x  80288 ‘ /

Fairbanks, Alas k a  99708

Dear Mr. ..Bettisworth:

I have some questions about a recent attorney general opinion.

T h e  subject 3s alternative energy systems (AS 45.88.500). The issue _ 

affected by this d e cision is w h e t h e r  or not loans for coal and multifuel 

ce n t r a l  h e a t i n g  systems will be allowed. The systems of major concern 

to m y  f i r m  are stoker fed coal boilers and forced air furnaces.

First I should give you some background to the problem. (Then SB 666 

was passed the Fairbanks vendors we r e  assured by the Legislature that the 

only thing b e i n g  excluded by an amendment to AS 45.88.500 was stoves, 

firep l a c e s  and f ireplace inserts. The reason for this was that stoves 

are a common and r e l a t i v e l y  low cost item and that stoves of the air­

tight d e s i g n  c ontribute mo r e  to air pollution that other energy systems. 

The L e g i s l a t u r e  also assured us that the amendment did not exclude coal 

and m u l t i f u e l  b o i l e r  h e ating systems because 1) coal and mult:fuel boilers 

are new in- vative but costly energy systems; 2) most boiler systems 

are designed w i t h  forced c ombustion fans and do not contrubute more to 

air p o l l u t i o n  than other conventional energy systems; alternative_ 

fuel boilers are specifically included in Sec. 45.88.500(2)(A) which 

is Sec. 4 8 ( 1 ) ( 3 ) ( A )  OF the Internal Revenue Code.

The f i r s t  part of Internal R e venue Code 48(1)(3)(A) says "the term 

'alternative ener g y  property' means a boiler the primary fuel for which 

w i l l  be an a l t e r n a t i v e  substance.: The definition of alternative sub­

stance u s e d  in this statute is "any substance other than oil or natural 

gas and any p r o d u c t  of oil or n a t u r a l  gas." Coal boilers are in this 

c a tegory since they are boilers u s i n g  an alternative substance for their 

p r imary fuel. Coal boilers should be included in the loan program 

because Sec. 48(1)(3)(A) of the Internal Revenue Code is an integral 

part of AS 4 5 . 8 8 . 5 0 0  and all p r operty defined by this section is 

s p e c i f i c a l l y  included by AS 4 5 . 8 8 . 5 0 0 ( 2 ) ( A ) .
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AS 45.88.500(3)(A)tr(B) does n o t  specifically exclude boilers, h o w­

ever, it does s p e c i f  icallj' exclude stoves, fireplaces and fireplace inserts. 

T h e  le g i s l a t o r s  i n v o l v e d  in w r i t i n g  this bill have told n e  that the bill 

w a s  word e d  this w a y  be c a u s e  they in t e n d e d  to stop loans on stoves unless 

the}' had c a t a l i t i c  converters. T h e y  also said the}' wanted to continue

to allow loans f o r  al t e r n a t i v e  e n e r g y  pr o p e r t y  specifically included in

A S  4 5 . 8 8 . 5 0 0 ( 2 ) (A). -The e quipment s p e c ifically included in that part of 

the statute is n o t  on l y  b o i l e r  systems but also alternative fuel burners 

ie. coal stokers; e quipment to ■ convert- coal-'into other -usable fuels and 

chenicals; p o l l u t i o n  control equipment; and material handling equipment 

f o r  a l t e r n a t i v e  substances,.

The a d m i n i s t r a t i o n  has taken a p a t h w a y  that is against the will of 

t h e  p e o p l e  w h o  h a v e  exercised t h e i r  v o i c e  through their elected officials. 

T h e  people* w a n t  the a d m i n i s t r a t i o n  to obey the law' and start loaning money 

f o r  coal and w o o d  b o ilers and coal stokers. These items are specifically 

included and the D e p a r t m e n t  of C o m m e r c e  is in violation of the law by 

r e f u s i n g  to a l l o w  loans on such property'.

The Fairbanks vendors were assured by the legislators that the program
would continue relatively unchanged. Many vendors took orders and ordered 

stock based on the continuation of this loan program. The Department of 
Commerce has caused economic hardship and has left many people who 

were planning on buying a coal or wood boiler without a means of financing. 
Winter is closing in and these people have to face another winter using 
high priced "<3il and electricity for heat.

The D e p a r t m e n t  of Commerce should be directed to allow loans on 

doal and wood b o i l e r s  and other a l t e r native energy property that is 

spe c i f i c a l l y  a l l o w e d  in AS 4 5 . 8 8 . 5 0 0 ( 2 ) ( A ) .

Please c o n t a c t  me as soon as p o s s i b l e  regarding this attorney general's 
o p inion about a l t e r n a t i v e  energy systems.

Sincerely

Bruce D. Cain 

General Manager 

•The Coal Bunkers

cc: Barbara Herman, Dept, of Law, Juneau 

All Fairbanks Legislators



HS TARM brings wood 
and coal heat into the 
twentieth century with the 
TARM 400 Series boilers.
W o o d  a n d  c o a l  a r e  c h e a p  f u e l s .  B u t  
w o o d  o r  c o a l  s t o v e s  d o n ' t  h e a t  y o u r  
h o u s e  e v e n l y .  O r  c o n v e n i e n t l y .  J
Y o u r  p r e s e n t  c e n t r a l  h e a t i n g  s y s t e m  
h e a t s  y o u r  h o u s e  e v e n l y  l e a v e s  n o  
a s h e s  o r  b q r k  o n  t h e  l i v i n g  r o o m  r u g ,  
a n d  l e t s  y o u  c o m e  a n d  g o  a s  y o u  
p l e a s e .  B u t  h o w  m u c h  l o n g e r  c a n  
y o u  a f f o r d  t h e  f u e l  i t  b u m s ?  A n d  
h o w  m u c h  l o n g e r  w i l l  t h a t  f u e l  b e  
a v a i l a b l e — a t  a n y  p r i c e ?
N o w  H S  T A R M  g i v e s  y o u  t h e  b e s t  
o f  b o t h  w o r l d s .  T A R M  4 0 0  a d d - o n  
s y s t e m s  p r o v i d e  t h e  e c o n o m y  a n d  
s e c u r i t y  o f  w o o d  o r  c o a l  p l u s  t h e  
f r e e d o m ,  c o m f o r t  a n d  c o n v e n i e n c e ’ 
o f  c e n t r a l  h e a t .
C o n n e c t e d  t o  y o u r  p r e s e n t  h o t  w a t e r  
b o i l e r  a n d  f i r e d  w i t h  w o o d  o r  c o a l ,  
y o u r  T A R M  4 0 0  w i l l  h e a t  y o u r  w h o l e  
h o u s e  a n d  a l l  t h e  t a p  w a t e r  y o u  
n e e d .  W h e n  y o u ' r e  a w a y  o r  i f  y o u  
f o r g e t  t o  a d d  f u e l  t o  t h e  f i r e ,  y o u r  
p r e s e n t  b o i l e r  w i l l  t a k e  o v e r  a u t o ­
m a t i c a l l y  t o  k e e p  y o u r  h o u s e  w a r m .
S i x t y  y e a r s  o f  d e s i g n  a n d  p r o d u c t i o n  
k n o w - h o w  g o  i n t o  e v e r y  T A R M  4 0 0  
b o i l e r .  T h e y ' r e  b u i l t  t o  l a s t .  A n d  b u i l t  
s o  t h e y ' r e  e a s y  f o r  y o u  t o  o p e r a t e  
a n d  m a i n t a i n .  W i t h  f e a t u r e s  l i k e  a  
l a r g e  f i r e b o x  w i t h  n o  o b s t r u c t i o n s  t o  
g e t  i n  y o u r  w a y .  D u r a b l e  c a s t - i r o n  
d o o r s  a n d  g r a t e s .  A  h e a v i l y  i n s u l a t e d  
j a c k e t ,  f i n i s h e d  i n  a  b r i l l i a n t  o r a n g e -  
r e d  e n a m e l .
T h e r e ' s  a l s o  a n  o p t i o n a l  t a n k l e s s  c o i l  
f o r  h e a t i n g  t a p  w a t e r .  A n d  i f  y o u  l i v e  
i n  a n  a r e a  w h e r e  e l e c t r i c i t y  i s  i n e x ­
p e n s i v e  o r  l i t t l e  b a c k - u p  h e a t  i s  
r e q u i r e d ,  y o u  c a n  t u r n  y o u r  T A R M  
4 0 0  i n f o  a  c o m p l e t e l y  i n d e p e n d e n t  
m u l t i - f u e l  s y s t e m  w i t h  t h e

4 0 0
S E R I E S

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

com bu stion

T A R M  4 0 0  S e r i e s  b o i l e r s  o p e r a t e  a s  
c r o s s - d r a f t  b u r n e r s  w h e n  f i r e d  o n  
w o o d  a n d  a s  u p d r a f t  b u r n e r s  w h e n  
f i r e d  o n  c o a l — e n s u r i n g  t h e  m o s t  

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

C r o s s - d r a f t  s y s t e m s  g i v e  t h e  m o s t  
e f f i c i e n t  w o o d  c o m b u s t i o n  p o s s i b l e  
w i t h  a  n a t u r a l  d r a f t  c h i m n e y .  I n  t h e  
T A R M  4 0 0  S e r i e s  b o i l e r s ,  p r i m a r y  a i r  
e n t e r s  t h e  a r e a  b e l o w  t h e  g r a t e s  
t h r o u g h  a  f l a p  o n  t h e  a s h  d o o r .  T h i s  
p r i m a r y  a i r  f l o w  i s  c o n t r o l l e d  
p r e c i s e l y  b y  t h e  S A M S O N  
d r a f t  r e g u l a t o r ,  a  n o n - e l e c t r i c  
d e v i c e  t h a t  r e g u l a t e s  b o i l e r  
t e m p e r a t u r e  a u t o m a t i c a l l y ,  
e v e n  d u r i n g  p o w e r  f a i l u r e s .  A s  
t h e  f ir e  b u m s ,  s m o k e  a n d  h o t  
g a s  p a s s  t h r o u g h  t h e  h o t  c o a l s  
o n  t h e  g r a t e s  t o  t h e  r e a r  o f  t h e  
f i r e b o x .  S e c o n d a r y  a ir ,  a d m i t ­
t e d  t h r o u g h  t h e  a i r  d i a l  o n  t h e  
f i r i n g  d o o r  a n d  t h r o u g h  a  t u b e  
i n  t h e  r e a r  o f  t h e  f i r e b o x ,  m i x e s  
w i t h  t h e s e  h o t  g a s e s ,

Central Heat from 
Wood or Coal

e n c o u r a g i n g  f u r t h e r  b u r n i n g  a n d  
m i n i m i z i n g  c r e o s o t e  f o r m a t i o n .
T A R M  4 0 0  S e r i e s  b o i l e r s  a r e  c o n v e r t ­
e d  e a s i l y  t o  u p d r a f t  o p e r a t i o n  b y  t h e  
a d d i t i o n  o r  a  v e r t i c a l  c a s t - i r o n  b a f f l e  
i n  t h e  f i r e b o x .  T h e  b a f f l e  f o r c e s  a l l  
p r i m a r y  a i r  t o  p a s s  u p  t h r o u g h  t h e  
c o a l  b e d .  S e c o n d a r y  
a i r  p a s s i n g  o v e r  
t h e  b e d  b u m s  
t h e  c a r b o n  m o n ­
o x i d e  p r o d u c e d  
b y  t h e  c o a l  f i r e .
H o t  g a s e s



I M  W
through the heat exchanger at the rear of the firebox.
Effident burning is but the first step to an effirient boiler. Heat must be removed from the flue gases before the gases leave the boiler. In the TARM 400 Series, the vertical firetube heat exchanger extracts the maxi­mum amount o f heat from these gases before they are vented up the chimney. Less heat up the chimney means more heat in your house— where you want it.

c o n str u ctio n

For durability’, all TARM 400 Series boilers are constructed of *A" steel plate. The doors and grates are cast and machined from the finest gray iron.
For maximum flexibility o f installation, the 
flue outlet may be mounted either on the 
right side o f the boiler or at the rear.
For ease of maintenance, the firetube heat exchanger, accessible when the deanoutcover is removed, may be cleaned auickly and easily with the round flue brush plied with the boiler. sup-

The optional tankless copper coil is %" in diameter—larger than average to ensure good heat output even at lower boiler 
temperatures.
Note- FARM 400 Series boilers are available 
constructed in accordance with the ASME Boiler and Pressure Vessel Code and National Board-registered.

co n tr o ls  and a c c e s s o r ie s

Each TARM 400 Series boiler is shipped 
with the following:
• cast-iron doors and shaker grates• SAMSON Automatic Draft Regulator• High Limit Aquastat (overheat control)• ASME Boiler Pressure Relief Valve• cleaning tools
The following accessories may be ordered 
with the boiler or ordered separately for installation at a later date:
• cast-iron baffle plate for burning anthra- 

dte coal• copper tankless coil and ASME Coil Pres­sure Relief Valve for heating domestic water• electrical elements package for convert­ing the TARM 400 boiler to an indepen­dent multi-fuel system

2 D -year limited w arran ty

All HS TARM boilers sold after Nov. 15, 
1981 cany’ a 20-year limited warranty, a copy of which is provided with the boiler and 
is available from your HS TARM Dealer or 
from Tekton Corporation.
AIX TARM 400 Stries boilers art ETLM-approved.
AD specifications art subject lo change without notice. 
Tor responsibility for determining compliance with local 
and na if coAn it the obligation of the dealer.
Note: Adequate chimney draft b  required for proper 
operation c* aO wocd-fued boiler*. Please observe 
minimum chimney requirements in the table above.
{ . 1981. T r ito n  Corporation

specifications
• .

Maximum Cross Output-Wood 
Bum Tune
Minimum Gross Output-Wood 
Bum Tune
Maximum Gross Output-CoaP 
Bum Tune
Minimum Gross Output-CoaP 
Bum Tune
Maximum Output with 6
Electrical Elements - .
Domestic Hot Water Output — Wood 
Boiler Body ’ v

WidthDepth - ; .
He«hl • • ’ 1 Firebox . . .  - --T

•• i s s t  ..* -'Height- * v  *'■ —• \blume -• ‘
- Height to Center of Flue - ..... . .  . * V “ Z,
: Tappingfs) for. *... - . . * T  >' i- .1 Return* .- .*..-. * .•

-.a  • . r/;;.. '
Aguastats ‘
Tndicator • .— ;** . ’ /
Drain & Fill ‘ *:-•'•■ .’.J *.!■
Flue Outlet ...t!!’. V  ~ - Tankless Coil v .
Tankless Coil
Pressure Relief Valve . '

Btufhrhr
BtWhrhr
BtuOuhr
BttVhrhr
BtuTir
KW
GPM
in * in 
in •

TARM 402 
. 110,000
• 5

25.000 
14
120.000 
12
30,000
24+

.v  102,000

• - .  .  .  - t

21% -f’
38% . .  
48 Vi • -

7 
. 3 4

• 5 .. 10 
11 

i 14 
■ 15 
16 
20 
22 
24

Draft Regulator
if BenBectricar Be merits 

Preheated Secondary 
Air Control

26 Preheated Secondary
Air Manifold

27 Air Vent 
Water Volume 
Weight of Boiler Body 
Weight of Jacket
Pressure Test . ' -
Minimum Flue Size

-m
in - " Z r s - r ~ :  

in - ■*:-*•

in 
in in ■in 
in in in 
in 
in . 
in 
in 
in

*--. 18% 
i >13% 
"27% 
4 .

-. -43

TARM 404
150.000 6
37.000 
16
168.000 

-  12
42.000 
24+
102.000 
36
30 •

"74%
• _  49% *•• • 
-■48%

'• 27% *
_  16%

27%7 - 
- -43

. - •** „  .  - '  »•"“' M i'imum Chimney Height. ;. ar.^ASscV’'*'*
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D U O - M A T I C

i^ S tops worrying aboutshortageslfj 

^|Duo-IVIatic:coa|;an9 .wpod burning urnace

Burns either wood or coal, 
for convenience and economy.

Even hea l distribution • Automatic thermostat controls • The Largest Selling Multi-Fuel 
Furnace in North America.

CWF —Add on to your present warm 
air furnace, or Install as a free-standing 
solid fuel furnace.

Heavy duty welded con­
struction.

Secondary heat exchanger to 
extract the maximum amount 

ot heat.

Fire Brick. Lined with 
thick heavy duty Fire Brick 

rated tor up to 3000° F.

Cast Iron Grates— heavy duty 
cast iron grates loi .vood or 
coal burning application. 

Shaker handle included.

MULTI -FUEL 
FURNACES

Regular size spun glass dispos­
able filters. ___

Optional Blower Section assem­
bles on right or left hand side of 
heat

Firedoorano 
chamber with the capaci­
ty to bum 18"

Optional high 
blowei.

Ash pit door— easy ac­
cess to convenient re­
movable ash pan.

7" diameter flue pipe.

Quality built lo last 
Certified by C.SA



□ U O - M A T I C WF SEMES
Burns wood or cool.
Specification? and Dimensions for CWF Furnace

i- i

1

FRONT V IE W  ; ~  \ 

Specifications: -

; ,> •  TOP VIEW

•  Solid (uel combustion chamber. Fire brick lined 
with cast iron grates. Size: 18'x 17* x 14* .

•  Firing Door 16%*x13'4*. -
•  Insulaled Cabinet: Foil laced mineral fibers.

REAR VIEW

•  Flue outlet: 7" •  Blower motor: % HP.
■» Blower: CFM-1000 •  Blower: 9" wheel type.
•  Ex. Static: 20 •  Air filter: 1 20" x 20".
•  B.T.U.: Estimated max. 120.000.

. •  Shipping weight: Complete 625 lbs.

Dimensions:

A= Furnace section height 
52X*.
B=Blower section height 
30}:".
C = Furnace section depth 
33%". -
D x F=Hot air plenum * 
24K"wx31K"l.
E=Furnace section width 
27X".
G=Blower section width 
21X".
H x l=Cold air plenum 
19JTwx18K"t.
J=Blower section depth 20 
K=Flue pipe dia. 7". 
L=F!ue pipe to center 
furnace section 13X". 
M=»Flue pipe to center 
from floor 34 Vi*. '•

Suggested Wood ADD-ON Duct Installation

CONVERT BLOWER 
PULLEY ~

.- 9* TO 8* ' •• '•> 
\  8 * T O r  ■ 

7* TO 6*
6" TO 5"

CONVERT BLOWER 
MOTOR

Vt HP TO Vj HP 
Vj HP TO Vr.HP 
Mr HP TO *.< HP

3__ A/ BAFFLE

o
OIL. GAS OR 
ELECTRIC

rO
D

RETURN
AIR

NOTE: Original furnace 
blower must be capablo of 
providing a minimum of 
1000 CFM across tho 
CWF Heat Exchanger. 
Optional blower available.

IMPORTANT: Check and 
install according to local 
codes.

Duo-Malic/Olsen, Inc.
2510 Bond Street
Park Forest South, IL 60466

A V A IL A B L E  F R O M





Bill No. 
T itle

HB 311 : •

"An Act relating to Workers! 

Compensation; and providing for 
an effective date."

%

■i

-  . ; *.

Contact: y McCHntock
465-2790

^ ate April 13, 1983

The Department of Labor/-and the Alaska Workers' Compensation Board support the 

provisions of HB 311..jAhis bill is the result of an agreement reached by a 

committee representing labor and employers in the state and reflects over three 

years of hearings in which testimony was provided by workers, labor groups, 

employers, insurers, rehabilitation and medical, providers, attorneys and state 
agency personnel.'! The Workers' Compensation Board and Division worked very 

closely with the committee in recommending amendments that provide for a more 

equitable and efficient workers', compensation system for employees and 
e m p l o y e r s . ' : \ . ... ,o.. • - y : .

The major portions of the bill will result in a redistribution of benefits 
•' which will reduce disencentives to return to work and provide long term 

reductions in w o r k e r s ' . compensation costs. This is based on increases 

in scheduled permanent partial disabilities, the minimum compensation r a t e , j  
death benefits and new methods to compute gross weekly earnings.
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STA T E  OF A L A S K A  

FISCAL NOTE % evision Date 1983

I.
B i 11/ R e s o l u t i o n  No :_______________
Title: ".. Workers' Compensation. 

Sponsor:_

REQUEST
II. F I SCAL DETAIL

Agency Affec t e d : Labor

Requestor: Rules Committee

Program Category Affected:Public Protection 
BRU, Program of S u b p r o g r a m s ) Affected;. 

Administration of Workers' Compensation'- ••

ars)

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source)

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET-FISCAL IMPACT OF BILL:

Not available.

| FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

• OPERATING • _
100 PERSONAL SERVICtb 

200 TRAVEL 
300 CONTRACTUAL 

. 400 COMMODITIES 
500 EQUIPMENT 

' 600 LAND I .STRUCTURES 

• • 700 GRANTS, CLAIMS, ETC
•

6.5 14.3 15.7 17.3 19. n

bl .0 lb.4 16.9 18.6 20.5

.1 .1 .1 .1 .1

./ U U 0 0

-
TOTAL o p e r a t i n g 1 58.3 1 29.R 32.7 __ 3£J)_ . 39.6

. 58.3 29.8 32.7 36.-0 39.6

.

• 1 1 ‘ 1 1 1

IV. ANALYSIS: Attach a separate page foiv-ariy Ana

Prepared By:/̂ Sacquel yn L. McCIintock 

Division: W o rkers' Compensation

Phone:465-2790_______
Da t e : March 21. 1983D i v i s i o n :  u o r K e r s  l u m u s n s d i i u n __________ j ____________________ /■___ :________________  - - —  —  ^ . . ,

Approved by Commissioner: Jim Rohi son^-Tr^^^^ Date: March 21, 1983

Department: Labor 
L E G :A: 19

Distribution:
Original to Legislative Finance
Copy to Office of Manag e m e n t  and Budget (for Legislature introduced bills) 

Copy to Depar t m e n t  (for G o v e r n o r  introduced bills) 

Copy to S p o n s o r
Copy to R e q u e s t o r  (if d i f f e r e n t  from Sponsor) 3/8/83



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE _ .

TITLE: "An Act relating to workers' compensation, and providing for an effective

date." •
AGENCY AFFECTED: Department of Labor

Page 2

Data Control Clerk I (permanent .halftime, 6 months first year, 12 months thereafter)'-

100 Personal Services $ 6.5 .

. • 300 Contractual . 1.5 . . '
400 Supplies •. .1
500 Equipment .7

$ 8.8

•OLher Contractual

Redesign and printing of forms to accomodate • 3.5*
additional questions • '

Rewrite and printing of employee and employer 12.0*

booklets . * .

Composition and printing of benefit schedule * .7.0
booklet . . •

Printing amendment of Act . 1.0*

Design computer system and write programs . . 22.0*
(2 1/2 months x $50/hour) .

Operation costs for additional computer pro- V . 4.0

cessing *

TOTAL • $58.3

* Indicates one-time expense in FY 1984 for a total of $38.5



f̂ RPRp.v;

Other

TOTAL COST
TMf

■i>it tltU »di 11
FUND INC SOURCERECEIPT CODE

Fedoral Receipts 1002

C.F. Match

General Funds

l-A Receipts

Program Receipts 1020

Other

FOR B4M USE ONLY 

4A KEY NUMBER

—ir.,111 "O'!-11 -'i .'.i"i-iiLia:
POSITION TITLE 

Data Control Qlerk I
TYPE OF POSITION

M L

STAFF MONTHS

2
RP NUMBER

r I I " • ■ -r - - ■ 1-
CONTINUATION LEVEL | | ADDITION | XX

TYPE OF EXPENDITURE

PCN NUMBER

PERSONAL SERVICES'

Sa)arflA(lfi78 x 6 mos x .5)
Benef-i ts .JL58.7.
Supplemental Benefits .0613
Fixed Benefits

TOTAL PERSONAL SERVICES
JL4D-Jt J .

Travel

Contractual

Commodi ti es

Equipmont

7 I O T T

RANCE/STEP

9A
BRU PRIORITY

BARC. UNIT

L O C A T I O N
Juneau

JUSTIFICATION
JL

Tarn
FORM 12=. PACE/LINE

ELECTION DISTRICT

T h e  p e r m a n e n t  h a l f - t i m e  D a t a  C o n t r o l  C l e r k  I  p o s i t i o n  w i l l  
p r o v i d e  a d d i t i o n a l  c l e r i c a l  s u p p o r t  i n  t h e  C l a i m s  S e c t i o n
to enter and' maintain data in the Division's information
handling system. This position will handle the■ increased 
workload caused by the additional data input necessary for 
the system to monitor the compensation rate using with­
holding and average weekly wage information, and the main­
tenance of two processing systems concurrently.

Line 11 - Contractual: Space (transfer to DOA) 
Indirect (13.17 x 4734)

Line 12 - Commodities: General Office Supplies

Line 13 - Equipment: Desk and Choir

agency .L a b o r -
i

’  1 1 3  R E Q U E S T  F O R  
N E W  P O S I T I O N

p r o c r a m , Worker -8rot.p ct .1pn_____
bph Workers' Compensation

FY 84

COMPONENT, Workers' Compensation Administration
R r v l s e d  D a t e



CS HP 311 
POSITION PAPER

Weekly Workers' Compensation (W.C.) benefits are now based on 66 2/3% of an employees 
average weekly wage based on gross earnings. As W.C. benefits are not taxable an employee 
can receive higher income while off work. This bill would base benefits on 80% of 
spendable (or after-tax) income. The Department of Administration supports this 
adjustment.

The bill provides for an increase in funeral benefits, the minimum rate of weekly 
compensation, and payment for scheduled permanent injuries, such as a loss of limb. There 
has been no increase in these benefits since 1975. The Department of Administration 
supports these adjustments. The impact on the Division of Risk Management will be 
insignificant.

John Haywood
\rector Date

Division of Risk Management 
Department of Administration

C o m m i s s i o n e r 1 
Department of Administration

Date

7/0502-01-3/BDGSF1



STATE OF ALASKA 
FISCAL NOTE vision Date: April 21, 1983~

I. REQUEST
Bill/Resolution No.: C.S. H.B 311 
Title: An Act relating to Horkers
Compensation_________ s________
Requestor: Furnace and Szymanski

II. FISCAL DETAIL
Agency Affected: Risk Management_____
Program Category Affected:
Sponsor:__________________
BRU, Program of Subprogram^) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES
200 TRAVEL .
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC 1

TOTAL OPERATING 0 0 0 0

CAPITAL

REVENUE

FUNDING: (Thousands of Do' lars)
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
Full-Time
PART-TIME
TEMPORARY

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

IV.
. . . .  ; V ~ »  •,

ANALYSIS:^ Atytafijjj. a-Separate page for any Analysis

Prepared By: John Haywoocf________________________
Pi vision,: Ri,sk Management_________________________

Approved by Commissioner: Lisa Rudd ,-n
Department: ADMINISTRATIS

Phone: 465-2180
Da te: May 2, 1983

Date: May 2, 1983

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 Spon-.or
Copy to Requestor (if different from Sponsor) 3/8/83

7/0502-01/BDGSF1
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S c o t t  W e t z e l  S e r v i c e s  I n c o r p o r a t e d
An Allihate ol The Home Grouo Inc 

741 Sesame Street • Suile 1A • Anchorage, Alaska 99503 

Phone; (907)561-1725

Fe b r u a r y  8, 1983

The  H o n o r a b l e  R i c h a r d  I. E l i a s o n  

C h a i r m a n ,  L a b o r  & Commerce C o m m it t e e  

A l a s k a  S t a t e  S e n a t e  

S t a t e  o f  A l a s k a  

P ouch  V
J u n e a u ,  AK 99811
RE: A l a s k a  W o r k e r s '  C o m p e n s a t io n  A c t  

S e c t i o n  2 3 . 3 0 . 1 5 5 ( c )

Dear Sir:
I WOULD LIKI , CALL YOUR ATTENTION TO SECTION 2 3 - 3 0 . 1 5 5 ( c )  OF THE ALASKA 
W o r k e r s '  C o m t , n a t i o n  A c t  w h i c h  r e f e r s  t o  t h e  e x c e s s i v e  p e n a l t i e s  w h ic h  a r e

BE ING  ROUTINELY ASSESSED AGAINST SELF"INSURED EMPLOYERS AND INSURANCE CARRIERS 

IN  T H IS  STATE FOR FAILURE

D i v i s i o n  w i t h i n  a  1A d a y  t i

\uA 1 Nb I btLr INbUKtU tril'LUYtKb AINU 1 INbUKAINLfc LMKK1 fcKo
?E TO F IL E  REPORTS W ITH THE WORKERS' C O M P E N S A T IO N ^  c5

r iME  PERIOD-
<5>x

F i r s t  of  a l l ,  1 c a l l  y o u r  a t t e n t i o n  t o  t h e  f a c t  t h a t  t h e  p e n a l t y  i s  $ 1 0 0  f o r

THE F IR ST  DAY THAT THE REPORT IS  LATE AND $2 5  PER DAY THEREAFTER TO A MAXIMUM 

OF $ 2 5 0 0  AND THE R EC IP IEN T  OF THESE PENALTIES IS  THE STATE OF ALASKA*

S e c o n d l y ,  t h e s e  p e n a l t i e s  i n  no  w a y ,  e i t h e r  d i r e c t l y  o r  i n d i r e c t l y ,  i n u r e  to

THE BENEFIT  OF THE INJURED WORKER AND DO NOT AFFECT H IS  CASE ONE WAY OR THE

o t h e r .  Th e s e  r e p o r t s  a r e  f i l e d  w i t h  t h e  Al a s k a  De p a r t m e n t  o f  Wo r k e r s ' 

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

i n f o r m a t i o n  a n d  t o  k e e p  t h e m  c u r r e n t l y  a d v i s e d  on  t h e  a c t i o n s  a n d  s t a t u s  of  

t h e  Wo r k e r s '  Co m p e n s a t i o n  c l a i m s .  I am  i n  a g r e e m e n t  t h a t  t h e  Bo a r d  n e e d s  t h i s

INFORMATION AND I HAVE NO QUARREL W ITH THAT, HOWEVER, I AM IN  COMPLETE 

DISAGREEMENT THAT WE SHOULD BE SUBJECT TO HUGE F IN ES  FOR F A IL IN G  TO F IL E  A 

REPORT W IT H IN  A T IM E  FRAME WHICH IS  BOTH UNREAL IST IC  AND UNNECESSAR” .

T h e s e  p e n a l t i e s  a r e  a  d i r e c t  c o s t  t o  t h e  e m p l o y e r  a n d / or  t h e  i n s u r a n c e  c a r r i e r

WHICH ARE REFLECTED IN  THE IR  COST OF DO TNG BUS INESS , TH IS  COST IS  EVENTUALLY 

PASSED ON TO THE GENERAL PUBLIC AND CONSUMERS, OF COURSE, AND NO ONE BENEFITS

b u t  t h e  St a t e  o f  Al a s k a .

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

NO a l l o w a n c e  f o r  h u m a n  e r r o r  a n d  t h e  l a s t  i n d i v i d u a l  w h o  w a s  n o t  s u r j e c t  t o

HUMAN ERROR ALSO WALKED ON WATER-

I WOULD L IK E  TO G IVE  YOU A COUPLE OF EXAMPLES THAT HAVE OCCURRED IN  OUR OFFICE 

TO SHOW YOU HOW RID ICULOUS T H IS  ENT IRE  S ITUAT ION HAS BECOME-

f r o  j o -  o s L  

J a c h e -  -  s

Jokn L^Wis —̂

C o ' r r ^ f  \

j ' l o u j  ( J o e s

d e a l  uj'/ik s W f -  

m s u r o n c e ^  '/-f c * n  n o

e i r e g s

- Qor\ c\foup

•fell 'info line?



' Th e Honorable Wa l t e r  F urnace
Page Two
F ebru ary  8, 1983

We r e c e i v e d  a  m i n o r  c l a i m  on  a n  e m p lo y e e  who  l o s t  o n e  d a y  o f  t im e  a n d  h i s  com­

p e n s a t i o n  RATE WAS BASED ON THE MINIMUM COMP* RATE AND H IS  TOTAL COMPENSATION 

PAYMENT FOR THE ONE DAY WAS $9*29-  He WAS PA ID  IN  A PROMPT AND T IMELY 

MANNER- THE CLAIMS EXAMINER PA ID  THE OUTSTANDING SMALL MEDICAL B IL L  AND 

CLOSED THE F I L E ,  F A IL IN G  THROUGH HUMAN ERROR TO F IL E  THE REQUIRED TERMINATION 

REPORT REQUIRED BY THE STATE WORKERS' COMPENSATION D IV IS IO N -  VERY FORTUNATELY 

FOR US , A WEEK OR TWO LATER ANOTHER SMALL MEDICAL B IL L  CAME INTO OUR OFFICE 

WHICH CAUSED US TO PULL T H IS  F IL E  FROM OUR CLOSED F IL E S  AND AT THAT POINT IT

WAS NOTICED THAT WE HAD F A IL E D  TO F IL E  THE TERMINATION REPORT AND THE REPORT

WAS SUBSEQUENTLY F IL E D  AND AS A RESULT WE RECEIVED A PENALTY OF $ 2 0 0  OR $300-

Ha d  i t  n o t  b e e n  f o r  t h e  f a c t  t h a t  a n o t h e r  m e d i c a l  b i l l  c a m e  i n t o  o u r  o f f i c e

AND BROUGHT T H IS  F IL E  TO OUR ATTENTION , OUR F IR S T  NOTICE THAT WE HAD F A ILED  TO

F IL E  A F IN A L  REPORT WOULD HVE BEEN A LETTER FROM THE STATE D IV IS IO N  OF

W o r k e r s '  C o m p e n s a t io n  a s s e s s i n g  u s  a  $ 2 5 0 0  p e n a l t y  f o r  a  c l a i m  t h a t  i n v o l v e d  

$ 9 - 2 9  TO THE WORKMAN WHICH WAS PA ID  TO H IM  IN  A T IM ELY  FASHION- No ONE WAS 

HURT OR DAMAGED IN  ANY MANNER- I n  OTHER WORDS, I  WOULD L IK E  TO KNOW HOW THE 

PUNISHMENT F IT S  THE CRIME-

WE HAVE AN EVEN MORE BLATANT RECENT CASE WHEREIN THE INJURED WORKER WAS OVER­

PA ID  ON H IS  COMPENSATION CLAIM  BECAUSE HE HAD RETURNED TO WORK SEVERAL DAYS 

BEFORE WE WERE NO T IF IED-  As A RESULT OF T H IS ,  THE CLAIMS EXAMINER WROTE H IM  A 

LETTER ASKING FOR REIMBURSEMENT OF THE OVERPAYMENT AND SHE F A ILED  TO F IL E  A 

REPORT W ITH THE STATE AD V IS IN G  THEM THAT THE BENEFITS WERE TERMINATED AND THAT 

THE CLAIM HAD BEEN OVERPAID- So NOW WE ARE FACED W ITH  NOT ONLY HAVING OVER­

PA ID  THE WORKER BUT PAYING A RATHER LARGE PENALTY TO THE STATE IN  A D D IT IO N , 

AND AGAIN ON A CLAIM WHERE ABSOLUTELY NOBODY WAS DAMAGED IN  ANY WAY BY OUR 

FA ILURE TO F IL E  THE REPORT-

YOU W IL L  NOTE THAT THE LAW STATES, " I f  THE EMPLOYEE F A ILS  TO NOTIFY THE BOARD 

W IT H IN  14 DAYS, THE BOARD SHALL ASSESS AGAINST THE EMPLOYER A C IV IL  PENALTY OF 

$1UU PLUS $ 2 5  FOR EACH DAY IN  EXCESS OF 14 DAYS----"

I HAVE RECEIVED INFORMATION RECENTLY FROM VARIOUS PEOPLE WHO WERE INVOLVED IN  

THE FORMATION OF T H IS  LAW, AND IN  FACT EVEN ONE ATTORNEY WHO WAS INSTRUMENTAL 

IN  DRAFTING T H IS  L E G IS LA T IO N , AND IT  WAS THE IR  O P IN IO N  THAT T H IS  PENALTY WOULD 

NOT BE ROUTINELY ASSESSED BUT WOULD BE USED ONLY IN  CASES OF W ILFIJLL AND CON­

TINUAL V IOLAT IONS OF THE REPORTING REQUIREMENTS- T H IS  IS  CERTAINLY NOT THE 

CASE, NOR CAN IT  BE , BECAUSE THE LAW CLEARLY STATES, "SHALL ASSESS" AND DOES 

NOT SAY "MAY ASSESS IN  CASES OF W ILFULL  AND WANTON NEGLECT ,"  OR WORDS TO THAT 

EFFECT-

I WOULD AGAIN L IK E  TO REITERATE THAT WE HAVE NO OBJECTION TO F IL IN G  THESE RE­

PORTS AND, IN  FACT , WE HAVE ALWAYS F IL E D  ALL REPORTS WHICH ARE REQUIRED BY THE

Wo r k e r s ' Co m p e n s a t i o n  Bo a r d  \n d  w e  w i l l  c o n t i n u e  t o  do  so  w i t h  o r  w i t h o u t  t h e

THREAT OF ANY PENALTY- WE COMPLY W ITH THE LAW AS FULLY AS WE POSSIBLY CAN IN  

ALL S ITU AT IO N S , BUT BEL IEVE  IT  OR NOT, WE ARE SUBJECT TO AN OCCASIONAL HUMAN 

ERROR- I CANNOT BEGIN TO TELL YOU THE EFFECT THAT T H IS  DISCF/MINATORY PENALTY 

PROVISION HAS HAD ON THE MORALE OF THE EMPLOYEES IN  NOT Cl LY MY OFF ICE PUT 

THROUGHOUT OUR INDUSTRY-



The Ho norable Wa l t e r  F urnace
Pag e Th r ee
F ebru ary  8, 1983

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

e r r o r  on  t h e i r  p a r t  h a s  f a i l e d  t o  f i l e  a  r e p o r t  w i t h  t h e  s t a t e  a n d  a s  a  r e s u l t

HAS COST T H E IR  EMPLOYER A HUGE SUM OF MONEY, UP TO $ 2 5 0 0 ,  AND MUST BRING T H IS  

TO THE ATTENTION OF THE IR  EMPLOYER AMD SUFFER THE CONSEQUENCES* I HAVE HAD 

EMPLOYEES COME TO ME IN  TEARS, OFFER THE IR  RES IGNATIONS , OFFER TO PAY THE 

PENALTY, ETC * , WHICH OF COURSE WE WOULD NEVER CONSIDER DO ING , BUT I TH iNK THAT 

TH IS  IS  CRUEL, INHUMAN, UNNECESSARY AND UNREALISTIC* I CANNOT BEL IEVE  THAT 

THE BUREAUCRACY HAS INST ITUTED  SUCH AN INCREDIBLE MISCARRIAGE OF JUSTICE*

I n  t h e  l a s t  f e w  y e a r s  many s i t u a t i o n s  h a v e  a r i s e n  i n  t h e  W o r k e r s '  C o m p e n s a t io n  

D i v i s i o n  w h i c h  h a v e  d i s t r e s s e d  me g r e a t l y *  I h a v e  b e e n  i n v o l v e d  w i t h  w o r k e r s '

COMPENSATION INSURANCE IN  ALASKA FOR MANY, MANY YEARS AND I MUST SAY THAT I 

HAVE NEVER SEEN THE MORALE IN  OUR INDUSTRY AT THE LOW POINT IT  HAS REACHED TO­

DAY*

I WOULD GREATLY APPRECIATE YOUR CONSIDERATION OF T H IS  ISSUE AND YOUR EFFORTS 

TO ARR IVE  AT A F A IR  AND EQUITABLE SOLUTION TO THE PROBLEM*

Ve r y  t r u l y  y o u r s ,

SCOTT WETZEL S E R V I C E S ,  INC

Rejmee Mu r r a y  

Al a s k a  Ma n a g e

RM/vp

enc* Sec* 2 3 * 3 0 * 1 5 5 ( c ) A i . a s k a  W o r k e r s '  Comp* A c t



S c o t t  W e t z e l  S  r v t c e s  I n c o r p o r a t e d
An Alliiiaieot Tne Hom eG'oup Inc 

741 Sesame Street • Suite 1A • Anchorage, Alaska 99503 

Phone: (907)561-1725

F e b r u a r y  8 ,  1983

The  H o n o r a b l e  R i c h a r d  I -  E l i a s o n  

C h a i r m a n ,  L a b o r  & Commerce C o m m it te e  

A l a s k a  S t a t e  S e n a t e  

S t a t e  o f  A l a s k a  

P ouch  V
J u n e a u ,  AK 9 9 8 1 1

RE: A l a s k a  W o r k e r s '  C o m p e n s a t io n  A c t  

S e c t i o n  2 3 . 3 0 . 1 5 3 ( c )

De a r  S i r :

I WOULD L IK E  TO CALL YOUR ATTENTION TO SECTION 2 3 . 3 0 . 1 5 5 ( c )  OF THE ALASKA 

W o r k e r s '  C o m p e n s a t io n  A c t  w h i c h  r e f e r s  t o  t h e  e x c e s s i v e  p e n a l t i e s  w h ic h  a r e

BEING ROUTINELY ASSESSED AGAINST SELF"INSURED EMPLOYERS AND INSURANCE CARRIERS 

IN  T H IS  STATE FOR FA ILURE TO F IL E  REPORTS W ITH THE WORKERS' COMPENSATION

D i v i s i o n  w i t h i n  a  1 9  day  t im e  p e r i o d .

F i r s t  o f  a l l ,  I c a l l  y o u r  a t t e n t i o n  t o  t h e  f a c t  t h a t  t h e  p e n a l t y  i s  $100 f o r

THE F IR S T  DAY THAT THE REPORT IS  LATE AND $25 PER DAY THEREAFTER TO A MAXIMUM 

OF $2500 AND THE REC IP IENT  OF THESE PENALTIES IS  THE STATE OF ALASKA-

Se c o n d l y ,  t h e s e  p e n a l t i e s  i n  no  w a y ,  e i t h e r  d i r e c t l y  or  i n d i r e c t l y ,  i n u r e  to

THE BENEFIT  OF THE INJURED WORKER AND DO NOT AFFECT H IS  CASE ONE WAY OR THE

o t h e r .  Th e s e  r e p o r t s  a r e  f i l e d  w i t h  t h e  Al a s k a  De p a r t m e n t  of  Wo r k e r s ' 

Co m p e n s a t io n  s o l e l y  fo r  t h e  p u r p o s e  of  p r o v i d i n g  t h e m  w i t h  s t a t i s t i c a l

INFORMATION AND TO KEEP THEM CURRENTLY ADVISED ON THE ACTIONS AND STATUS OF

t h e  W o r k e r s '  C o m p e n s a t io n  c l a i m s .  I am i n  a g r e e m e n t  t h a t  t h e  B o a rd  n e e d s  t h i s

INFORMATION AND I HAVE NO QUARREL WITH THAT, HOWEVER, I AM IN  COMPLETE 

DISAGREEMENT THAT WE SHOULD BE SUBJECT TO HUGE F IN ES  FOR F A IL IN G  TO F IL E  A 

REPORT W IT H IN  A T IME FRAME WHICH IS  BOTH UNREALIST IC  AND UNNECESSARY-

T h e s e  p e n a l t i e s  a r e  a  d i r e c t  c o s t  to  t h e  e m p l o y e r  a n d /or  t h e  in s u r a n c e  c a r r i e r

WHICH ARE REFLECTED IN  THE IR  COST OF DOING BUSINESS , TH IS  COST IS  EVENTUALLY 

PASSED ON TO THE GENERAL PUBLIC AND CONSUMERS, OF COURSE, AND NO ONE BENEFITS

b u t  t h e  St a t e  o f  Al a s k a -

Th e  PORTION OF TH IS  LAW THAT SERIOUSLY CONCERNS ME IS  THAT THERE IS  ABSOLUTELY 

NO ALLOWANCE FOR HUMAN ERROR AND THE LAST IN D IV ID U A L  WHO WAS NOT SUBJECT TO 

HUMAN ERROR ALSO WALKED ON WATER-

I WOULD L IK E  TO G IVE YOU A COUPLE OF EXAMPLES THAT HAVE OCCURRED IN  OIIR OFF ICE 

TO SHOW YOU HOW RIDICULOUS TH IS  ENTIRE S ITUATION HAS RECOME*



The Honorable Wa l t e r  F urnace
Page Two
F ebruary  8 , 1985

We r e c e i v e d  a  m in o r  c l a i m  on  a n  e m p lo y e e  who l o s t  o n e  d a y  o f  t im e  a n d  H IS  COM­

PENSATION RATE WAS BASED ON THE MINIMUM COMP. RATE AND H IS  TOTAL COMPENSATION 

PAYMENT FOR THE ONE DAY WAS $9*29. He WAS PAID IN  A PROMPT AND TIMELY 

MANNER- THE CLAIMS EXAMINER PA ID  THE OUTSTANDING SMALL MEDICAL R IL L  AND 

CLOSED THE F I L E ,  F A IL IN G  THROUGH HUMAN ERROR TO F IL E  THE REQUIRED TERMINATION 

REPORT REQUIRED BY THE STATE WORKERS* COMPENSATION D IV IS IO N -  VERY FORTUNATELY 

FOR US , A WEEK OR TWO LATER ANOTHER SMALL MEDICAL B IL L  CAME INTO OUR OFFICE 

WHICH CAUSED US TO P U lL  T H t S F IL E  FROM OUR CLOSED F IL E S  AND AT THAT POINT IT

WAS NOTICED THAT WE HAD FA ILED  TO F IL E  THE TERMINATION REPORT AND THE REPORT

WAS SUBSEQUENTLY F IL E D  AND AS A RESULT WE RECEIVED A PENALTY OF $200 OR $300-
Ha d  i t  n o t  b e e n  f o r  t h e  f a c t  t h a t  a n o t h e r  m e d i c a l  r i l l  ca m e  i n t o  o u r  o f f i c e

AND BROUGHT T H IS  F IL E  TO OUR ATTENTION, OUR F IR S T  NOTICE THAT WE HAD FA ILED  TO

F IL E  A F INAL  REPORT WOULD HVE BEEN A LETTER FROM THE STATE D IV IS IO N  OF

W o r k e r s '  C o m p e n s a t io n  a s s e s s i n g  u s  a  $2500 p e n a l t y  f o r  a  c l a im  t h a t  i n v o l v e d  

$9-29 TO THE WORKMAN WHICH WAS PAID TO H IM  IN  A T IMELY FASHION- No ONE WAS 

HURT OR DAMAGED IN ANY MANNER- I n  OTHER WORDS, I  WOULD L IK E  TO KNOW HOW THE 

PUNISHMENT F IT S  THE CRIME-

We HAVE AN EVEN MORE BLATANT RECENT CASE WHEREIN THE INJURED WORKER WAS OVER­

PA ID  ON H IS  COMPENSATION CLAIM BECAUSE HE HAD RETURNED TO WORK SEVERAL DAYS 

BEFORE WE WERE NO T IF IED- As A RESULT OF T H IS ,  THE CLAIMS EXAMINER WROTE HIM A 

LETTER ASKING FOR REIMBURSEMENT OF THE OVERPAYMENT AND SHE FA ILED  TO F IL E  A 

REPORT WITH ThE STATE ADV IS ING  THEM THAT THE RENEFITS WERE TERMINATED AND THAT 

THE CLAIM HAD BEEN OVERPAID- So NOW WE ARE FACED W ITH NOT ONLY HAVING OVER­

PA ID  THE WORKER BUT PAYING A RATHER LARGE PENALTY TO THE STATE IN  AD D IT IO N , 

AND AGAIN ON A CLAIM WHERE ABSOLUTELY NOBODY WAS DAMAGED IN ANY WAY BY OIIR 

FA ILURE TO F IL E  THE REPORT-

YOU W ILL  NOTE THAT THE LAW STATES, " I f  THE EMPLOYEE FA ILS  TO NOTIFY THE BOARD 

W IT H IN  19  DAYS, THE BOARD SHALL ASSESS AGAINST THE EMPLOYER A C IV IL  PFNALTY OF 

$100 PLUS $25 FOR EACH DAY IN  EXCESS OF 19  DAYS "

I HAVE RECEIVED INFORMATION RECENTLY FROM VARIOUS PEOPLE WHO WERE INVOLVED IN  

THE FORMATION OF TH IS  LAW, AND IN  FACT EVEN ONE ATTORNEY WHO WAS INSTRUMENTAL 

IN  DRAFTING TH IS  LEG ISLAT IO N , AND IT  WAS THE IR  OPIN ION THAT TH IS  PENALTY WOULD 

NOT BE ROUTINELY ASSESSED RUT WOULD BE USED ONLY IN  CASES OF W ILFULL AND CON­

TINUAL VIOLATIONS OF THE REPORTING REOUIREMENTS- TH IS  IS CERTAINLY NOT THE 

CASE, NOR CAN IT  BE , BECAUSE THE LAW CLEARLY STATES, "SHALL ASSESS" AND DOES 

NOT SAY "MAY ASSESS IN  CASES OF W ILFULL AND WANTON NEGLECT," OR WORDS TO THAT 

EFFECT-

1 WOULD AGAIN L IK E  TO REITERATE THAT WE hAVE NO OBJECTION TO F IL IN G  THESE RE­

PORTS AND, IN  FACT, WE HAVE ALWAYS F IL E D  ALL REPORTS WHICH ARE REQUIRED BY THE

Wo r k e r s ' Co m p e n s a t io n  Bo a r d  a n d  w e  w i l l  c o n t in u e  t o  do  so  w i t h  or  w it h o u t  t h e

THREAT OF ANY PENALTY- We COMPLY WITH THE LAW AS FULLY AS WE POSSIBLY CAN IN 

ALL S ITUAT IO NS , BUT BELIEVE IT  OR NOT, WE ARE SUBJECT TO AN OCCASIONAL HUMAN 

ERROR- I CANNOT BEGIN TO TELL YOU THE EFFECT THAT TH IS  DISCRIMINATORY PENALTY 

PROVISION HAS HAD ON THE MORALE OF THE EMPLOYEES IN  NOT ONLY MY OFFICE PUT 

THROUGHOUT UUR INDUSTRY-



T h e  Ho n o r a b l e  Wa l t e r  F u r n a c e

Pa g e  Th r e e

F e b r u a r y  8, 1983

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

ERROR ON THE IR  PART HAS FA ILED  TO F IL E  A REPORT W ITH THE STATE AND AS A RESULT 

HAS COST THE IR  EMPLOYER A HUGE SUM OF MONEY, UP TO $ 2 9 0 0 ,  AND MUST BRING TH IS  

TO THE ATTENTION OF THEIR  EMPLOYER AND SUFFER THE CONSEQUENCES* I HAVE HAD 

EMPLOYEES COME TO ME IN  TEARS, OFFER THE IR  RESIGNATIONS, OFFER TO PAY THE 

PENALTY, ETC* , WHICH OF COURSE WE WOULD NEVER CONSIDER DOING, BUT I THINK THAT 

TH IS  IS  CRUEL, INHUMAN, UNNECESSARY AND UNREALISTIC* I CANNOT BELIEVE THAT 

THE BUREAUCRACY HAS INSTITUTED SUCH AN INCREDIBLE MISCARRIAGE OF JUSTICE*

I n  t h e  l a s t  few  y e a r s  many s i t u a t i o n s  h a v e  a r i s e n  i n  t h e  W o r k e r s '  C o m p e n s a t io n  

D i v i s i o n  w h ic h  h a v e  d i s t r e s s e d  me g r e a t l y *  I ha v e  been  i n v o l v e d  w i t h  w o r k e r s '  

c o m p e n s a t i o n  i n s u r a n c e  i n  A l a s k a  f o r  m a n y ,  many y e a r s  a n d  I m ust  s a y  t h a t  I
HAVE NEVER SEEN THE MORALE IN  OUR INDUSTRY AT THE LOW POINT IT  HAS REACHED TO­

DAY*

1 WOULD GREATLY APPRECIATE YOUR CONSIDERATION OF TH IS ISSUE AND YOIIR EFFORTS 

TO ARRIVE AT A FA IR  AND EQUITABLE SOLUTION TO THE PROBLEM*

Ve r y  t r u l y  y o ij r s ,

SCOTT WETZEL S E R V IC E S ,  INC*

R£n e e  Mu r r a y  (

Al a s k a  Ma n a g e r

RM/vp

enc* Sec* 2 3 * 3 0 * 1 3 b ( c )  A l a s k a  W o r k e r s '  Comp* A c t



Alaska State Legm;attire
Senate

O f f i c i a l  B u s i n e s s P o u c h  V  
S t a t e  C a p i b l  

J u n e a u ,  A l a s k a  9 9 8 1 1

P r o p o s e d  A m e n d m e n t :  P a g e  10, L i n e  10, a d d  t h e  f o l l o w i n g :

A S  2 3 . 3 0 . 1 5 5  (c) U p o n  m a k i n g  t h e  f i r s t  p a y m e n t ,  a n d  u p o n  a n  i n c r e a s e ,  

r e d u c t i o n ,  d e t e r m i n a t i o n ,  s u s p e n s i o n ,  r e s u m p t i o n ,  or  

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

p l o y e r  s h a l l  n o t i f y  t h e  b o a r d  w i t h i n  14 d a y s ,  o n  a f o r m  

p r e s c r i b e d  b y  t h e  b o a r d ,  t h a t  p a y m e n t  o f  c o m p e n s a t i o n  

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

r e s u m e d ,  c h a n g e d ,  o r  s u s p e n d e d ,  as t h e  c a s e  m a y  be. If 

t h e  e m p l o y e r  f a i l s  t o  n o t i f y  t h e  b o a r d  w i t h i n  14 d a y s ,  

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

al t y  o f  $ 1 0 0  p l u s  $10 [$25] for e a c h  d a y  i n  e x c e s s  of 

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

p e n a l t i e s  u n d e r  t h i s  s e c t i o n  m a y  n o t  e x c e e d  $ 1 , 0 0 0  

[$2,500] for e a c h  f a i l u r e  to  f i l e  a r e q u i r e d  r e p o r t .

R e n u m b e r  o t h e r  s e c t i o n s  a c c o r d i n g l y .
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S c o t t  W e t z e l  S e r v i c e s  I n c o r p o r a t e d
An Affiiiaip The Home G'ouo Inc

741 Sesame Sheet • Suite 1A • Anchorage. Alaska 99503 

Phone:(907)561-1725

F e b r u a r y  8 ,  1 9 8 3

J. P a u l  H o u s e ^ A w i i n i s t r a t o r
S e c o n d  I n j u ^ t T u n d
Wo r k e r s ' C o m p e n s a t i o n  D i v i s i o n
S t a t e  o f  A l a s k a
P - U J o x  1 149

Juneau, AK 99811
D e a r  P a u l :

f'lARION iSERRY HAS REFERRED TO ME YOUR MEMO OF 2 / 2 / 8 3  REFERENCE A LATE REPORT 

PENALTY ON STEVE SCHOONMAKER AND THE LETTER ATTACHED ASSESSING A $ 1 , 5 7 5  LATE 

REPORT PENALTY-

NARION IS  VERY UPSET THAT YOU ARE QUESTIONING HER HONESTY AND INTEGRITY AND 

RIGHTFULLY SO- No ONE IN  OUR OFFICE IS GOING TO L IE  TO YOU AND WE STRONGLY 

OBJECT TO BEING ASKED TO PROVIDE AN A F F ID A V IT  ON TH IS OR ANY OTHER CLAIM-

lN  TH IS  PARTICULAR CASE, THERE IS A VERY SIMPLE EXPLANATION IN  THAT TWO F ILES  

HAVE BEEN SET UP IN  YOUR O FF IC E , ONE UNDER F IL E  NUMBER 222819~SCHOONMAKER AND 

A SECOND F IL E  NUMBER 226313"ShOONMAKER- We  FEEL CERTAIN THAT IF  YOU CHECK 

BOTH F ILE S  YOU W IL L  F IN D  THE ELUSIVE REPORT WHICH W ILL  PROVE TO YOU THAT WE 

D ID  IN  FACT F IL E  IT  ON 1 1 / 4 / 8 2  AS INDICATED-

W h a t  t h i s  w h o l e  s i t u a t i o n  d o e s  i l l u s t r a t e  q u i t e  p o i n t e d l y  i s  h o w  r i d i c u l o u s
AND UNFAIR TH IS  PENALTY S ITUAT ION IS IN  THAT WE COULD HAVE BEEN ASSESSED A 

$ 1 , 5 / 5  PENALTY FOR A SIMPLE M ISSPELLING OF A UAME-

I AM CONTINUING IN MY EFFORTS TO DO EVERYTHING POSSIBLE TO OBTAIN THE REPEAL

o f  S e c t i o n  2 3 - 3 U - 1 5 5 ( c )  o f  t h e  A l a s k a  Wo r k e r s ' C o m p e n s a t i o n  A c t ,  i n c l u d i n g
CONTACT W ITH GOVERNOR SHEFF IELD  AND FOR YOUR INFORMATION I'M ATTACHING HERETO 

A COPY OF A LETTER WHICH 1 AM CIRCULATING TO THE LEGISLATORS AND WHICH OUT­

LINES  MY POSIT ION AND ORJECTION TO TH IS  VERY UNFAIR AND DISCRIMINATORY 

PENALTY*

1 HANK YOU FOR CALLING T H IS  CASE TO MY ATTENTION BECAUSE IT CERTAINLY D ID  ADD 

FURTHER CREDENCE TO MY ARGUMENT-

S i n c e r e l y

SC 01T  WLT2LL S b K V IC E S ,  INC-

R e n e e  M u r r a y  
A l a s k a  M a n a g e r

KM/vp
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S T A T E  O c  A L A S K A
d e p a r t m e n t  l a b o r  

WORKUPS C O M P E N S A T IO N  D I V I S I O N

P . O .  B O X  1 1 4 9
J U N E A U  AL A SK  A 9 9 0 1  1

( T O  7 ) 4 6 5  ? 7 9 0 D A T E  J  1 /  3 1 / 8 3

S C O T T  W E T Z E L  S E R V I C . F S  
7 4 !  S E S A M E  S T  S U I T E  1 A
ANCHOR AGP A K  9 9 5 0 3

D E A R  I N S U R E R :

AS ? 3 . 3 0 . 1 5 5 ( r i  R E Q U I R E S  YOU TO N O T I F Y  T H F  BOARD W I T H I N  1 4  DAYS A F T E R  

M A K I N G  E T R S T  P A Y M E N T  OR I N C R E A S I N G ,  R E D U C I N G ,  T E R M I N A T I N G ,  S U S P E N D I N G ,  

R E S U M I N G  OR C H A N G I N G  C O M P E N S A T I O N  R A T E S  OR T Y P E S .

YO'JR C O M P E N S A T I O N  R EP ORT  F n p  t h e  C A S F  C A P T I O N E n  RFLOW R E G A R D I N G  P A Y M E N T  

MADE  1 1 / 0 4 / 0 ? ,  WAS 6 0  DA YS  O V F R D U E .  A C C O R D I N G L Y ,  f l , 5 7 5  
L A T E  PFPOP.T P F N A L T Y  I S  D U E .  P L E AS E  SFND  YOUR C H EC K  I N  T H A T  AMOUNT TO 

T H E  SFCOMO I N J U R Y  F U N D ,  P . O .  BOX 1 1 4 0 ,  J U N E A U ,  AK 9 9 0  I I  .

E M P L O v E E :  S C  M O O N M A K E 0 ,  S T E V E
P O BOY 6R6

K 0 0 1 A K AK 9 9 6 1 5
E M P L O Y E R A L A S K A ,  STATF  OF ( F f . G I

o e p t  o f  f i s h  a n d  g a m e
P . O .  B O X  6 0 6  •'

I N J U R Y  D A T E :  

A W C B  C AS E  N O :

R F E YDUR C L A I M

K O H I  AK 

10/15/9° 
? ?  ? 0  19  

? 6 7

AK 9 9 6 1 5

SEC O ND  I N J U R Y  FUND

F3° M N O .  6 1 0 4 R
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Chapter 3

A  b a s i c  o b j e c t i v e  o f  a  m o d e m  w o r k m e n ’ s 
c o m p e n s a t i o n  p r o g r a m  i s  t o  p r o v i d e  p r o t e c t i o n  
t o  w o r k e r s  a g a i n s t  l o s s  o f  i n c o m e  f r o m  w o r k -  
r e l a t e d  i n j u r i e s  a n d  d i s e a s e s .  T o  a c h i e v e  t h i s  
g o a l ,  t h e  p r o g r a m  m u s t  c a r e f u l l y  w e i g h  t h e  
w o r k e r ’ s  i n t e r e s t  i n  s u b s t a n t i a l  i n c o m e  b e n e f i t s  
a g a i n s t  f a c t o r s  s u c h  a s  t h e  l o s s  o f  i n c e n t i v e  f o r  
r e h a b i l i t a t i o n ,  w h i c h  s o m e  b e l i e v e  m a y  o c c u r  i f  
i n c o m e  b e n e f i t s  a r e  t o o  h i g h .

A  p e r f e c t  b a l a n c e  o f  t h e s e  c o n t e n d i n g  
i n t e r e s t s  c a n  n o t  b e  r e a c h e d  b y  a  s c i e n t i f i c  
f o r m u l a  o r  a n y  o t h e r  m e a n s .  I t  i s  p o s s i b l e ,  
h o w e v e r ,  t o  d e v e l o p  g e n e r a l  g u i d e l i n e s  f o r  i n ­
c o m e  b e n e f i t s ,  a n d  m u c h  o f  t h i s  c h a p t e r  is  
d e v o t e d  t o  t h a t  t a s k .  T h e s e  g u i d e l i n e s  a r e  u s e d ,  
t o g e t h e r  w i t h  r e c o m m e n d a t i o n s  a d v a n c e d  e a r l i e r  
b y  o t h e r  o r g a n i z a t i o n s ,  t o  e v a l u a t e  t h e  c a s l i  
b e n e f i t s  i n  c u r r e n t  w o r k m e n ’ s c o m p e n s a t i o n  
p r o g r a m s .

W e  a r e  a s k e d  b y  t h e  O c c u p a t i o n a l  S a f e t y

a n d  H e a l t h  A c t  o f  1 9 7 0  t o  e v a l u a t e  s e v e r a l  
a s p e c t s  o f  S t a t e  w o r k m e n ’ s c o m p e n s a t i o n  l a w s ,  
i n c l u d i n g  t h e  a m o u n t  a n d  d u r a t i o n  o f  p e r m ­
a n e n t  a n d  t e m p o r a r y  d i s a b i l i t y  b e n e f i t s ,  w i t h  
r e s p e c t  t o  t h e i r  a d e q u a c y  a n d  e q u i t y .  A l t h o u g h  
w o r k m e n ’ s  c o m p e n s a t i o n  h a s  m a n y  s t r e n g t h s ,  a s  
t h i s  r e p o r t  w i l l  e l a b o r a t e ,  s u r e l y  t h e  c u r r e n t  l e v e l  
o f  b e n e f i t s  i s  n o t  a m o n g  t h e m .  E x c e p t  i n  a  f e w  
S t a t e s ,  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  a r e  
n o t  a d e q u a t e .  M o r e o v e r ,  t h e  a d e q u a c y  o f  c a s h  
b e n e f i t s  i n  o n l y  a  f e w  S t a t e s  e m p h a s i z e s  t h e  
i n e q u i t i e s  w h e n  c o m p a r i s o n s  a r e  m a d e  a m o n g  
S t a t e s .  I n e q u i t i e s  a l s o  o c c u r  w i t h i n  S t a t e s .  I n  
s o m e ,  w o r k e r s  w i t h  m i n o r  i m p a i r m e n t s  r e c e i v e  
r e l a t i v e l y  m o r e  g e n e r o u s  b e n e f i t s  t h a n  w o r k e r s  
w i t h  s e r i o u s  i m p a i r m e n t s .

P r o g r e s s  i n  r e c e n t  y e a r s  i n  r a i s i n g  b e n e f i t  
l e v e l s  p r o v i d e s  e n c o u r a g i n g  e v i d e n c e  o f  i n c r e a s e d  
i n t e r e s t  b y  t h e  S t a t e s  i n  i m p r o v i n g  w o r k m e n ’ s 
c o m p e n s a t i o n .  N o n e t h e l e s s ,  e v e n  t h e  r e c e n t
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i m p r o v e m e n t s  l e a v e  m a n y  S t a t e s  w i t h  i n a d e ­
q u a t e  b e n e f i t s ,  a s  t h i s  c h a p t e r  w i l l  d e m o n s t r a t e .

A .  G E N E R A L  I S S U E S  C O N C E R N I N G  
I N C O M E  B E N E F I T S

S e v e r a l  g e n e r a l  i s s u e s  m u s t  b e  d i s c u s s e d  
b e f o r e  t h e  s p e c i f i c  c a t e g o r i e s  o f  b e n e f i t s —  
t e m p o r a r y  t o t a l ,  p e r m a n e n t  t o t a l ,  p e r m a n e n t  
p a r t i a l ,  a n d  d e a t h - c a n  b e  e v a l u a t e d .

T w o  T y p e s  o f  B e n e f i t s  *

A s  i n d i c a t e d  i n  C h a p t e r  2 ,  a  w o r k e r  m u s t  
m e e t  t h r e e  t e s t s  b e f o r e  h e  i s  p o t e n t i a l l y  e l i g i b l e  
f o r  i n c o m e  b e n e f i t s .  T h e  w o r k e r  m u s t  ( 1 )  e x ­
p e r i e n c e  a n  i m p a i r m e n t  ( 2 )  c a u s e d  b y  a n  i n j u r y  
o r  d i s e a s e  ( 3 )  t h a t  i s  w o r k - r e l a t e d .  I f  t h e s e  t e s t s  
a r e  m e t ,  t h e n  t w o  t y p e s  o f  w o r k m e n ’ s  c o m p e n ­
s a t i o n  c a s h  b e n e f i t s  a r e  p o s s i b l e :

i .  I m p a i r m e n t  benefits a r e  p a i d  t o  a  
w o r k e r  w i t h  a n  i m p a i r m e n t  c a u s e d  b y  
a  w o r k - r e l a t e d  i n j u r y  o r  d i s e a s e ,  a n d

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

I m p a i r m e n t  b e n e f i t s  a r e  p a i d  w T i e t h e r  o r  
n o t  t h e  w o r k e r  e x p e r i e n c e s  a  w a g e  l o s s .  D i s a b i l ­
i t y  b e n e f i t s  a r e  p a i d  o n l y  i f  t h e  w o r k e r  h a s  a n  
a c t u a l  o r  p o t e n t i a l  w a g e  l o s s  d u e  t o  a  w o r k -  
r e l a t e d  i m p a i r m e n t .

T h e  e x a c t  c i r c u m s t a n c e s  g o v e r n i n g  p a y ­
m e n t  o f  i m p a i r m e n t  b e n e f i t s  a n d  d i s a b i l i t y  
b e n e f i t s  i n  t h e  p r e s e n t  w o r k m e n ’ s c o m p e n s a t i o n  
p r o g r a m  a r e  d e s c r i b e d  i n  l a t e r  s e c t i o n s .  I n  
g e n e r a l ,  t e m p o r a r y  t o t a l ,  p e r m a n e n t  t o t a l ,  a n d  
d e a t h  b e n e f i t s  r e q u i r e  d i s a b i l i t y .  I m p a i r m e n t  
b e n e f i t s  a r e  p r e s e n t l y  o f  i m p o r t a n c e  o n l y  a s  a  
b a s i s  f o r  p e r m a n e n t  p a r t i a l  b e n e f i t s  a l t h o u g h ,  
e v e n  f o r  t h i s  c l a s s  o f  b e n e f i t s ,  d i s a b i l i t y  i s  t h e  
p r i m a r y  b a s i s  f o r  a w a r d s .

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

T h e  P r o p e r  A p p r o a c h  f o r  D e t e r m i n i n g  (  
D i s a b i l i t y  B e n e f i t s

A  n u m b e r  o f  i s s u e s  m u s t  b e  r e s o l v e d  i n  
t h e  d e s i g n  o f  a  w o r k m e n ’ s  c o m p e n s a t i o n  d i s ­
a b i l i t y  b e n e f i t  s c h e d u l e .  W h a t  i s  t h e  p r o p e r  
m e a s u r e  o f  t h e  w o r k e r ’ s  e c o n o m i c  l o s s  r e s u l t i n g  
f r o m  a  w o r k - r e l a t e d  i m p a i r m e n t ?  S h a l l  o n l y  
w a g e s  b e  c o n s i d e r e d ,  o r  s h o u l d  f r i n g e  b e n e f i t s  b e  
a d d e d ?  S h o u l d  c o n s i d e r a t i o n  b e  g i v e n  t o  t h e  
i m p a c t  o f  i n c o m e  t a x e s ?  A n d  w h a t  p r o p o r t i o n  
o f  e c o n o m i c  l o s s  s h o u l d  b e  c o m p e n s a t e d ?

R e m u n e r a t i o n  o r  e a r n i n g s ?  T h e  v a l u e  o f  a  
j o b  t o  a  w o r k e r  c a n n o t  b e  m e a s u r e d  s i m p l y  b y  
h i s  w a g e  o r  s a l a r y .  T a b l e  3 . 1  d o c u m e n t s  t h e  
g r o w i n g  i m p o r t a n c e  o f  s u p p l e m e n t s  r e l a t i v e  t o  
e a r n i n g s  i n  t h e  e m p l o y e e ’ s t o t a l  r e m u n e r a t i o n .  
E a m i n g s  a r e  d e f i n e d  i n  t h i s  t a b l e  t o  i n c l u d e  
b a s i c  w a g e s  a n d  s a l a r i e s  p j u s  i r r e g u l a r  w a g e  
p a y m e n t s  ( e . g . ,  p a y m e n t s  f o r  o v e r t i m e )  p l u s  p a y  
f o r  l e a v e  t i m e .  E v e n  w i t h  t h i s  i n c l u s i v e  d e f i n i ­
t i o n  o f  e a m i n g s ,  r e m u n e r a t i o n  a s  a  p e r c e n t a g e  o f  
e a m i n g s  h a s  i n c r e a s e d  f r o m  1 0 4 . 2  p e r c e n t  i n  
1 9 4 6  t o  1 1  1 . 4  p e r c e n t  i n  1 9 7 0 .

T h e  s t a t u s  o f  s u p p l e m e n t s  s u b s e q u e n t  t o  a  
w o r k e r ’ s i n j u r y  o r  d i s e a s e  v a r i e s  w i t h  c i r c j f  
s t a n c e s .  S o m e  e m p l o y e r s  c o n t i n u e  p a y m e n t s  o n  
b e h a l f  o f  t h e i r  i n j u r e d  w o r k e r s  f o r  s u c h  p r o ­
g r a m s  a s  h e a l t h  i n s u r a n c e ,  l i f e  i n s u r a n c e ,  a r i d  
p e n s i o n s .  M o r e o v e r ,  s o m e  w o r k e r s  i n j u r e d  o n  
t h e  j o b  m a y  b e  e l i g i b l e  f o r  b e n e f i t s  u n d e r  
s u p p l e m e n t a r y  p r o g r a m s ,  s u c h  a s  t h e  d i s a b i l i t y  
r e t i r e m e n t  o p t i o n  i n  a  p e n s i o n  p l a n .  H o w e v e r ,  a  
d i s a b l e d  w o r k e r  m a y  l o s e  s o m e  s u p p l e m e n t s ,  
p a r t i c u l a r l y  i f  h e  i s  o u t  o f  t h e  j o b  f o r  a n  
e x t e n d e d  p e r i o d .  B e c a u s e  w o r k m e n ’ s  c o m p e n s a ­
t i o n  b e n e f i t s  u s u a l l y  a r c  t i e d  s o l e l y  t o  e a r n i n g s ,  
t h e  p r o g r a m  is  i n c r e a s i n g l y  d e f i c i e n t  i n  t h e  
p r o t e c t i o n  p r o v i d e d  t o  t h e  r e m u n e r a t i o n  o f  
A m e r i c a n  w o r k e r s .

T o t a l  o r  n e t  r e m u n e r a t i o n ?  W h i l e  w o r k ­
m e n ’ s c o m p e n s a t i o n  s h o u l d  p r o t e c t  r c m u n c / a -  
t i o n  ( e a m i n g s  p l u s  s u p p l e m e n t s ) ,  i t  i s  n e t  r e ­
m u n e r a t i o n ,  n o t  t o t a l  r e m u n e r a t i o n  t h a t  i s  t h e  
r e l e v a n t  b a s i s  f o r  w o r k m e n ’ s  c o m p e n s a t i o n  
b e n e f i t s .  N e t  r e m u n e r a t i o n  t a k e s  a c c o u n t  v . f  
p a y r o l l  t a x e s  a n d  j o b - r e l a t e d  e x p e n s e s  i n c u r r e d  
b y  a  w o r k e r .

T a b l e  3 . 2  i n d i c a t e s  h o w  t a x e s  t a k e  a n  
i n c r e a s i n g  s h a r e  o f  e a m i n g s .  I n  1 9 4 6 ,  g r o s s  
a v e r a g e  w e e k l y  e a m i n g s  w e r e  S 4 6 . 6 9 ,  a n d : '  • 
m o s t  9 8  p e r c e n t  o f  t h i s  i n c o m e  w a s  s p e n d a o i e .



earnings in all private industries,

Remuneration per fuli-tima employee 

Earnings per full-time employee 

Remuneration as a percentage of earnings

$1352

$1291

104.7

2450

2360

104.2 111.4

TABLE  3 .1 .  Relationship o f  average annual total remuneration to  average annual 
1 94 0 -70

S ou rc e . C a lcu la ted  f ro m  da ta  in  T ab le s  6 . 1 , 6 . 4 ,  and 6 .5  o f  U .S . D epa rtm en t o f  C om m erce , The National Income and Product Accounts 
o f  the United States. 1929 -1965 Statistical Tables: Survey o f  Current Business, J u ly  1 9 7 0  and Ju ly  1 9 7 1 .

In  th is  R e p o r t , '• rem un e ra t io n "  is used in  p lace o f  " c om p en sa t io n ,"  as th a t te rm  is d e fin ed  in the above pub lica tion s . "E am in g s "  and 
"W ages and  S a la r ie s "  are  e q u iv a le n t. T h e  d e fin ition s  in  the D epa rtm en t o f  C om m erce  p ub lic a tion  a rc :

Compensation o f  employees is the in com e  accruing to  persons in  an em ppv 'ee  s ta tu s as rem une ra tion  fo r  the ir w o rk . I t  is the sum 
o f  wages and sa laries and  supp lem en ts t o  wages and salaries.

Wages and salaries consists o f  the m on e ta ry  rem une ra tion  o f  em p b y e e s , inc lus ive o f  execu tives' com pensation , com m issions , tips, 
and  bonuses , and  o f  p aym en ts in  k in d  which represen t in com e to  the rec ip ien ts .

Supplements to wages and salaries consists o f  em p lo y e r c o n tr ib u tio n s  f o r  s o d a l in su rance and o f  o th e r la b o r incom e. E m p lo y e r  
c o n tr ib u tio n s  f o r  soc ia l in su rance com nrises em p lo y e r p aym en ts under the soc ia l secu rity , F ede ra l and S ta te  unem p loym en t 
in su ran ce , ra ilro ad  re tirem en t and  unem p loym en t in su rance, g ove rnm en t re tirem en t and a few  o th e r m in o r social insui ice p rog ram s. 
O th e r la b o r  in com e  com prises e m p lo y e r  con tr ib u tion s  to  p riva te p en s ion , h e a lth , u n em p lo ym en t , and w e lfa re  fu n d s ; com pensation  
f o r  in ju r ie s ; d ire c to rs ’  fee s ; pay o f  the m ilita ry  reserve ; and a few  o th e r m in o r item s.

rr*?

t o  b e c o m e  m o r e  a t t r a c t i v e  r e l a t i v e  t o  a  w o r k e r ’ s 
s p e n d a b l e  e a m i n g s .  I f  w e e k l y  b e n e f i t s  w e r e  t i e d  
t o  p r e - t a x  w a g e s ,  a n d  i f  t h e  l i m i t s  o n  m a x i m u m  
w e e k l y  b e n e f i t s  w e r e  r a i s e d  t o  t h e  p o i n t  w h e r e  
m o s t  w o r k e r s  w o u l d  h a v e  a l l  o f  t h e i r  p r e - t a x  
w a g e s  u s e d  i n  c a l c u l a t i n g  d i s a b i l i t y  b e n e f i t s ,  h i g h  
w a g e  w o r k e r s  w o u l d  r e c e i v e  s o  m u c h  t h a t  t h e i r  
i n c e n t i v e  f o r  r e h a b i l i t a t i o n  m i g h t  b e  w e a k e n e d .  
B e c a u s e  t h e  i n c o m e  t a x  i s  p r o g r e s s i v e ,  t a x - f r e e  
b e n e f i t s  s e t  a s  a  p e r c e n t a g e  o f  p r e - t a x  e a m i n g s  
w o u l d  t e n d  t o  a p p r o a c h  o r  e v e n  s u r p a s s  p o s t - t a x  
e a m i n g s  f o r  h i g h  w a g e  w o r k e r s .

D e p e n d e n t s ’  a l l o w a n c e ?  S t i l l  a n o t h e r  f a c ­
t o r  m u s t  b e  c o n s i d e r e d  i n  t h e  d e s i g n  o f  w o r k ­
m e n ’ s  c o m p e n s a t i o n  b e n e f i t s .  M a n y  S t a t e s  p a y  a 
d e p e n d e n t s ’  a l l o w a n c e  i n  a d d i t i o n  t o  t h e  b a s i c  
b e n e f i t  f o r  t h e  d i s a b l e d  w o r k e r .  F r o m  t h e  
e m p l o y e r ’ s  s t a n d p o i n t ,  t h e  d e p e n d e n t s ’  a l l o w ­
a n c e  m a y  s e e m  i l l o g i c a l  b e c a u s e  h e  p a y s  t h e  
s a m e  w a g e  t o  a  w o r k e r  w h e t h e r  o r  n o t  t h a t  
w o r k e r  h a s  d e p e n d e n t s .  O n  t h e  o t h e r  h a n d ,  f r o m  
t h e  e m p l o y e e ’ s  s t a n d p o i n t ,  t h e  d e p e n d e n t s ’ 
a l l o w a n c e  m a y  s e e n  e n t i r e l y  r a t i o n a l .  B e c a u s e  
o f  t h e  i n c o m e  t a x ,  t w o  w o r k e r s  w i t h  t h e  s a m e  
p r e - t a x  w a g e s  m a y  h a v e  d i f f e r e n t  p o s t - t a x  
w a g e s :  t h e  f a m i l y  w i t h  m o r e  d e p e n d e n t s  w i l l  
h a v e  t h e  l a r g e r  i n c o m e  a f t e r  t a x e s .  I t  c a n  b e  
a r g u e d  t h a t  w o r k m e n ’ s c o m p e n s a t i o n  b e n e f i t s  
s h o u l d  r e f l e c t  d i f f e r e n c e s  i n  n e t  r e m u n e r a t i o n  
a m o n g  w o r k e r s  w i t h  d i f f e r e n t  n u m b e r s  o f  d e ­
p e n d e n t s .

TABLE  3 .2 . Relation between gross and spendable 
week ly earnings, 1940 -70

1956

Year

(1)

Gross

average3

Spendable

average15

(3)

Spendable 

as pet of 

gross

$ 27.02 

46.69 

81.15 

114.51 

141.09

$ 26.76 

45.55 

74.16 

101.17 

121.70

99.0%

97.6

91.4

88.4 

86.3

I n  1 9 7 0 ,  g r o s s  w e e k l y  e a m i n g s  w e r e  $ 1 4 1 . 0 9 ,  
b u t  o n l y  8 6  p e r c e n t  w a s  s p e n d a b l e :  t h e  b a l a n c e  
w e n t  f o r  F e d e r a l  i n c o m e  t a x e s  a n d  S o c i a l  
S e c u r i t y  d e d u c t i o n s .  B e c a u s e  w o r k m e n ’ s c o m ­
p e n s a t i o n  b e n e f i t s  a r e  t i e d  t o  b a s i c  w a g e s  a n d  
s a l a r i e s ,  a n d  b e c a u s e  t h e  b e n e f i t s  a r e  t a x - f r e e ,  
w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  h a v e  t e n d e d

a

b

C ro s s  average w eek ly  w a"es fo r  a ll w o rke rs  covered b y  the 
u n em p lo ym en t insu rance p rog ram , U .S . average, from  Hand­
b o o k  o f  -m p lo y m e i . l In su rance F inanc ia l D a ia , 
1 9 3 8 - 1 9 7 0 .
S p endab le  average w eek ly  earn ings fo r  a m arried  w o rke r and 
th ree  dependen ts . Spendab le  earnings re fle c t deductions fo r  
F .edera l in com e and s o d a l secu rity  taxes. F o rm u la s  are 
p resen ted  in U .S . D epa rtm en t o f  L a b o r , bu reau  o f  L abo r 
S ta tis t ic s , Employment and Eamings F eb ru a ry  1 9 7 2 , pp. 
1 3 -1 7 .



A  n e w  b a s i s  f o r  d i s a b i l i t y  b e n e f i t s .  C o n ­
c e p t u a l l y ,  t h e  i d e a !  w o r k m e n ’ s c o m p e n s a t i o n  
p r o g r a m  w o u l d  m e a s u r e  a  d i s a b l e d  w o r k e r ’ s  l o s s  
b y  t h - '  d i f f e r e n c e  b e t w e e n  h i s  n e t  r e m u n e r a t i o n  
b e f o r e  t h e  i n j u r y  o r  d i s e a s e  w i t h  h i s  n e t  r e m t  -  
e r a t i o n  t h e r e a f t e r .  O b v i o u s  a d m i n i s t r a t i v e  d i f f i ­
c u l t i e s  m a k e  t h i s  i d e a l  s o l u t i o n  i m p r a c t i c a l ,  b u t  
t h e  d i f f i c u l t i e s  d o  n o t  c o m p e l  a  m o d e m  w o r k ­
m e n ’ s  c o m p e n s a t i o n  p r o g r a m  t o  c o n t i n u e  t h e  
t r a d i t i o n  o f  c o m p a r i n g  g r o s s  w e e k l y  w a g e s  b e ­
f o r e  t h e  i n j u r y  w i t h  g r o s s  v e e k l y  w a g e s  a f t e r  t h e  
i n j u r y  a n d  o f  c a l c u l a t i n g  b e n e f i t s  b y  r e p l a c i n g  
t h e  t r a d i t i o n a l  p r o p o r t i o n  o f  l o s t  w a g e s .

A n  a d m i n i s t r a t i v e l y  f e a s i b l e  p r o c e d u r e  
c a n  s i m u l t a n e o u s l y  t a k e ' i n t o  a c c o u n t  t h e  d i f f e r ­
e n c e  b e t w e e n  g r o s s  a n d  s p e n d a b l e  e a m i n g s ,  t h e  
v i r t u e s  o f  d e p e n d e n t s ’  a l l o w  j n c e s ,  t h e  i m p a c t  o f  
t h e  p r o g r e s s i v e  i n c o m e  t a x ,  a n d  t h e  i n c r e a s i n g  
i m p o r t a n c e  o f  s u p p l e m e n t s .  T h i s  p r o c e d u r e  f i r s t  
d e t e r m  in t .  3 t h e  w o r k e r ’ s  g r o s s  a v e r a g e  w e e k l y  
w a g e  p r i o r  t o  d i s a b i l i t y  ( w h i c h  m u s t  b e  d e t e r ­
m i n e d  n o w  i n  v i r t u a l l y  e v e r y  S t a t e  w o r k m e n ’ s 
c o m p e n s a t i o n  p r o g r a m )  a n d  t h e  n u m b e r  o f  h i s  
d e p e n d e n t s  ( w h i c h  m u s t  n o w  b e  d e t e r m i n e d  i n  
m a n y  S t a t e s ) .  T h e  g r o s s  w e e k l y  w a g e  a n d  
d e p e n d e n c y  d a t a  a r e  t h e n  i n s e r t e d  i n t o  a  f o r m ­
u l a  p r e p a r e d  a n d  p u b l i s h e d  b y  t h e  U . S .  D e p a r t ­
m e n t  o f  L a b o r  t o  d e t e r m i n e  t h e  w ' o r k e r ’ s  s p e n d ­
a b l e  e a m i n g s .  ( S e e  C o m p e n d i u m  f o r  t h e  1 9 7 2  
f o r m u l a s . )  O n c e  s p e n d a b l e  e a m i n g s  a r e  c a l c u ­
l a t e d ,  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  f o r  a l l  
s i z e s  o f  f a m i l i e s  c a n  b e  c a l c u l a t e d  a s  a  f i x e d  
p r o p o r t i o n  o f  s p e n d a b l e  w e e k l y  e a m i n g s .  N o  
f u r t h e r  a l l o w a n c e s  f o r  d e p e n d e n t s  o r  t a x  c o n s i d ­
e r a t i o n s  a r c  n e c e ,-s a r y  o r  a p p r o p r i a t e .

T h e  m e t h o d  u s e d  t o  d e t e r m i n e  s p e n d a b l e  
w e e k l y  e a m i n g s  i s  n e i t h e r  c o m p l i c a t e d  n o r  
i m p r a c t i c a l .  A  s i m i l a r ,  t h o u g h  m o r e  c o m p l e x ,  
m e t h o d  is  a l r e a d y  i n  u s e  i n  t h e  F e d e r a l  W a g e  
G a r n i s h m e n t  L a w .

W h a t  is  t h e  a p p r o p r i a t e  p r o p o r t i o n  o f  
s p e n d a b l e  e a m i n g s  t o  p a y  a s  b e n e f i t s ?  U n f o r ­
t u n a t e l y ,  t h e r e  is  n o  e a s y  a n s w e r  t o  t h a t  
q u e s t i o n .  T h e  t r a d i t i o n a l  a p p r o a c h  h a s  b e e n  t o  
r e p l a c e  t w o - t h i r d s  o f  l o s t  w a g e s .  T h i s  p r o p o r t i o n  
r e p r e s e n t e d  a  r o u g h  j u d g m e n t  a b o u t  t h e  a d j u s t ­
m e n t s  n e e d e d  t o  r e f l e c t  t h e  r e d u c t i o n  i n  t h e  
d i s a b l e d  w o r k e r ’ s  w o r k - r e l a t e d  e x p e n s e s ,  a n d  t o  
p r o v i d e  h i m  a n  i n c e n t i v e  t o  r e t u r n  t o  w o r k .  A s  
t h e  p r o p o r t i o n  o f  w a g e s  r e p l a c e d  i s  i n c r e a s e d ,  
t h e  w o r k e r  is  a s s u m e d  t o  h a v e  l e s s  i n c e n t i v e  t o  
r e t u r n  t o  w o r k .  O f  c o u r s e ,  i f  t h e  p r o p o r t i o n  is

t o o  l o w ,  a  w o r k e r  m a y  b e  i n  s u c h  d i r e  c i r c u m ­
s t a n c e s  t h a t  h e  m a y  b e  f o r c e d  t o  r e t u r n  k ^  a r k  
b e f o r e  h e  i s  p r o p e r l y  r e c o v e r e d  o r  h e  m a y  
b e c o m e  s o  d e m o r a l i z e d  a s  t o  b e  i n d e f i n i t e l y  
d i s a b l e d .

T h e r e  m a y  b e  i n g e n i o u s  w a y s  t o  r e t a i n  
e f f e c t i v e  i n c e n t i v e s  t o  r e h a b i l i t a t i o n  w h i l e  i n ­
c r e a s i n g  t h e  p r o p o r t i o n  o f  b e n e f i t s  t o  l o s t  w a g e s .  
F o r  e x a m p l e ,  i t  m a y  b e  p o s s i b l e  t o  r e p l a c e  a  
s u b s t a n t i a l ,  t h o u g h  i n c o m p l e t e ,  p o r t i o n  o f  l o s t  
w a g e s  d u r i n g  t h e  p e r i o d  o f  d i s a b i l i t y ,  a n d  t h e n  
p a y  t h e  w o r k e r  a  p a r t  o f  t h e  r e m a i n i n g  l o s s  a s  a  
b o n u s  i f  h e  r e t u r n s  t o  w o r k  s u c c e s s f u l l y .  W e  
e n c o u r a g e  S t a t e s  t o  c o n s i d e r  s u c h  i n d u c e m e n t s  
t o  r e h a b i l i t a f v ' i  w h i c h  c o u l d  i n c r e a s e  t h e  p r o ­
p o r t i o n  o f  o c n e f i t s  t o  w a g e  l o s s  a b o v e  t h e  l e v e l  
o f  o u r  r e c o m m e n d a t i o n s .

B e c a u s e  o u r  p r e f e r e n c e  i s  f o r  b e n e f i t s  t o  
b e  b a s e d  o n  s p e n d a b l e  e a m i n g s ,  w h i c h  r e p r e s e n t  
o n l y  a  p o r t i o n  o f  g r o s s  e a m i n g s ,  a n d  b e c a u s e  
t o t a l  r e m u n e r a t i o n  i s  i n c r e a s i n g l y  g r e a t e r  f h a n  
g r o s s  e a m i n g s  b e c a u s e  o f  t h e  g r o w i n g  i m ­
p o r t a n c e  o f  s u p p l e m e n t s ,  w e  b e l i e v e  t h e  t r a d i ­
t i o n a l  p r o p o r t i o n  ( t w o - t h i r d s  o f  l o s t  w a g e s )  is  
t o o  l o w .

 R3. ,  ^ .

W e  r e c o m m e n d  t h a t ,  s u b j e c t  t o  t h e  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  a  w o r k e r ’ s  w e e k l y  
b e n e f i t  b e  a t  l e a s t  8 0  p e r c e n t  o f  h i s  s p e n d a b l e  
w e e k l y  e a m i n g s .  .

I n  T a b l e  3 . 3 ,  t h e  b e n e f i t s  p r o v i d e d  b y  o u r
• r e c o m m e n d a t i o n  a r e  c o n t r a s t e d  w i t h  t h o s e  p a i d  

b y  t h e  t r a d i t i o n a l  6 6  2 / 3  p e r c e n t  o f  p r e - t a x  
• v a g e s .  T h e  a v e r a g e  1 9 7 2  w e e k l y  w a g e  f o r  a l l  
w o r k e r s  i s  a p p r o x i m a t e l y  S I 5 0 . 0 0 .  T h e  a v e r a g e  
f a m i l y  s i z e  i s  a b o u t  f o u r .  F o r  a  w o r k e r  w i t h  
t h r e e  d e p e n d e n t s ,  e a r n i n g  S I 5 0 . 0 0 ,  s p e n d a b l e  
w e e k l y  e a m i n g s  w o u l d  b e  S 1 3 1 . 9 1 .  A  b e n e f i t  
a l l o w i n g  8 0  p e r c e n t  o f  t h i s  a m o u n t  w o u l d  b e  
S  I 0 5 . 5 3 .  I n  c o n t r a s t ,  a  b e n e f i t  o f  6 6  2 / 3  p e r c e n t  
o f  t h e  g r o s s  w e e k l y  w a g e  ( S 1 5 0 )  w o u l d  b e  
$ 1 0 0 . 0 0 .  W e  b e l i e v e  t h e  e x t r a  S 5 . 5 3  is  a n  
a p p r o p r i a t e  a d j u s t m e n t  r e f l e c t i n g  t h e  i n c r e a s i n g  
i m p o r t a n c e  o f  s u p p l e m e n t s  s i n c e  t h e  6 6  2 / 3  
p e r c e n t  a l l o w a n c e  w a s  f ir s t  e n d o r s e d .

T h e r e  a r e  s e v e r a l  a d v a n t a g e s  i n  o u r  r e c o m ­
m e n d a t i o n .  A s  T a b l e  3 . 3  i n d i c a t e s ,  t h i s  p r o ­
c e d u r e  a u t o m a t i c a l l y  m i r r o r s  t h e  d i f f e r e n c e  i n  
s p e n d a b l e  w e e k l y  e a m i n g s  b e t w e e n  a  w o r k / "



TABLE  3 .3 . Workmen's compensation benefits as a percentage o f  spendable earnings compared with benefits as a 
percentage o f  wages

Gross average 
weakly wage

Spendable average 

weekly earning**
Workmen's compensation 

benefits

Pet of 

US . av. 

($150)

$
Amount Dependent*

66 .7% uf 

gross av. 

wk ly wage

80% of average 

spendable 

weekly eamings

Dependents

V . ih’one Three None Three

(1) (2) (3) (4) (5) (6) (7)

50 $ 75 $ 65.63 $ 71.1(1 $ 50.00 $ 52.50 $ 56.88

EG.G7 100 84.64 92.38 66.67 67.71 73.90

’■100 < 150 121.86 131.31 MOO 97.49 105.53

133.33 200 159.99 172.36 133.33 127.99 137.89

1G6.67 250 199.26 214.25 1C3.67 159.41 171.40

200 300 235.68 253.46 200 188.54 202.77

* Calculated by 1972 formula cited in Table 3.2. Table assumes U.S. average weekly wage for 1972 is S150, which is an estimate by the 
staff of the National Commission on State Workmen’s Compensation Laws.

w i t h  d e p e n d e n t s  a n d  a  w o r k e r  w i t h  n o  d e p e n d ­
e n t s .  F o r  e x a m p l e ,  t h e  w o r k e r  e a r n i n g  S  1 5 0 . 0 0  a  
w e e k  w o u l d  r e c e i v e  S 9 7 . 4 9  a  w e e k  a s  a  w o r k ­
m e n ’ s  c o m p e n s a t i o n  b e n e f i t  i f  h e  h a d  n o  d e ­
p e n d e n t s ,  b u t  w o u l d  r e c e i v e  3 1 0 5 . 5 3  i f  h e  h a d  
t h r e e  d e p e n d e n t s .

T h e  s y s t e m  s h o w n  i n  T a b l e  3 . 3  a l s o  h a s  
t i i e  v i r t u e  o f  a s s u r i n g  t h a t  h i g h - w a g e  w o r k e r s  
h a v e  a n  e c o n o m i c  i n c e n t i v e  t o  r e t u r n  t o  w o r k .  
F o r  e x a m p l e ,  t h e  w o r k e r  w i t h o u t  d e p e n d e n t s  
w h o  c a m s  t w i c e  a s  m u c h  ( 3 3 0 0 . 0 0  p e r  w e e k )  a s  
t h ®  U . S .  a v e r a g e  w e e k l y  w a g e  w o u l d  r e c e i v e  
3 2 0 0 . 0 0  i f  a l l o w e d  6 6  2 / 3  p e r c e n t  o f  g r o s s  
e a m i n g s ,  w h i c h  i s  e q u i v a l e n t  t o  8 5  p e r c e n t  o f  h i s  
s p e n d a b l e  e a m i n g s .

A  t r a n s i t i o n a l  f o r m u l a .  W h i l e  o u r  r e c o m ­
m e n d a t i o n  i s  n o t  p a r t i c u l a r l y  c o m p l e x ,  c o m ­
p a r e d  t o  o t h e r  a s p e c t s  o f  w o r k m e n ’ s  c o m p e n s a ­
t i o n ,  S t a t e s  w i l l  r e q u i r e  a  t r a n s i t i o n a l  p e r i o d  t o  
r e v i s e  t h e i r  l a w s .  A  s o m e w h a t  s i m p l e r ,  t h o u g h  
g e n e r a l l y  i n f e r i o r ,  f o r m u l a  c a n  b e  u s e d  i n  t h e  
i n t e r i m .

-R3.2-

W e  r e c o m m e n d  t h a t ,  s u b j e c t  t o  t h e  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  a  w o r k e r ’ s  w e e k l y  
b e n e f i t  b e  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  h i s  g r o s s  
w e e k l y  w a g e .

T h i s  f o r m u l a  s h o u l d  b e  u s e d  u n t i l  t h e  
m a x i m u m  w e e k l y  b e n e f i t  i n  a  S t a t e  e x c e e d s  1 0 0  
p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e .

T h e  G e n e r a l  R e l a t i o n s h i p  D e t w e e n  W o r k m e n ’ s 
C o m p e n s a t i o n  a n d  O t h e r  I n s u r a n c e  P r o g r a m s  
P r o v i d i n g  I n c o m e  B e n e f i t s

T h e  r e l a t i o n s h i p  b e t w e e n  w o r k m e n ’ s  c o m ­
p e n s a t i o n  a n d  o t h e r  p r i v a t e  a n d  p u b l i c  i n s u r a n c e  
p r o g r a m s  p r o v i d i n g  i n c o m e  b e n e f i t s  f o r  d i s a b l e d  
w o r k e r s  h a s  n o t  b e e n  a  p a r t i c u l a r l y  i m p o r t a n t  
i s s u e  b e c a u s e  w o r k m e n ’ s c o m p e n s a t i o n  b e n e f i t s  
g e n e r a l l y  h a v e  b e e n  s o  l o w .  I n  t h e  e v e n t  t h a t  o u r  
r e c o m m e n d a t i o n s  f o r  b e n e f i t s  a r e  a d o p t e d ,  t h e  
t o t a l  b e n e f i t s  r e c e i v e d  f r o m  a  c o m b i n a t i o n  o f  
w o r k m e n ’ s  c o m p e n s a t i o n  a n d  o t h e r  p r o g r a m s  
c o u l d  b e c o m e  s u b s t a n t i a l .  F o r  t h i s  r e a s o n ,  w e  
b e l i e v e  t h e  o v e r l a p  o f  b e n e f i t s  f r o m  s e v e r a l  
s o u r c e s  n e e d s  e x a m i n a t i o n .  I f  a  d i s a b l e d  w o r k ­
e r ’ s c o m b i n e d  b e n e f i t s  a r e  t o o  h i g h  r e l a t i v e  t o  
w h a t  h e  m i g h t  c a m ,  h e  m a y  s e e  n o  r e a s o n  t o  
r e t u r n  t o  w o r k .  E v e n  m o r e  s e r i o u s  is  t h e  i s s u e  o f  
e q u i t y .  T h e  a v a i l a b i l i t y  a n d  e x t e n t  o f  i n s u r a n c e  
b e n e f i t s  v a r y  a m o n g  o c c u p a t i o n s ,  i n d u s t r i e s ,  a n d  
S t a t e s .  T w o  w o r k e r s  w i t h  s i m i l a r  e a m i n g s  r e c ­
o r d s  a n d  s i m i l a r  d i s a b i l i t i e s  m a y  r e c e i v e  m a r k ­
e d l y  d i s s i m i l a r  b e n e f i t s  u n l e s s  w o r k m e n ’ s c o m ­
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p e n s a t i o n  a n d  t h e s e  i n s u r a n c e  p r o g r a m s  a r e  
c o o r d i n a t e d .

T y p i c a l l y ,  c o o r d i n a t i o n  i n v o l v e s  r e d u c i n g  
t h e  b e n e f i t s  p a i d  b y  o n e  p r o g r a m  w h e n  b e n e f i t s  
a r e  a l s o  p a i d  b y  t h e  o t h e r  p r o g r a m .  T h e  i s s u e  i s ,  
w h i c h  p r o g r a m  s h o u l d  r e d u c e  p a y m e n t s  i n  e v e n t  
o f  o v e r l a p ?  T h e r e  a r e  a d v a n t a g e s  t o  n o t  r e d u c i n g  
w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  s u c h  a s  t h e  
s t i m u l u s  t o  s a f e t y  i n h e r e n t  i n  h a v i n g  e m p l o y e r s  
b e a r  t h e  f u l l  c o s t  o f  w o r k - r e l a t e d  i n j u r i e s  a n d  
d i s e a s e s .

--------------------------- R3.3----------------------------

W e  r e c o m m e n d  t h a t ,  i f  o u r  r e c o m m e n d e d  b e n e ­
f i t  i n c r e a s e s  f o r  w o r k m e n ’ s  c o m p e n s a t i o n  a r e  
a d o p t e d ,  t h e  b e n e f i t s  o f  o t h e r  p u b l i c  i n s u r a n c e  
p r o g r a m s  s h o u l d  b e  c o o r d i n a t e d  w i t h  w o r k m e n ’ s  
c o m p e n s a t i o n  b e n e f i t s .  I n  g e n e r a l ,  w o r k m e n ’ s 
c o m p e n s a t i o n  s h o u l d  b e  t h e  p r i m a r y  s o u r c e  o f  
b e n e f i t s  f o r  w o r k - r e l a t e d  i n j u r i e s  a n d  d i s e a s e s .

( C i r c u m s t a n c e s  j u s t i f y i n g  e x c e p t i o n s  t o  
t h i s  g e n e r a l  r u l e  a r e  d i s c u s s e d  l a t e r  i n  t h e  
c h a p t e r . )

C o o r d i n a t i o n  b e t w e e n  w o r k m e n ’ s  c o m -  
p e r r  f i o n  a n d  s o m e  p r i v a t e  i n s u r a n c e  p r o g r a m s  
f i n a n '  - d  b y  e m p l o y e r s  i s  a l s o  g e n e r a l l y  a p p r o p r i ­
a t e .  T h e s e  p r o g r a m s  i n c l u d e ,  f o r  e x a m p l e ,  s i c k  
l e a v e  p l a n s  a n d  d i s a b i l i t y  r e t i r e m e n t  p r o v i s i o n s  
o f  p e n s i o n  p l a n s ,  b u t  w o u l d  n o t  i n c l u d e  
e m p l o y e r - f i n a n c e d  l i f e  i n s u r a n c e .

W o r k m e n ’ s c o m p e n s a t i o n  w i l l  h a v e  t o  b e  
c o o r d i n a t e d  w i t h  o t h e r  i n s u r a n c e  p r o g r a m s  i n  
o r d e r  t o  r e s o l v e  p r o b l e m s  s u c h  a s  t h e  p l i g h t  o f  
w o r k e r s  a t  t h e  d i v i d i n g  l i n e  b e t w e e n  t w o  p r o ­
g r a m s  w h o  m a y  b e  d e n i e d  b e n e f i t s  b y  b o t h .

T h e  G e n e r a l  R e l a t i o n s h i p  B e t w e e n  
W o r k m e n ’ s  C o m p e n s a t i o n  a n d  P r o g r a m s  
B a s e d  o n  N e e d

S e v e r a l  p r o g r a m s  p r o v i d e  b e n e f i t s  t o  p e r ­
s o n s  i n  n e e d ,  i n c l u d i n g  d i s a b l e d  w o r k e r s ,  w i t h ­
o u t  a n y  r e q u i r e m e n t  t h a t  t h e  i n d i v i d u a l  o r  h i s  
e m p l o y e r  c o n t r i b u t e  t o  a n  i n s u r a n c e  f u n d .  T h e s e  
p r o g r a m s  i n c l u d e  t h e  G e n e r a l  A s s i s t a n c e  p r o ­
g r a m ,  A i d  t o  t h e  B l i n d ,  a n d  A i d  t o  t h e  P e r m a - .  
n e n t l y  a n d  T o t a l l y  D i s a b l e d .  T h e  p r o p o s e d  
F a m i l y  A s s i s t a n c e  P l a n ,  a n d  o t h e r  v e r s i o n s  o f  a n  
i n c o m e  m a i n t e n a n c e  p r o g r a m  t h a t  h a v e  b e e n  
g i v e n  s e r i o u s  a t t e n t i o n  i n  r e c e n t  y e a r s ,  w o u l d

p r o v i d e  a  b a s i c  l e v e l  o f  i n c o m e  f o r  a l l  A i n :  *• 
c a n s .  x

W o r k m e n ’ s  c o m p e n s a t i o n  h a s  a  d i f f e r e n t  
r o l e  t h a n  t h e s e  p r o g r a m s .  T h e i r  t a s k  i s  t o  p r o t e c t  
f a m i l i e s  f r o m  p o v e r t y .  W o r k m e n ’ s c o m p e n s a t i o n  
i s  a n  i n s u r a n c e  p r o g r a m  d e s i g n e d  t o  p r o t e c t  
w o r k e r s  a n d  t h e i r  f a m i l i e s  a g a i n s t  w a g e  l o s s  d u e  
t o  w o r k - r e l a t e d  i n j u r i e s  o r  d i s e a s e s .  F o r  m o s t  
e m p l o y e e s ,  w o r k m e n ’ s  c o m p e n s a t i o n  s h o u l d  
p r o t e c t  i n c o m e  w e l l  a b o v e  t h e  p o v e r t y  l e v e l .

T h e  d i f f e r e n c e  i n  t h e s e  r o l e s  e x p l a i n s  
w h y ,  f o r  m o s t  w o r k e r s ,  t h e r e  c a n  b e  n o  a d e ­
q u a t e  s u b s t i t u t e  f o r  a  m o d e m  w o r k m e n ’ s c o m ­
p e n s a t i o n  p r o g r a m .  T o  b e  s u r e ,  t h e r e  a r e  m a n y  
f u l l - t i m e  w o r k e r s  w h o s e  e a m i n g s  d o  n o t  t a k e  
t h e m  o u t  o f  p o v e r t y .  N o n e t h e l e s s ,  t h e  b a s i c  
i n s u r a n c e  p u r p o s e  o f  w o r k m e n ’ s  c o m p e n s a t i o n  
s u g g e s t s  t h a t  t h e  p r o g r a m  s h o u l d  n o t  b e  e x ­
p e c t e d  t o  r e m o v e  l o w - w a g e  w o r k e r s  f r o m  p o v ­
e r t y  i f  t h e y  a r e  s o  u n f o r t u a n t e  a s  t o  s u f f e r  a  
w o r k - r e l a t e d  i n j u r y  o r  d i s e a s e .  O n e  r e a s o n  w h y  
o u r  r e c o m m e n d a t i o n s  f o r  b e n e f i t  l e v e l s  w i l l  n o t  
p l a c e  c o n s i d e r a b l e  s t r e s s  o n  h i g h  m i n i m u m  
w e e k l y  b e n e f i t s  i s  t h a t  w e  a s s u m e  a  f a m i l y  
a s s i s t a n c e  p r o g r a m  o r  o t h e r  f o r m  o f  i n c o m e  
m a i n t e n a n c e  p r o g r a m  s o o n  w i l l  a s s u r e  a}' 
f a m i l i e s  a  s u f f i c i e n t  i n c o m e .  • ^

-------------------------- R3.4----------------------------

W e  r e c o m m e n d  t h a t  w o r k m e n ’ s  c o m p e n s a t i o n  
b e n e f i t s  n o t  b e  r e d u c e d  b y  t h e  a m o u n t  o f  a n y  
p a y m e n t s  f r o m  a  w e l f a r e  p r o g r a m  o r  o t h e r  
p r o g r a m  b a s e d  o n  n e e d .

I f  a  f a m i l y  a s s i s t a n c e  p r o g r a m  o r  o t h e r  
g e n e r a l l y  a v a i l a b l e  i n c o m e  s u p p o r t  p r o g r a m  is  
a d o p t e d  w i t h  b e n e f i t  l e v e l s  t h a t  i n s u r e  a l l  
f a m i l i e s  a n  i n c o m e  a b o v e  t h e  p o v e r t y  l e v e l ,  t h e n  
t h i s  i n c o m e  s u p p o r t  p r o g r a m  s h o u l d  c o n s i d e r  
r e d u c i n g  i t s  a l l o w a n c e s  i n  t h e  p r e s e n c e  o f  
w o r k m e n ’ s  c o m p e n s a t i o n  p a y m e n t s .

B .  T E M P O R A R Y  T O T A L  D I S A B I L I T Y  
B E N E F I T S

A  t e m p o r a r y  t o t a l  w a g e  l o s s  b e n e f i t ,  
u s u a l l y  c a l l e d  a  t e m p o r a r y  t o t a l  d i s a b i l i t y  b e n e ­
f i t ,  i s  p a i d  b e c a u s e  a  w o r k - r e l a t e d  i n j u r y  o r  
d i s e a s e  c a u s e s  a  t e m p o r a r y  a n d  t o t a l  l o s s  o f  
e a m i n g s .  O u r  e v a l u a t i o n  o f  t h i s  t y p e  o f  b e n e f i t  
is  b a s e d  o n  c o m p a r i s o n s  i n v o l v i n g  a  w o r k e r  w i t h i  
t h r e e  d e p e n d e n t s ,  a  f a m i l y  o f  a v e r a g e  s i / . e .



A f t e r  a  w o r k e r  i s  t e m p o r a r i l y  a n d  t o t a l l y  
d i s a b l e d ,  h e  n o r m a l l y  d o e s  n o t  r e c e i v e  b e n e f i t s  
t h e  f i r s t  f e w  d a y s .  V i r t u a l l y  e v e r y  w o r k m e n ’ s 
c o m p e n s a t i o n  s t a t u t e  h a s  a  w a i t i n g  p e r i o d  e x ­
p r e s s e d  i n  c a l e n d a r  d a y s ,  f o r  w h i c h  n o  b e n e f i t s  
a r e  p a i d .  I f  t h e  w o r k e r  i s  d i s a b l e d  f o r  a n  
e x t e n d e d  p e r i o d ,  h o w e v e r ,  b e n e f i t s  f o r  t h e  
i n i t i a l  w a i t i n g  p e r i o d  a r e  p a i d  r e t r o a c t i v e l y .

T h e  r e c o m m e n d e d  s t a n d a r d  p u b l i s h e d  b y  
t h e  D e p a r t m e n t  o f  L a b o r  p r o v i d e s  a  t h r e e  d a y  
w a i t i n g  p e r i o d ,  w i t h  t h e  b e n e f i t s  f o r  t h e  t h r e e  
d a y s  p a i d  i f  t h e  t o t a l  p e r i o d  o f  d i s a b i l i t y  e x c e e d s  
1 4  d a y s .  T h e  M o d e l  A c t  s p e c i f i e s  a  s e v e n  d a y  
w a i t i n g  p e r i o d ,  w i t h  b e n e f i t s  p a i d  r e t r o a c t i v e l y  
f o r  t h e  f i r s t  s e v e n  d a y s  i f  t h e  t o t a l  p e r i o d  o f  
d i s a b i l i t y  e x c e e d s  2 8  d a y s .

T a b l e  3 . 4  i n d i c a t e s  t h e  r e c o r d  o f  c o m p l i ­
a n c e  w i t h  t h e s e  r e c o m m e n d a t i o n s  i n  t h e  v a r i o u s  
S t a t e s  d u r i n g  t h e  p e r i o d  1 9 6 6 - 1 9 7 2 .  M o s t  S t a t e s  
n o w  m e e t  t h e  M o d e l  A c t  s t a n d a r d ,  b u t  a  
s u b s t a n t i a l  m a j o r i t y  d o  n o t  m e e t  t h e  D e p a r t ­
m e n t  o f  L a b o r  r e c o m m e n d a t i o n .  T h e  s h o r t e r  t h e  
w a i t i n g  p e r i o d ,  t h e  m o r e  w o r k e r s  w i t h '  w o r k -  
r e l a t e d  i n j u r i e s  a n d  d i s e a s e s  a r e  e l i g i b l e  f o r  
b e n e f i t s .  A s  t h e  p e r i o d  t o  q u a l i f y  f o r  r e t r o a c t i v e  
b e n e f i t s  s h r i n k s ,  t h e  a v e r a g e  n u m b e r  o f  w e e k s  o f  
b e n e f i t s  p e r  c a s e  i n c r e a s e s .

W aiting Period

TABLE  3 .4 . Jurisdictions in compliance with rccom- 
T.eiided standards published by the U.S. Dept, o f  Labor 
and the Model Act fo r  waiting period and period o f 
disability qualifying fo r  retroactive pay, 1DGG-72

Yoar

States

(50)

Other

"Stales"

(6)

Federal

(2)

USDL
Model

Act
USDL

Model

Act
USDL

Model

Act

1066 7 44 2 3 0 2

1972 10 45 3 4 0 2

The  rccom  mended standard ! pub lished b y  the U .S . D epa rtm en t 
o f  L a b o r (U S D L ) specify 3 d a y !  w aiting  p e riod  b e fo re  
b ene fits  begin , and 14 days o f  d isab ility  to  q u a lify  f o r  
te tro ac tiv e  payments fo r  tim e lo s t in the o rig in a l w a iling  
p e riod . T h e  M odel Act specifies 7 d a y i w aiting  and 28  to  
q u a li fy  fo r  retroactive b en e fit ! . B o th  standards re fe r to  
ca lendar d ays , n o t w ork ing  days.
See T ab le  2 .3  fo r  e xp lan a to ry  no tes .

T h e  a d v a n t a g e  o f  r e d u c i n g  b o t h  t h e  w a i t ­
i n g  a n d  t h e  q u a l i f y i n g  p e r i o d  i s  t h a t  w o r k e r s  w i l l  
h a v e  a  h i g h e r  p r o p o r t i o n  o f  t h e i r  l o s t  r e m u n e r a ­
t i o n  r e p l a c e d  b y  b e n e f i t s .  A t  t h e  s a m e  t i m e ,  t h e  
c o s t  o f  t h e  p r o g r a m  i n c r e a s e s ,  b o t h  i n  b e n e f i t s  
p a i d  a n d  i n  a d m i n i s t r a t i v e  e x p e n s e s .  P r o p o n e n t s  
o f  t h e  w a i t i n g  p e r i o d  a r g u e  a l s o  t h a t  a  w a i t i n g  
p e r i o d  i s  n e c e s s a r y  t o  d i s c o u r a g e  m a l i n g e r i n g .

TABLE  3 .5 .  Percentage o f  disability days compensable 
with various combinations o f  waiting and retroactive 
periods

Calendar days 

of disability 

to qualify for 

retroactive benefits

Calendar days to wait 

before 

benefits begin

0 3 5 7

0 100% — —

3 - 98% - —

7 - 35% 94% 93%

14 - 93% 90% 88%

21 - 92% 88% 84%

28 - 91% 86% 83%

C a lcu la te d  b y  a c tua ria l techn iques o f  the N a tion a l C oun c il on  
C om pensa tion  Insu rance .

T a b l e  3 . 5  i n d i c a t e s  t h e  a p p r o x i m a t e  r e l a ­
t i o n s h i p  i n  c o s t  a m o n g  v a r i o u s  c o m b i n a t i o n s  o f  
w a i t i n g  p e r i o d s  a n d  r e t r o a c t i v e  p e r i o d s .  T h e  
t a b l e  i s  c o n s t r u c t e d  s o  t h a t  t h e  c o s t  o f  p a y i n g  
b e n e f i t s  f o r  a l l  d a y s  o f  l o s t  t i m e  i s  e q u a l  t o  1 0 0  
p e r c e n t .  T h u s ,  t h e  M o d e l  A c t  s t a n d a r d  ( 7  d a y s  
w a i t / r e t r o a c t i v e  a f t e r  2 8  d a y s )  w o u l d  p a y  b e n e ­
f i t s  f o r  a p p r o x i m a t e l y  8 3  p e r c e n t  o f  a l l  l o s t  
t i m e ,  a n d  t h e  D e p a r t m e n t  o f  L a b o r  s t a n d a r d  
w o u l d  p a y  f o r  a p p r o x i m a t e l y  9 3  p e r c e n t  o f  a l l  
l o s t  t i m e .

--------------------------------------------------R 3 . 5 -------------------------------------------------

W e  r e c o m m e n d  t h a t  t ire  w a i t i n g  p e r i o d  . f o r  
b e n e f i t s  b e  n o  m o r e  t h a n  t h r e e  d a y s  a n d  t h a t  a  
p e r i o d  o f  n o  m o r e  t h a n  1 4  d a y s  b e  r e q u i r e d  t o  
q u a l i f y  f o r  r e t r o a c t i v e  b e n e f i t s  f o r  d a y s  l o s t .

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



P r o p o r t i o n  o f  L o s t  R e m u n e r a t i o n  
t o  b e  R e p l a c e d

T h e  M o d e l  A c t  s u g g e s t s  t h a t  t e r n  > r a r i ly  
a n d  t o t a l l y  d i s a b l e d  w o r k e r s  J i o u l d  r e t  \ v e  5 5  
p e r c e n t  o f  t h e i r  a v e r a g e  w e e k l y  w a g e  i n  I  l e f i t s ,  
w i t h  a n  a d d i t i o n a l  2  1 / 2  p e r c e n t  p a i d  ; e a c h  
d e p e n d e n t  u p  t o  a  m a x i m u m  o f  f i v e  d e p r  d e n t s .  
A s  a n  a l t e r n a t i v e  f o r m u l a ,  t h e  M o d e l  /■ I  u s e s  
t h e  m o r e  t r a d i t i o n a l  s t a n d a r d  o f  b e n e f i .  • e q u a l  
t o  6 6  2 / 3  p e r c e n t  o f  t h e  w o r k e r ’ s  w e e k ’ w a g e .  
( T h e  w o r k e r ’ s  b e n e f i t  i s  s u b j e c t  t o  m i n i n  . n  a n d  
m a x i m u m  w e e k l y  b e n e f i t s . )

I n  g e n e r a l ,  p r e s e n t  w o r k m e n ’  c o m ­
p e n s a t i o n  p r o g r a m s  d o  a  c r e d i t a b l e  ; b  o f  
m e e t i n g  t h i s  s t a n d a r d .  I n  1 9 7 2 ,  3 2  o  ' h e  5 0  
S t a t e s  m e e t  t h i s  6 6  2 / 3  p e r c e n t  s t a n d a r d  - n d  s i x  
o t h e r s  p a y  6 5  p e r c e n t .  N o  S t a t e  p a y s  ! t h a n  
6 0  p e r c e n t  o f  t h e  w o r k e r ’ s  w a g e .

T h e r e  is  a  g r e a t  v i r t u e  i n  r e ’ r i n g  a  
w o r k e r ’ s  b e n e f i t s  t o  h i s  p r e v i o u s  w a ;  T h i s  
a p p r o a c h ,  i n  c o n t r a s t  t o  a  s y s t e m  w h i c  w o u l d  
p a y  w o r k e r s  a  f l a t  a m o u n t  i f  t h e y  a r e  < a b l e d ,  
p e r m i t s  w o r k m e n ’ s  c o m p e n s a t i o n  r e a s c  b l y  t o  
a c c o m p l i s h  i t s  o b j e c t i v e  o f  m a i n t a i n i n g  i c o n i c  
w i t h  f a i r  r e g a r d  f o r  t h e  l e v e l  o f  e a m i n s  b e f o r e  
d i s a b i l i t y .  A l s o ,  t h i s  m e a n s  S t a t e s  w  ':t. h i g h  
w a g e  l e v e l s  a u t o m a t i c a l l y  p r o v i d e  h i g h e r  . n e f i t s  
f o r  t h e i r  w o r k e r s  t h a n  S t a t e s  w i t h  l o w  v (>-,r;s.

W e  h a v e  i n d i c a t e d  o u r  p r c f o r e n  f o r  a  
f o r m u l a  w h i c h  b a s e s  a  w o r k e r ’ s b e n e l i  o n  h i s  
s p e n d a b l e  e a m i n g s  b e f o r e  d i s a b i l i t y .
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-R3.G-

W c  r e c o m m e n d  t h a t ,  s u b j e c t  t o  t h  
m a x i m u m  w e e k l y  b e n e f i t ,  t e m p o r a r y  
a b i l i t y  b e n e f i t s  b e  a t  l e a s t  8 0  p c r c c ;  
w o r k e r ’ s  s p e n d a b l e  w e e k l y  e a r n i n g s .  T  
u l a  s h o u l d  b e  u s e d  a s  s o o n  a s  f e a s i b l e  
c a s e ,  a s  s o o n  a s  t h e  m a x i m u m  w e e k l y  
a  S t a t e  e x c e e d s  1 0 0  p e r c e n t  o f  tl 
a v e r a g e  w e e k l y  w a g e .

S t a t e ’ s  
o i l  d i s -  
o f  t h e  

f o r m -  
. .  i n  a n y  
. • ' . e f i t  i n  

S t a t e ’ s

W e  r e a l i z e  t h a t ,  o n  a n  i n t e r i m  h a  u s e  o f  
a  g e n e r a l l y  i n f e r i o r  f o r m u l a  m a y  b e  r ie i  : n r y .

na.7-

W t  r e c o m m e n d t h a t ,  s u b j e c t  t o  t h  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  t e m p o r a r y  : r i a l  d i s ­
a b i l i t y  b e n e f i t s  b e  a t  l e a s t  6 6  2 / 3  p e r c  i i  o f  t h e  
w o r k e r ’ s  g r o s s  w e e k l y  w a g e .

I n  a d d i t i o n  t o  t h i s  6 6  2 / 3  p e r c e n t ,  a  S t a t e  
m a y  w i s h  t o  p r o v i d e  a  d e p e n d e n t s ’  a l l o w a n c e .  
H o w e v e r ,  a  d e p e n d e n t s ’  a l l o w a n c e  i n  a d d i t i o n  t o  
t h e  8 0  p e r c e n t  o f  s p e n d a b l e  w e e k l y  e a m i n g s  
w o u l d  b e  i n a p p r o p r i a t e .

M a x i m u m  W e e k l y  B e n e f i t

T h e  r e c o m m e n d a t i o n  p u b l i s h e d  b y  t h e  
D e p a r t m e n t  o f  L a b o r  p r o v i d e s  t h a t  t h e  m a x i ­
m u m  w e e k l y  b e n e f i t  i n  a  S t a t e  s h o u l d  b e  a t  l e a s t  
6 6  2 / 3  p e r c e n t  o f  t h e  a v e r a g e  w e e k l y  w a g e  i n  
t h e  S t a t e .  T a b l e  3 . 6  i n d i c a t e s  t h e  e x t e n t  o f  f u l l  
c o m p l i a n c e  w i t h  t h i s  s t a n d a r d  s i n c e  1 9 4 0 .  T h e  
m a j o r i t y  o f  S t a t e s  d o  n o t  n o w  m e e t  t h e  s t a n d ­
a r d .  M a x i m u m  b e n e f i t s  w e r e  n e a r e r  t o  t h e  
a v e r a g e  w a g e  i n  1 9 4 0  t h a n  t h e y  h a v e  b e e n  s i n c e  
t h e n ,  a l t h o u g h  t h e r e  h a s  b e e n  s o m e  i m p r o v e ­
m e n t  i n  r e c e n t  y e a r s .

T h e  d a t a  i n  T a b l e  3 . 6  n e e d  t o  b e  i n t e r ­
p r e t e d  w i t h  c a u t i o n .  P a r t  o f  t h e  a p p a r e n t  i n ­
c r e a s e  i n  f u l l  c o m p l i a n c e  b e t w e e n  1 9 6 6  a n d  
1 9 7 2  m a y  b e  a  s t a t i s t i c a l  a r t i f a c t .  T h e  e v a l u a ­
t i o n s  f o r  t h e  y e a r s  p r i o r  t o  1 9 7 2  a r c  b a s e d  o n  
t h e  s t a t u t e s  i n  e f f e c t  o n  D e c e m b e r  3 1  o f  a  g i v e n  £ 
y e a r  c o m p a r e d  t o  t h e  ‘ a v e r a g e  w e e k l y  w a g e  
d u r i n g  t h a t  s a m e  y e a r .  F o r  1 9 7 2 ,  t h e  s t a t u t e s  i n  
e f f e c t  a s  o f  J a n u a r y  1 a r c  c o m p a r e d  t o  t h e  
a v e r a g e  w a g e s  i n  t h e  f i r s t  h a l f  o f  1 9 7 1 ,  t h e  l a t e s t  
d a t a  a v a i l a b l e .  I f  t h e  c o m p a r i s o n s  w e r e  m a d e  
b e t w e e n  t h e  J a n u a r y  1 ,  1 9 7 2 ,  s t a t u t e s  a n d  t h e  
a v e r a g e  w e e k l y  w a g e  f o r  t h e  e n t i r e  c a l e n d a r  y e a r  
o f  1 9 7 1 ,  i t  a p p e a r s  l i k e l y  t h a t  t h r e e  m o r e  S t a t e s  
w o u l d  n o t  f u l l y  c o m p l y  w i t h  t h e  r e c o m m e n d e d  (
s t a n d a r d .  i

T h e  s e n s i t i v i t y  o f  t h e  f u l l  c o m p l i a n c e  
r e s u l t s  i n  T a b l e  3 . 6  t o  t h e  w a g e  b e i n g  u s e d  i
d e m o n s t r a t e s  h o w  s o m e  S t a t e s  f i n d  i t  d i f f i c u l t  1
t o  k e e p  b e n e f i t s  i n  l i n e  w i t h  r i s i n g  w a g e s .  I f  a  
S t a t e  c o n s c i e n t i o u s l y  a m e n d s  i t s  l a w  t o  s e t  t h e  j
m a x i m u m  w e e k l y  b e n e f i t  e q u a l  t o  t w o - t h i r d s  o f  ;
t h e  a v e r a g e  w e e k l y  w a g e  f o r  t h e  l a t e s t  d a t a  ;
a v a i l a b l e ,  i t  u s u a l l y  w o u l d  f i n d  t h a t  w h e n  t h e  *
w a g e  d a t a  s u b s e q u e n t l y  b e c a m e  a v a i l a b l e  f o r  t h e  i
d a t e  w h e n  t h e  l a w  w a s  a m e n d e d ,  t h e  m a x i m u m  !
w o u l d  f a l l  s h o r t  o f  i t s  t a r g e t .  R e c o g n i z i n g  t h a t  
t h e  r i s i n g  t r e n d  i n  w a g e s  m a k e s  i t  d i f f i c u l t  f o r  
S t a t e s  t o  h a v e  t h e i r  m a x i m u m  b e n e f i t s  e q u a l  o r  
e x c e e d  t h e  t w o - t h i r d s  s t a n d a r d ,  T a b l e  3 . 6  i d e n t i -  i
f i c s  t h e  S t a t e s  w h i c h  h a v e  s u b s t a n t i a l l y  c o m p l i e d  /  |
w i t h  t h e  t r a d i t i o n a l  6 6  2 / 3  p e r c e n t  s t a n d a r d  b y  - i
c r e a t i n g  a  c a t e g o r y  w h e r e  t h e  m a x i m u m  w e e k l y  |



T A l lL E  3.G. M a x i m u m  week ly  benefits f o r  temporary tota l disability as a  percentage o f  average weekly wage: 
distribution o f  jurisdictions, 1940 -72

States

150)

Other
^States

16)

9 Federal

(2)

Year (19 ) 40 46 5S OS 72 40 46 56 66 72 40 46 56 66 72

F ull compliance 

75% or mors 29 3 .2 2 4 1 2 1 1 1

5B.7 to 74 .9% 9 1 1 1 6 1 1 1

Sub'.tnntial comolianca 

BtVto 66 .6% 7 4 1 1 8 2 2 1

Substandard 

50 t . 59 .9% 4 17 7 16 12

1

1

Less ban 50% 0 24 39 30 20 1 1

The maximum benefits for 1940 through 1946 arc for December 31 and arc compared to the State’s average weekly wage for the 
corresponding y.tar. The 1972 mammums are those in effect on January 1, 1972, and are compared to the State’s average weekly 
wage for the firs half of 1971.

Benefits are raln.lited as payments to a worker with three dependents.

Wage data for 4 cvher “States” are not available. Mississippi law did not go into effect until January 1, 1949. Wage data for Puerto 
Rico was not available before 1961.

Source of wage dvta: Handbook of Unemployment Insurance Financial Data, 1938-1970, and unpublished data from \t.S. 
Department of Labtir.

See Table 2.3 for explanatory notes.

b e n e f i t  i s  a t  le a s *  6 0  p e r c e n t  o f  t h e  a v e r a g e  I t  i s  d i s t r e s s i n g  t h a t  a s  o f  J a n u a r y  1 ,  1 9 7 2 ,  t h e
w e e k l y  w a g e  i n  t h e  j u r i s d i c t i o n .  E i g h t e e n  S t a t e s  m a x i m u m  w e e k l y  b e n e f i t  f o r  t e m p o r a r y  t o t a l
a r e  I n  “ f u l l  c o i n p l i a i c e * ’  o r  “ s u b s t a n t i a l  c o m p l i -  b e n e f i t s  i n  m o r e  t h a n  h a l f  o f  t h e  S t a t e s  d i d  n o t
a n c e "  w i t h  t h e  6 6  7 j 3  p e r c e n t  s t r n d a r d .  H o w -  r e a c h  t h i s  p o v e r t y  l e v e l .
e v e r ,  t h e  m a x i m u m  v e e k l y  b e n e f i t  i n  2 0  S t a t e s  S o m e  t e m p o r a r i l y  d i s a b l e d  w o r k e r s  h a v e
i s  l e s s  t h a n  5 0  p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  s o u r c e s  o f  i n c o m e  i n  a d d i t i o n  t o  w o r k m e n ' s
w e e k l y  w a g e ,  a n d  i n  a n o t h e r  1 2  S t a t e s ,  t h e  c o m p e n s a t i o n  b e n e f i t s .  A f t e r  t h  i  f i r s t  s i x
m a x i m u m  w e e k l y  b e n e f i t  i s  b e t w e e n  5 0  a n d  6 0  m o n t h s  o f  d i s a b i l i t y ,  a  w o r k e r  w ’  c o n t i n u e s  t o
p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e .  T h e  b e  i n c a p a c i t a t e d  m a y  b e  e l i g i b l e  f o r  d i s a b i l i t y
d e f i c i e n c i e s  i n  t h e s e  S t a ' e s  a r e  d u e  t o  m o r e  t h a n  i n s u r a n c e  b e n e f i t s  u n d e r  t h e  S o c i a l  S e c u r i t y
a  t e m p o r a r y  l a g  i n  l c g i s l a  i v e  e n a c t m e n t ’.'.. p r o g r a m .  I n  C a l i f o r n i a ,  s o m e  w o r k e r s  m a y  r c -

J u d g e d  b y  t r a d i t i o n a l  s t a n d a r d s ,  , i  m a j o r -  c e i v e  a  b e n e f i t  u n d e r  t h e  t e m p o r a r y  d i s a b i l i t y
i t y  o f  S t a t e s  h a v e  m a x i m u m  w e e k l y  b e n e f i t s  i n s u r a n c e  l a w  e q u a l  t o  t h e  d i f f e r e n c e  b e t w e e n
w h i c h  a r e  i n a d e q u a t e .  M o r e o v e r ,  t h e  w i d ;  v a r i a -  t h e  T D I  b e n e f i t  a n d  t h e  w o r k m e n ’ s  c o m p e n -
t i o n  a m o n g  t h e  S t a t e s  i n  t h e  r e l a t i o n s h i p  o f  s a t i o n  b e n e f i t .  M o r e  c o m m o n  b u t  a v a i l a b l e
m a x i m u m s  t o  a v e r a g e  w e e k l y  w a g e s  i n d i c a t e s  n a t i o n a l l y  o n l y  t o  a  m i n o r i t y  a r e  s i c k  l e a v e  o r
t h a t  t h e  m a x i m u m  w e e k l y  b e n e f i t s  f o r  t e m p o -  i n s u r a n c e  b e n e f i t s  p r o v i d e d  b y  e m p l o y e r s  t o  p a y
r a r y  t o t a l  d i s a b i l i t y  a r e  n o t  c c u i t a b l e .  f o r  t h e  w a i t i n g  p e r i o d  o r  s u p p l e m e n t  t h e  w e e k l y

O u r  j u d g m e n t  t h a t  t h e  m a x i m u m  w e e k l y  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s .  T h e  s i c k  p a y
b e n e f i t  l e v e l s  a r e  g e n e r a l l y  i n a d e q u a t e  i s  r e i n -  p l a n s  s o m e t i m e s  r e p l a c e  w a g e s  i n  f u l l ,  b u t  m o r e -
f o r c e d  b y  c o m p a r i n g  t h e  m a x i m u m  w e e k l y  o f t e n  p a y  s o m e  f l a t  a m o u n t  o r  a n  a m o u n t
b e n e f i t  i n  e a c h  S t a t e  a s  o f  J a n u i  r y  1 ,  1 9 7 2 ,  w i .  h  p r o p o r t i o n e d  t o  r e p l a c e  p a r t  o f  e a m i n g s .
t h e  1 9 7 1  n a t i o n a l  p o v e r t y  l e v e ,  f o r  a  n o n - f a m  T h e  e x t e n t  o f  s u c h  c o v e r a g e  v a r i e s  b y  s i z e
f a m i l y  o f  f o u r  p e r s o n s ,  w h i c h  i s  S 7 9 . 5 S  a  w e e k ,  o f  f i r m  ( t h e  l a r g e r  f i r m s  t e n d  t o  o f f e r  m o r e
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p r o t e c t i o n ) ,  b y  i n d u s t r y  ( p u b l i c  u t i l i t i e s  a n d  
m a n u f a c t u r i n g  a r e  m o r e  l i k e l y  t o  h a v e  s u c h  
p l a n s ) ,  a n d  b y  t y p e  o f  w o r k e r  ( s a l a r i e d  w o r k e r s  
a r e  m u c h  m o r e  l i k e l y  t o  e n j o y  t h i s  p r o t e c t i o n  
t h a n  w a g e  w o r k e r s . )  M o r e o v e r ,  e v e n  a m o n g  
p r o g r e s s i v e  f i r m s ,  f e w e r  t h a n  h a l f  t h e  w o r k e r s  
a r e  c o v e r e d  b y  s i c k  l e a v e  o r  o t h e r  p l a n s  w h i c h  
s u p p l e m e n t  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  
f o r  t e m p o r a r i l y  d i s a b l e d  w o r k e r s .  T h e s e  p r i v a t e  
p l a n s  a r e  a l m o s t  a l w a y s  i n t e g r a t e d  w i t h  p a y ­
m e n t s  b y  p u b l i c  p r o g r a m s  s o  t h a t  d u p l i c a t e  
p a y m e n t s  a r e  r a r e .

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

I t  s e e m s  l i k e l y  t h a t  w o r k m e n ’ s  c o m p e n s a ­
t i o n  b e n e f i c i a r i e s  p r i o r  t o  i n j u r y  h a v e  o n  t h e  
a v e r a g e  w e e k l y  w a g e s  l o w e r  t h a n  t h e  S t a t e  
a v e r a g e .  I t  i s  d i f f i c u l t  t o  c o n f i r m  t h i s  a s s u m p ­
t i o n ,  a l t h o u g h -  i t  h a s  b e e n  o b s e r v e d  t h a t  t h e  
i n j u r e d  a r e  o f t e n  t h e  y o u n g  a n d  i n e x p e r i e n c e d .  
T h e  o n l y  a v a i l a b l e  s e r i e s  o n  w a g e s  o f  i n j u r e d  
w o r k e r s  i s  p u b l i s h e d  b y  t h e  N a t i o n a l  C o u n c i l  o n  
C o m p e n s a t i o n  I n s u r a n c e .  T h e  C o u n c i l  b e l i e v e s  
t h e  a v e r a g e  w a g e s  f o r  i n j u r e d  w o r k e r s  a r c  p r o b ­
a b l y  u n d e r s t a t e d  b y  i t s  d a t a  b e c a u s e  s o m e  o f  t h e  
s o u r c e s  t h e  C o u n c i l  u s e s  d o  n o t  r e p o r t  t h e  f u l l  
w a g e  o f  h i g h - w a g e  w o r k e r s .

W e e k l y  b e n e f i t s  f o r  d i s a b i l i t y  o f t e n  a r e  
r e d u c e d  b y  a t t o r n e y ’ s f e e s .  ( S e e  C h a p t e r  6 )  T h e  
d a t a  o n  l e g a l  e x p e n s e s  a r e  l i m i t e d ,  b u t  i t  is  
e v i d e n t  t h a t  t h e  a d e q u a c y  o f  b e n e f i t s  i s  f u r t h e r  
u n d e r m i n e d  b y  t h e  e f f e c t  o f  t h e s e  f e e s ,  w h i c h  i n  
a l m o s t  e v e r y  S t a t e  a r e  p a i d  b y  t h e  w o r k e r .

W h i l e  w e  r e c o g n i z e  t h a t  n o t  a l l  o f  t h e  d a t a  
t h a t  w o u l d  b e  u s e f u l  t o  e v a l u a t e  t h e  a d e q u a c y  o f  
b e n e f i t s  a r e  a v a i l a b l e ,  n o n e t h e l e s s  t h e r e ,  a r e  
e n o u g h  d a t a  t o  s u p p o r t  a  f i n d i n g  t h a t  t h e  S t a t e s  
a r c  f a i l i n g  t o  m e e t  i n  a  r e s p o n s i b l e  f a s h i o n  t h e  
t r a d i t i o n a l  s t a n d a r d  o f  a  m a x i m u m  w e e k l y  
b e n e f i t  o f  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  t h e  a v e r a g e  
w e e k l y  w a g e  i n  t h e  S t a t e .  M o r e o v e r ,  t h a t  t r a d i ­
t i o n a l  m a x i m u m  is  t o o  l o w .

A  s t a t u t e  w h i c h  p r o v i d e s  t h a t  a  w o r k e r ’ s 
b e n e f i t  s h a l l  b e  6 6  2 / 3  p e r c e n t  o f  h i s  w a g e s  
s u b j e c t  t o  t h e  S t a t e ’ s m a x i m u m  v / e e k l y  b e n e f i t ,  
c o u p l e d  w i t h  a  m a x i m u m  w e e k l y  b e n e f i t  w h i c h  
i s  6 6  2 / 3  p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  
w a g e ,  m e a n s  t h a t  i n  f a c t  a p p r o x i m a t e l y  h a l f  o f  
t h e  w o r k e r s  i n  a  S t a t e  a r c  g o i n g  t o  r e c e i v e  
b e n e f i t s  t h a t  a r e  l e s s  t h a n  6 6  2 / 3  p e r c e n t  o f

t h e i r  p r e v i o u s  w a g e s .  I t  i s  w r o n g  t o  r e s t r i c t  t h e  
b e n e f i t s  o f  s u c h  a  s u b s t a n t i a l  p r o p o r t i o n  o f  t h e  
w o r k  f o r c e  t h r o u g h  t h e  o p e r a t i o n  o f  t h e  m a x i ­
m u m  w e e k l y  b e n e f i t .
----- 1---------------------- R3.S----------------------------

W e  r e c o m m e n d  t h a t  a s  o f  J u l y  1 ,  1 9 7 3 ,  t h e  
m a x i m u m  w e e k l y  b e n e f i t  f o r  t e m p o r a r y  t o t a l  
d i s a b i l i t y  b e  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  T i e  
S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ,  a n d  t h a t  a s  o f  J u l y  
1 ,  1 9 7 5 ,  t h e  m a x i m u m  b e  a t  l e a s t  1 0 0  p e r c e n t  
o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e .

B y  1 9 7 5 ,  t h e  m o s t  e x p e n s i v e  p h a s e  o f  o u r  
r e c o m m e n d a t i o n s  f o r  m a x i m u m  b e n e f i t s  w i l l  b e  
o v e r ,  a n d  t h e  S t a t e s  s h o u l d  t h e n  p r o c e e d  t o  
i n c r e a s e  t h e  p r o t e c t i o n  f o r  w o i  : e r s  w i t h  a b o v e -  
a v e r a g e  e a m i n g s .

-----------------------------R3.9-----------------------------

W e  r e c o m m e n d  t h a t  a s  o f  J u l y  1 ,  1 9 7 7 ,  t h e  
m a x i m u m  w e e k l y  b e n e f i t  f o r  t e m p o r a r y  t o t a l  
d i s a b i l i t y  b e  a t  l e a s t  1 3 3  1 / 3  p e r c e n t  o f  t h e  
S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ;  a s  o f  J u l y  1 ,  1 9 7 9 ,  
t h e  m a x i m u m  s h o u l d  b e  a t  l e a s t  1 6 6  2 / 3  p e r c e n t  
o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ,  a n d  o n  a n d  
a f t e r  J u l y  1 ,  1 9 8 1 ,  t h e  m a x i m u m  s h o u l d  b e  a t  
l e a s t  2 0 0  p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  
w a g e .

------------------------ R3.10------------------------

W e  r e c o m m e n d  t h a t ,  f o r  a l l  m a x i m u m  w e e k l y  
b e n e f i t s ,  t h e  m a x i m u m  b e  l i n k e d  t o  t h e  S t a t e ’ s  
a v e r a g e  w e e k l y  w a g e  f o r  t h e  l a t e s t  a v a i l a b l e  y e a r  
a s  d e t e r m i n e d  b y  t h e  a g e n c y  a d m i n i s t e r i n g  t h e  
S t a t e  e m p l o y m e n t  s e c u r i t y  p r o g r a m .

I n c r e a s i n g  t h e  m a x i m u m s  a c c o r d i n g  t o  
o u r  r e c o m m e n d a t i o n s  is  n o t  o n l y  e s s e n t i a l  t o  
m a k e  b e n e f i t s  e q u i t a b l e  a n d  a d e q u a t e ,  i t  is  
a d m i n i s t r a t i v e l y  a n d  e c o n o m i c a l l y  f e a s i b l e .  
T h i r t e e n  S t a t e s  n o w  h a v e  p r o v i s i o n s  w h i c h  
a u t o m a t i c a l l y  i n c r e a s e  t h e  m a x i m u m  w e e k l y  
b e n e f i t  f o r  t e m p o r a r y  t o t a l  b e n e f i t s  a s  t h e i r  
a v e r a g e  w e e k l y  w a g e  i n c r e a s e s .

F i g u r e  3 . 1  i n d i c a t e s  t h e  a p p r o x i m a t e  c o s t  
o f  m o v i n g  t o  t h e s e  s u c c e s s i v e  i n c r e m e n t s  o f  
m a x i m u m  w e e k l y  b e n e f i t s  w h e n  t h e  m a x i m u m s  
a r e  c o u p l e d  w i t h  t h e  M o d e l  A c t  s t a n d a r d  o f  a  
m i n i m u m  w e e k l y  b e n e f i t ,  e q u a l  t o  2 0  p e r c e n t  o f  
t h e  S t a t e ’ s a v e r a g e  w e e k l y  w a g e  a n d  a  w e e k l y
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d i s a b i l i t y  b e n e f i t  e q u a l  t o  6 6  2 / 3  p e r c e n t  o f  t h e  
w o r k e r ’ s  w e e k l y  w a g e .

F IG U R E  3 .1 . Additional cost o f  increasing maximum 
weekly benefits in workmen's compensation

21%

to
6 6 .7%

to
1 0 0 %

to
13 3.3%

to
166.7%

to
200%

Increase in maximum weekly benefit (expressed 

as percentage of State's average weekly wage)

C a lcu la ted  b y  s ta f f  o f  N a t io n a l C om m iss ion  o n  S ta te  W o rkm en ’ s 
C om pensa tion  Laws w ith  a c tu a ria l techn iques o f  the N a tion a l 
C oun c il on  C om pensa tion  In su ran ce . C a lc u la tio n s  assume 
tha t a w o rk e r ’ s b ene fit is 6 6 .6 7 %  o f  h is w eek ly  wage, sub ject 
to  a m in im um  w eek ly  b e n e fit  eq u a l to  2 0 %  o f  the S tate 's 
average w eek ly  wage and  to  the m ax im um  w eek ly  bene fits 
show n  in the figu re .

C .  P E R M A N E N T  T O T A L  D I S A B I L I T Y  
B E N E F I T S

O n l y  a b o u t  1 0  p e r c e n t  o f  a l l  w o r k m e n ’ s 
c o m p e n s a t i o n  c l a i m s  ( i n c l u d i n g  c l a i m s  p a y i n g  
m e d i c a l  b e n e f i t s  o n l y )  i n v o l v e  i m p a i r m e n t s  s e r i ­
o u s  e n o u g h  t o  q u a l i f y  t h e  w o r k e r s  f o r  p e r m a ­
n e n t  t o t a l  d i s a b i l i t y  o r  p e r m a n e n t  p a r t i a l  b e n e ­
f i t s .  O n l y  a b o u t  1 , 0 0 0  w o r k e r s  e a c h  y e a r  r e c e i v e  
p e r m a n e n t  t o t a l  d i s a b i l i t y  a w a r d s .

A l t h o u g h  n u m e r i c a l l y  l e s s  i m p o r t a n t  t h a n  
t ir e  c l a i m s  i n v o l v i n g  t e m p o r a r y  t o t a l  d i s a b i l i t y  
b e n e f i t s  o r  m e d i c a l  c a r e  o n l y ,  t h e  c l a i m s  i n v o l v ­
i n g  w o r k e r s  w i t h  p e r m a n e n t  i m p a i r m e n t s  p r e ­
s e n t  t h e  m o s t  d i f f i c u l t  c h a l l e n g e s .  T h e s e  c a s e s  
a r e  t h e  m o s t  e x p e n s i v e  i n  t e r m s  o f  b e n e f i t s  p a i d

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

O n e  r e a s o n  f o r  t h e  i n s u f f i c i e n t  a t t e n t i o n  
t o .  r e h a b i l i t a t i o n  i s  t h e  t e n d e n c y  t o  v i e w  w o r k ­
m e n ’ s  c o m p e n s a t i o n  p r i m a r i l y  i n  t e r m s  o f  p a y ­
m e n t  o f  c a s h  b e n e f i t s .  I n  s o m e  S t a t e s  v i r t u a l l y  
a l l  t h a t  h a p p e n s  i s  t h a t  a  w o r k e r  i s  i n j u r e d ,  
i n s p e c t e d ,  a n d  i n d e m n i f i e d .  S u c h  a  p o l i c y  i s  
u n s a t i s f a c t o r y  a n d  i n h u m a n e ,  a n d  i n  C h a p t e r s  4  
a n d  6  w e  s p e l l  o u t  p r o c e d u r e s  w h i c h  s h o u l d  
i n s u r e  t h a t  w o r k e r s  w i t h  s e r i o u s  i m p a i r m e n t s  
w i l l  r e c e i v e  n e e d e d  m e d i c a l  a n d  r e h a b i l i t a t i o n  
s e r y i c e s  u n d e r  t h e  c l o s e  s u p e r v i s i o n  a n d  c a r e f u l  
a t t e n t i o n  o f  t h e  S t a t e  w o r k m e n ’ s  c o m p e n s a t i o n  
a g e n c y .  W e  s t r e s s  t h e s e  r e s t o r a t i v e  a s p e c t s  o f  a  
m o d e m  w o r k m e n ’ s c o m p e n s a t i o n  p r o g r a m  b e ­
c a u s e  w e  d o  n o t  w i s h  o u r  d i s c u s s i o n  o f  c a s h  
b e n e f i t s  f o r  s e r i o u s  i m p a i r m e n t s  t o  d i v e r t  a t t e n ­
t i o n  f r o m  o u r  g o a l  o f  a n  i n t e g r a t e d  a n d  c o m p r e ­
h e n s i v e  s e t  o f  s e r v i c e s  f o r  w o r k e r s  w i t h  s e r i o u s  
i m p a i r m e n t s .

L e g a l  D e f i n i t i o n

P e r m a n e n t  t o t a l  d i s a b i l i t y  b e n e f i t s  s h o u l d  
b e  p a i d  t o  a  w o r k e r  w h o  e x p e r i e n c e s  a  w o r k -  
r e l a t e d  i n j u r y  o r  d i s e a s e  w h i c h  l e a d s  t o  a  
p e r m a n e n t  i m p a i r m e n t  t h a t  m a k e s  i t  i m p o s s i b l e

f o r  h i m  t o  e n g a g e  i n  a n y  s u b s t a n t i a l  g a i n f u l  
a c t i v i t y  f o r  a  p r o l o n g e d  p e r i o d .  I f  a  w o r k e r  e a r n s  
i n c o m e  s u b s e q u e n t  t o  h i s  i n j u r y ,  h e  m a y  b e  
e l i g i b l e  f o r  t h e  p e r m a n e n t  p a r t i a l  d i s a b i l i t y  
b e n e f i t s  d e s c r i b e d  l a t e r  i n  t h i s  c h a p t e r .

O u r  r e c o m m e n d a t i o n s  f o r  i m p r o v e m e n t s  
i n  t h e  l e v e l  a n d  e x t e n t  o f  p e r m a n e n t  t o t a l  
d i s a b i l i t y  b e n e f i t s  a s s u m e  t h a t  t h e  i m p r o v e m e n t s  
w i l l  b e  a p p l i e d  o n l y  t o  t h o s e  w h o  t r u l y  a r e  
p e r m a n e n t l y  a n d  t o t a l l y  d i s a b l e d .  A  f e w  j u r i s d i c ­
t i o n s ,  h o w e v e r ,  u s e  d e f i n i t i o n s  o f  p e r m a n e n t  
t o t a l  d i s a b i l i t y  w h i c h  p e r m i t  s u c h  a w a r d s  t o  
i m p a i r e d  w o r k e r s  w h o  r e t a i n  s u b s t a n t i a l  w a g e  
e a r n i n g  c a p a c i t y .

* R3.1 1-

W e  r e c o m m e n d  t h a t  t h e  d e f i n i t i o n  o f  p e r m a n e n t  
t o t a l  d i s a b i l i t y  u s e d  i n  m o s t  S t a t e s  b e  r e t a i n e d .  
H o w e v e r ,  i n  t h o s e  f e w  S t a t e s  w h i c h  p e r m i t  t i r e  
p a y m e n t  o f  p e r m a n e n t  t o t a l  d i s a b i l i t y  b e n e f i t s  
t o  w o r k e r s  w h o  r e t a i n  s u b s t a n t i a l  e a r n i n g  c a p a c ­
i t y ,  w e  r e c o m m e n d  t h a t  o u r  b e n e f i t  p r o p o s a l s  b e
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a p p l i c a b l e  o n l y  t o  t h o s e  c a s e s  w h i c h  m e e t  t h e  
t e s t  o f  p e r m a n e n t  t o t a l  d i s a b i l i t y  u s e d  i n  m o s t  
S t a t e s .

P r o p o r t i o n  o f  L o s t  R e m u n e r a t i o n  
t o  b e  R e p l a c e d

T h e  t r a d i t i o n a l  b e n e f i t  f o r  p e r m a n e n t  
t o t a l  d i s a b i l i t y  r e p l a c e s  t w o - t h i r d s  o f  t h e  w o r k ­
e r ’ s  w a g e s ,  s u b j e c t  t o  m i n i m u m  a n d  m a x i m u m  
w e e k l y  b e n e f i t s .  T h e  M o d e l  A c t ’ s  a l t e r n a t i v e  
f o r m u l a  e n c o m p a s s e s  t h i s  t r a d i t i o n a l  v i e w .  T h e  
M o d e l  A c t  a l s o  p r o v i d e s  a  m e t h o d  f o r  a u t o m a t i ­
c a l l y  i n c r e a s i n g  t h e  b e n e f i t s  o f  a  t o t a l l y  d i s a b l e d  
w o r k e r  a s  t h e  a v e r a g e  w e e k l y  w a g e  i n  t h e  S t a t e  
i n c r e a s e s .  ( S e e  S e c t i o n  2 1  o f  t h e  M o d e l  A c t )

M o s t  S t a g e s  s p e c i f y  a n  a d e q u a t e  p e r c e n t ­
a g e  o f  l o s t  w a g e s  t o  b e  r e p l a c e d  f o r  a  t o t a l l y  
d i s a b l e d  w o r k e r ,  a l t h o u g h  o n l y  f i v e  n o w  p r o v i d e  
f o r  a u t o m a t i c  i n c r e a s e s  i n  b e n e f i t s  a s  t h e  S t a t e ’ s 
a v e r a g e  w e e k l y  w a g e  i n c r e a s e s .

R3.12-

W e  r e c o m m e n d  t h a t ,  s u b j e c t  t o  t h e  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  p e r m a n e n t  t o t a l  d i s ­
a b i l i t y  b e n e f i t s  b e  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  t h e  
w o r k e r ’ s  g r o s s  w e e k l y  w a g e .

R3.14

W e  r e c o m m e n d  t h a t  I ' l e n e f i c i a r i e s  i n  p e r m a n e n t  
t o t a l  d i s a b i l i t y  c a s e s  h a v e  t h e i r  b e n e f i t s  i n ­
c r e a s e d  t h r o u g h  t u n e  i n  t h e  s a m e  p r o p o r t i o n  a s  
i n c r e a s e s  i n  t h e  S t a t e ’s  a v e r a g e  w e e k l y  w a g e .

M a x i m u m  W e e k l y  B e n e f i t

L i k e  m a x i m u m  t e m p o r a r y  t o t a l  b e n e f i t s ,  
t h e  m a x i m u m  w e e k l y  b e n e f i t s  f o r  p e r m a n e n t  
t o t a l  d i s a b i l i t y  a r e  s e r i o u s l y  d e f i c i e n t  i n  c e r t a i n  
S t a t e s .  T a b l e  3 . 7  i n d i c a t e s  t h e  r e l a t i o n s h i p  o f  
t h e  m a x i m u m  b e n e f i t s  f o r  p e r m a n e n t  t o t a l  
d i s a b i l i t y  t o  a v e r a g e  w a g e s  i n  t h e  v a r i o u s  j u r i s ­
d i c t i o n s  i n  1 9 7 2 .

TABLE  3.7 Maximum weekly benefits ;or permanent 
total disability as a percentage o f  average weekly wages: 
distribution o f  jurisdictions, 1 972

(

Percentage
States

(50!

Other

"States"
(6)*

Federal

(2)

75% or more 4 NA 1

66.7/74.9% 6 NA o
60/66.6% 4 NA 0

50/59.9% 11 NA 0

Less than 50% ?5 . 2 1

A f t e r  a  t r a n s i t i o n  p e r i o d ,  o u r  p r e f e r r e d  
f o r m u l a  ( R . 3 . 1 3 )  s h o u l d  b e  u s e d .

•R3.13-

W c  r e c o m m e n d  t h a t ,  s u b j e . t  t o  t h e  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  p e r m a n e n t  t o t a l  d i s ­
a b i l i t y  b e n e f i t s  b e  a t  l e a s t  8 0  p e r c e n t  o f  t h e  
w o r k e r ’ s  s p e n d a b l e  w e e k l y  e a m i n g s .  T h i s  f o r m ­
u l a  s h o u l d  b e  u s e d  a s  s o o n  a s  f e a s i b l e  o r ,  i n  a n y  
c a s e ,  a s  s o o n  a s  t h e  m a x i m u m  w e e k l y  b e n e f i t  i n  
d i e  S t a t e  e x c e e d s  1 0 0  p e r c e n t  o f  t h e  S t a t e ’ s  
a v e r a g e  w e e k l y  w a g e .

A  d e p e n d e n t s ’  a l l o w a n c e  m a y  b e  a p p r o ­
p r i a t e  i n  a d d i t i o n  t o  t h e  b e n e f i t s  b a s e d  o n  g r o s s  
w e e k l y  w a g e s ,  b u t  is  n o t  a p p r o p r i a t e  i n  a d d i t i o n  
t o  t h e  b e n e f i t s  b a s e d  o n  s p e n d a b l e  e a m i n g s .

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

•  A verage wage data n o t  ava ilab le  fo r  fo u r  " S ta te s ."
See T ab le  2 .3  f o r  e x p la n a to ry  no tes .

T h e  m a x i m u m  w e e k l y  b e n e f i t s  i n  m o s t  
S t a t e s  a r e  i n a d e q u a t e ,  a n d  t h e  c o n s i d e r a b l e  
v a r i a t i o n  a m o n g  t h e  S t a t e s  i n  t h e  r e l a t i o n s h i p  o f  
d i e  m a x i m u m s  t o  t h e  S t a t e  a v e r a g e  w e e k l y  w a g e  
i n d i c a t e s  c o n s i d e r a b l e  i n e q u i t y .

-R3.J5-

W e  r e c o m m e n d  t h a t  a s  o f  J u l y  1 ,  1 9 7 3 ,  t h e  
m a x i m u m  w e e k l y  b e n e f i t  f o r  p e r m a n e n t  t o t a l  
d i s a b i l i t y  b e  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  t h e  
S t a t e ’ s  a v e ,  a g e  w e e k l y  w a g e ,  a n d  t h a t  a s  o f  J u l y  
I ,  1 9 7 5 ,  t h e  m a x i m u m  b e  a t  l e a s t  1 0 0  p e r c e n t  
o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e .

■ R3.1 6 •

W e  r e c o m m e n d  t h a t  a s  o f  J u l y  1 ,  1 9 7 7 ,  t h e  
m a x i m u m  w e e k l y  b e n e f i t  f o r  p e r m a n e n t  t o t a l  /  j 
d i s a b i l i t y  b e  a t  l e a s t  1 3 3  1 / 3  p e r c e n t  o f  d i e  * -
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S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ;  a s  o f  J u l y  1 ,  1 9 7 9 ,  
t h e  m a x i m u m  s h o u l d  b e  a t  l e a s t  1 6 6  2 / 3  p e r c e n t  
o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ;  a n d  o n  a n d  
a f t e r  J u l y  1 ,  1 9 8 1 ,  t h e  m a x i m u m  s h o u l d  b e  a t  
l e a s t  2 0 0  p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  
w a g e .

T h e s e  m a x i m u m s  s h o u l d  b e  l i n k e d  t o  t h e  
S t a t e ’ s  a v e r a g e  w e e k l y  w a g e  a s  d e f i n e d  i n  r e c o m ­
m e n d a t i o n  3 . 1 0 .

D u r a t i o n  o f  P e r m a n e n t  T o t a l  
B e n e f i t s

P e r m a n e n t  t o t a l  b e n e f i t s  s h o u l d  b e  p a i d  
f o r  t h e  e n t i r e  p e r i o d  o f  d i s a b i l i t y  o r  f o r  l i f e ,  
a c c o r d i n g  t o  t h e  r e c o m m e n d a t i o n  p u b l i s h e d  b y  
t h e  D e p a r t m e n t  o f  L a b o r  a n d  t h e  M o d e l  A c t .  
T h e r e  s h o u l d  b e  n o  l i m i t s  o f  t i m e  o r  t o t a l  d o l l a r  
a m o u n t  o n  p e r m a n e n t  t o t a l  b e n e f i t s .

T a b l e  3 . 8  i n d i c a t e s  t h e  e x t e n t  o f  c o m p l i ­
a n c e  w i t h  t h e s e  r e c o m m e n d a t i o n s .  I>: i s  d i s ­
t r e s s i n g  t o  n o t e  t h a t  1 9  S t a t e s  i n  1 9 7 2  d i d  n o t  
m e e t  t h e  s t a n d a r d .  I n  1 5  S t a t e s ,  a  t o t a l l y  
d i s a b l e d  w o r k e r  c a n  r e c e i v e  b e n e f i t s  f o r  a  
m a x i m u m  p e r i o d  o f  l e s s  t h a n  1 0  y e a r s .  I n  1 1  
S t a t e s ,  o f t e n  t h e  s a m e  S t a t e s  w i t h  m a x i m u r l i  
l i m i t s  o n  d u r a t i o n ,  t h e  m o s t  a  t o t a l l y  d i s a b l e d  
w o r k e r  c a n  r e c e i v e  i n  b e n e f i t s  i s  l e s s  t h a n  
5 2 5 , 0 0 0 .  T h i s  a m o u n t  i s  l e s s  t h a n  t h e  a v e r a g e  
A m e r i c a n  w o r k e r  e a r n s  i n  f o u r  y e a r s  o f  f u l l - t i m e  
w o r k .

TABLE  3 .8 . Jurisdictions with compensation fo r  
permanent total disability payable fo r  li fe or period 
o f  disability

n e e d  f o r  l o n g - t e r m  s u p p o r t  f r o m  w o r k m e n ’ s 
c o m p e n s a t i o n .

-R3.17-

Year
Stater

(50)

Other
"Sta’cr"

(0

Federal

(2)

1946 16 0 1

I960 26 1 1
1966 30 2 \l
1972 31 3

See T ab le  2 .3  f o r  e x p la n a to ry  n o ie i .

T h e s e  l i m i t a t i o n s  o n  p e r m a n e n t  t o t a l  
b e n e f i t s  a r e  i n e x c u s a b l e  i n  a  m o d e m  w o r k m e n ' s  
c o m p e n s a t i o n  p r o g r a m .  T h e  w o r k e r  w i t h  a  
p e r m a n e n t  t o t a l  d i s a b i l i t y  p r e s e n t s  a  c o m p e l l i n g

W e  r e c o m m e n d  t h a t  t o t a l  d i s a b i l i t y  b e n e f i t s  b e  
p a i d  f o r  t h e  d u r a t i o n  o f  t h e  w o r k e r ’ s  d i s a b i l i t y ,  
o r  f o r  l i f e ,  w i t h o u t  a n y  l i m i t a t i o n s  a s  t o  d o l l a r  
a m o u n t  o r  t i m e .

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

R e l a t i o n s h i p  o f  P e r m a n e n t  T o t a l  
B e n e f i t s  t o  O t h e r  P r o g r a m s

A  p e r m a n e n t l y  a n d  t o t a l l y  d i s a b l e d  
w o r k e r  w h o  i s  r e c e i v i n g  w o r k m e n ’ s c o m p e n s a ­
t i o n  b e n e f i t s  o f t e n  i s  e l i g i b l e  f o r  p a y m e n t s  f r o m  
o t h e r  p r o g r a m s .  T h e  m o s t  i m p o r t a n t  a d d i t i o n a l  
p u b l i c  b e n e f i t  is  p r o v i d e d  u n d e r  t h e  S o c i a l  
S e c u r i t y  p r o g r a m  ( O A S D H 1 ) .  A l t h o u g h  i t  i s  n o t  
k n o w n  h o w  m a n y  w o r k m e n ’ s  c o m p e n s a t i o n  
b e n e f i c i a r i e s  a r c  e l i g i b l e  f o r  b e n e f i t s  u n d e r  
S o c i a l  S e c u r i t y ,  a  r o u g h  i d e a  c a n  b e  g l e a n e d  
f r o m  a w a r d s  d a t a .  I n  r e c e n t  y e a r s  t h e r e  h a v e  
b e e n  a b o u t  1 , 0 0 0  p e r m a n e n t  t o t a l  a n d  3 5 , 0 0 0  
m a j o r  p e r m a n e n t  p a r t i a l  d i s a b i l i t y  a w a r d s  
a n n u a l l y  u n d e r  w o r k m e n ' s  c o m p e n s a t i o n .  I n  
1 9 6 8  a b o u t  1 1 , 0 0 0  w o r k e r s  r e c e i v i n g  p e r m a n e n t  
d i s a b i l i t y  b e n e f i t s  f r o m  S o c i a l  S e c u r i t y  h a d  
t h e s e  b e n e f i t s  r e d u c e d  b e c a u s e  t h e y  w e r e  r e c e i v ­
i n g  w o r k m e n ' s  c o m p e n s a t i o n  b e n e f i t s .  I t  i s  
e s t i m a t e d  t h a t  p e r h a p s  a n o t h e r  2 , 0 0 0  t o  4 , 0 9 0  
w e r e  r e c e i v i n g  b o t h  b e n e f i t s ,  b u t  w e r e  n o t  
s u b j e c t  t o  t h e  o f f s e t  b e c a u s e  t h e i r  c o m b i n e d  
w o r k m e n ’ s  c o m p e n s a t i o n  a n d  S o c i a l  S e c u r i t y  
b e n e f i t s  w e r e  l e s s  t h a n  8 0  p e r c e n t  o f  t h e i r  
f o r m e r  w a g e .  I t  t h u s  a p p e a r s  l i k e l y  t h a t  m o s t  
s e r i o u s l y  d i s a b l e d  w o r k e r s  r e c e i v i n g  w o r k m e n ’ s 
c o m p e n s a t i o n  b e n e f i t s  a r e  n o t  r e c e i v i n g  S o c i a l  
S e c u r i t y  b e n e f i t s .

P r i v a t e  s u p p l e m e n t s  a l s o  a r c  a v a i l a b l e  t o  
s o m e  w o r k e r s .  P e r h a p s  t h r e e - f o u r t h s  o f  t h e  3 0  
m i l l i o n  A m e r i c a n  w o r k e r s  i n  p r i v a t e  i n d u s t r y  
c o v e r e d  b y  r e t i r e m e n t  p l a n s  m a y  r e c e i v e  b e n e f i t s  
i f  t h e y  b e c o m e  d i s a b l e d .  H o w e v e r ,  v e s t i n g  l i m i ­
t a t i o n s  a n d  a g e  a n d  s e r v i c e  r e q u i r e m e n t s  l i m i t  
t h e  n u m b e r  o f  t h e s e  w o r k e r s  w h o  a r c  e l i g i b l e .  
T h i s  f o r m  o f  p r o t e c t i o n ,  l i k e  o t h e r  p r i v a t e
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s u p p l e m e n t s ,  v a r i e s  b y  i n d u s t r i a l  s e c t o r ,  s i z e  o f  
f i r m ,  u n i o n  s t a t u s ,  a n d  o t h e r  f a c t o r s .  M o s t  
m a n u f a c t u r i n g  w o r k e r s ,  b u t  o n l y  a b o u t  o n e -  
t h i r d  o f  r e t a i l - t r a d e  w o r k e r s ,  h a v e  p e n s i o n  p l a n s  
w i t h  d i s a b i l i t y  b e n e f i t s .

A n o t h e r  t y p e  o f  b e n e f i t  a v a i l a b l e  f o r  
p e r m a n e n t  t o t a l  d i s a b i l i t y  i n  p r i v a t e  i n d u s t r y  is  
g r o u p  l o n g - t e r m  d i s a b i l i t y  i n s u r a n c e .  T h i s  p l a n  
h a s  f e w  e l i g i b i l i t y  r e s t r i c t i o n s  b u t  i s  o f f e r e d  
m a i n l y  t o  s a l a r i e d  w o r k e r s .  ( A  r e c e n t  s u r v e y  o f  
l e a d i n g  f i r m s  s h o w e d  m o r e  t h a n  h a l f  o f  s a l a r i e d  
w o r k e r s  b u t  l i t t l e  m o r e  t h a n  a  f o u r t h  o f  h o u r l y  
w o r k e r s  a r e  c o v e r e d  b y  l o n g - t e r m - d i s a b i l i t v  
p l a n s . )

I n  t h e  a g g r e g a t e ,  s u p p l e m e n t s  t o  w o r k ­
m e n ’ s  c o m p e n s a t i o n  p e r m a n e n t  t o t a l  d i s a b i l i t y  
b e n e f i t s  a r e  p r o b a b l y  s u b s t a n t i a l ,  b u t  t h e i r  
a v a i l a b i l i t y  d i f f e r s  g r e a t l y  a m o n g  a n d  w i t h i n  
f i r m s .  S u p p l e m e n t s  a r e  m o r e  p r e v a l e n t  i n  l a r g e  
t h a n  i n  s m a l l  f i r m s ,  a n d  i n  u n i o n i z e d  t h a n  i n  
n o n u m o n i z e d  f i r m s .  R e l i a n c e  o n  s u p p l e m e n t s  
m a y  o n l y  e x a g g e r a t e  t h e  i n e q u i t y  o f  t h e  t r e a t ­
m e n t  o f  p e r m a n e n t l y  a n d  t o t a l l y  d i s a b l e d  
w o r k e r s .

B e c a u s e  o f  t h e  n u m e r o u s  p o s s i b l e  s o u r c e s  
o f  b e n e f i t s  f o r  p e r m a n e n t l y  a n d  t o t a l l y  d i s a b l e d  
w o r k e r s  a n d  t h e  s u b s t a n t i a l  i n e q u i t i e s  w h i c h  c a n  
o c c u r  i f  t h e  b e n e f i t s  w e  h a v e  r e c o m m e n d e d  f o r  
w o r k m e n ’ s c o m p e n s a t i o n  a r c  d u p l i c a t e d  b y  
b e n e f i t s  f r o m  o t h e r  p r o g r a m s ,  w e  b e l i e v e  t h a t  
c o o r d i n a t i o n  is  n e c e s s a r y .  C o o r d i n a t i o n  i s  e s s e n ­
t i a l  a l s o  b e c a u s e  t h e  g e n e r a l  a v a i l a b i l i t y  o f  
p r o g r a m s  f o r  t o t a l l y  > ‘ s a b l e d  w o r k e r s  i n  a d d i ­
t i o n  t o  w o r k m e n ’ s  c o m p e n s a t i o n  m a y  h a v e  
u n d e r c u t  t h e  s e n s e  o f  u r g e n c y  c o n c e r n i n g  t h e  
n e e d  f o r  i n c r e a s e s  i n  w o r k m e n ’ s  c o m p e n s a t i o n  
b e n e f i t s .  U n f o r t u  '•'** d y ,  m a n y  w o r k e r s  h a v e  
p r o b a b l y  s u f f e r e d  a s  a c o n s e q u e n c e  o f  t h e  l a c k  
o f  u r g e n c y  b e c a u s e . ' r r  t h e m ,  w o r k m e n ’ s  c o m ­
p e n s a t i o n  w a s  t h e  s ^ l e  o r  p r i m a r y  s o u r c e  o f  
p r o t e c t i o n  w h e n  t h e y  b e c a m e  t o t a l l y  d i s a b l e d .  
O n l y  i f  w o r k m e n ’ s  c o m p e n s a t i o n  i s  c o o r d i n a t e d  
w i t h  o t h e r  p r o g r a m s  c a n  t h e r e  b e  a s s u r a n c e  t h a t  
t h e  s u b s t a n t i a l  w o r k m e n ’ s c o m p e n s a t i o n  b e n e ­
f i t s  n e c e s s a r y  t o  p r o t e c t  t h o s e  w o r k e r s  w h o  r e l y  
o n  t h e  p r o g r a m  f o r  p r i m a r y  p r o t e c t i o n  w i l l  n o t  
p r o v i d e  u n n e c e s s a r y  s u p p o r t  t o  o t h e r  w o r k e r s  
w i t h  m u l t i p l e  s o u r c e s  o f  p r o t e c t i o n .

T h e  m o s t  o b v i o u s  n e e d  f o r  c o o r d i n a t i o n  
i n v o l v e s  t ir e  d i s a b i l i t y  i n s u r a n c e  p r o g r a m  o f  
S o c i a l  S e c u r i t y  a n d  w o r k m e n ' s  c o m p e n s a t i o n .

W e  r e c o m m e n d  t h a t ,  p r o v i d e d  o u r  o t h e r  r e c o m ­
m e n d a t i o n s  f o r  p e r m a n e n t l y  t o t a l  d i s a b i l i t y  
b e n e f i t s  a r e  a d o p t e d  b y  t h e  S t a t e s ,  t h e  D i s a b i l i t y  
I n s u r a n c e  p r o g r a m  o f  S o c i a l  S e c u r i t y  c o n t i n u e  
t o  r e d u c e  p a y m e n t s  f o r  t h o s e  w o r k e r s  r e c e i v i n g  
w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s .

----------------------------------------------R3.1 B------------------------------------------------

W e  b e l i e v e  a l s o  t h a t  i t  i s  a p p r o p r i a t e  t o  
i n t e g r a t e  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  w i t h  
o t h e r  b e n e f i t s  p r o v i d e d  b y  a n  e m p l o y e r .  A s  i n  
t h e  p a s t ,  w e  b e l i e v e  t h a t  e m p l o y e r s  a n d  o t h e r  
i n t e r e s t e d  p a r t i e s ,  s u c h  a s  u n i o n s ,  s h o u l d  b e  f r e e  
t o  d e v e l o p  p r o v i s i o n s  w h i c h  e i t h e r  s u p p l e m e n t  
w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  o r  r e d u c e  
r e t i r e m e n t  o r  d i s a b i l i t y  b e n e f i t s  p a i d  f o r  b y  t h e  
e m p l o y e r  i n  t h e  p r e s e n c e  c f  w o r k m e n ’ s  c o m p e n ­
s a t i o n  b e n e f i t s .

D .  P E R M A N E N T  P A R T I A L  B E N E F I T !

A  w o r k e r  w h o  e x p e r i e n c e s  a n  i m p a i r m e n t  
b e c a u s e  o f  a  w o r k - r e l a t e d  i n j u r y  o r  d i s e a s e ,  b u t  
w h o  i s  n o t  t o t a l l y  d i s a b l e d ,  m a y  b e  c l i g i L i e  f o r  
p e r m a n e n t  p a r t i a l  b e n e f i t s .  P e r m a n e n t  p a r t i a l  
c a s e s  a r e  t h e  m o s t  e x p e n s i v e  p o r t i o n  o f  t h e  
w o r k m e n ’ s  c o m p e n s a t i o n  p r o g r a m :  c a s h  b e n e ­
f i t s  a n d  m e d i c a l  c a r e  i n  p e r m a n e n t  p a r t i a l  c a s e s  
a c c o u n t  f o r  m o r e  t h a n -  S C  p e r c e n t  o f  a l l  
p a y m e n t s .

P e r m a n e n t  p a r t i a l  b e n e f i t s  a r e  a l s o  t h e  
m o s t  c o n t r o v e r s i a l  a n d  c o m p l e x  a s p e c t  o f  w o r k -  

" m e n ' s  c o m p e n s a t i o n .  W e  v** ; c  i m p r e s s e d  d u r i n g  
o u r  h e a r i n g s  a n d  m e e t i n g s  v n a t  f o r  n o  o t h e r  c l a s s  
o f  b e n e f i t s  a r c  t h e r e  m o r e  v a r i a t i o n s  a m o n g  t h e  
S t a t e s  o r  m o r e  d i v e r g e n c e  b e t w e e n  s t a t u t e s  a n d  
p r a c t i c e s .

O n e  e l e m e n t  i n  t h e  v a r i a t i o n s  i s  t h e  
r e l a t i v e  i m p o r t a n c e  o f  c a s h  b e n e f i t s  f o r  m i n o r  
p e r m a n e n t  p a r t i a l  c a s e s .  S u c h  b e n e f i t s  r e p r e s e n t  
l e s s  t h a n  1 0  p e r c e n t  o f  a l l  p a y m e n t s  i n  f o u r  
S t a t e s ,  b u t  r e p r e s e n t  m o r e  t h a n  3 0  p e r c e n t  i n  

o u r  o t h e r s .  ( T a b l e  3 . 9 )
T h e  i m b a l a n c e  i n  t h e  i m p o r t a n c e  o f  p e r ­

m a n e n t  p a r t i a l  b e n e f i t s  a m o n g  t h e  S t a t e s  i s  
a c c e n t u a t e d  b y  t h e  a p p a r e n t  p a r a d o x  t h a t  s o m e  
S t a t e s  w i t h  a n  u n u s u a l l y  h i g h  p r o p o r t i o n  o f  
t o t a l  b e n e f i t s  p a i d  f o r  p e r m a n e n t  p a r t i a l  b e n e f i t s  
a l s o  h a v e  u n u s u a l l y  l o w  m a x i m u m  w e e k l y  b e n e ­
f i t s  f o r  t h e  c a t e g o r y .  N e w  J e r s e y  e x p e n d s  o v e r  
3 5  p e r c e n t  o f  a l l  b e n e f i t  p a y m e n t s  o n  m i n o r



TABLE  3.9 Distribution o f 4 4  States and tl'ie District 
o f  Columbia according to  cash benafits paid fo r  minor 
permanent partial impairments as a percentage o f  their 
tota l outlays fo r  workmen's compensation benefits, 1 970

Indemnity Number of States

Less iiian 10% 5

10/14.9% 9

15/19.9% 11

20/24.9% 10

25/29.9% G

30% or morn
4  . ,

p e r m a n e n t  p a r t i a l  c a s e s  e v e n  t h o u g h  i t s  m a x i ­
m u m  w e e k l y  b e n e f i t  f o r  p e r m a n e n t  p a r t i a l  ( S 4 0 )  
i s  f a r  b e l o w  t h e  m a x i m u m  f o r  o t h e r  c l a s s e s  o f  
b e n e f i t s  ( S 1 0 1 ) .

A  p o s s i b l e  e x p l a n a t i o n  o f  t h e s e  i m b a l ­
a n c e s  i s  t h a t  t h e  e v a l u a t i o n  o f  t h e  e x t e n t  o f  
d i s a b i l i t y  i n  p e r m a n e n t  p a r t i a l  c a s e s  p e r m i t s  
c o n s i d e r a b l e  d i s c r e t i o n  f o r  d e c i s i o n  m a k e r s ,  i n ­
c l u d i n g  a g e n c y  a d j u d i c a t o r s  a n d  c o u r t s .  I n  s o m e  
S t a t e s ,  o f f i c i a l s  a p p a r e n t l y  h a v e  s t r e t c h e d  t h e  
r u l e s  o u t  o f  s y m p a t h y  f o r  c l a i m a n t s  w i t h  p e r m a ­
n e n t  p a r t i a l  i n j u r i e s .  O c c a s i o n a l l y ,  b e c a u s e  t h e  
s t a t u t o r y  b e n e f i t s  w e r e  s o  l o w ,  e v e r y  e f f o r t  w a s  
m a d e  t o  p a y  t h o s e  b e n e f i t s  f r e e l y  b y ,  f o r  
' x a m p l e ,  e v a l u a t i n g  t h e  e x t e n t  o f  i m p a i r m e n t  
l i b e r a l l y .  H o w e v e r ,  b e c a u s e  o f  t h e  f r e q u e n c y  o f  
m i n o r  i n j u r i e s ,  t h e  c u m u l a t i v e  a m o u n t  o f  
p a y m e n t s  w a s  s u b s t a n t i a l .

F o r  t h e s e  a n d  p o s s i b l y  o t h e r  r e a s o n s ,  t h e  
t o t a l  c o s t  a n d  t h e *  i m b a l a n c e  o f  p e r m a n e n t  
p a r t i a l  b e n e f i t s  t e n d  t o  u n d e r m i n e  t h e  e n t i r e  
w o r k m e n ’ s c o m p e n s a t i o n  p r o g r a m .  E m p l o y e r s ,  
d i s t u r b e d  b y  w h a t  t h e y  c o n s i d e r  e x c e s s i v e  p a y ­
m e n t s  f o r  m i n o r  i n j u r i e s ,  h a v e  r e f u s e d  t o  
s u p p o r t  g e n e r a l  i n c r e a s e s  i n  b e n e f i t s .  L a b o r  
s p o k e s m e n  o p p o s e  s u r r e n d e r  o f  t h e  s u b s t a n t i a l  
a w a r d s  f o r  m i n o r  i n j u r i e s  b e c a u s e  t h e y  f e a r  t h a t  
a n y  g e n e r a l  b e n e f i t  i n c r e a s e s  g i v e n  i n  e x c h a n g e  
w o u l d  s o o n  b e  e r o d e d  b y  t h e  p a s s a g e  o f  t i m e  
a n d  t h e  a s s a u l t  o f  i n f l a t i o n .  T h e  r e s u l t  o f  t h i s  
s t a n d - o f f  h a s  t o o  o f t e n  b e e n  t h e  p e r m a n e n t  
i m p a i r m e n t  o f  r e f o r m  e f f o r t s  o t h e r  t h a n  i n c o n ­
s e q u e n t i a l  o r  b i z a r r e  s t a t u t o r y  a m e n d m e n t s ,  
s u c h  a s  N e w  J e r s e y ' s  d i f f e r e n t i a t i o n  b e t w e e n  
m a x i m u m  b e n e f i t s  f o r  p e r m a n e n t  p a r t i a l  c l a i m s  
a n d  m a x i m u m s  f o r  o t h e r  c l a s s e s  o f  b e n e f i t s .

W e  b e l i e v e  t h e  S t a t e s  m u s t  b r e a k  t h e  
l o g - j a m  b a r r i n g  g e n e r a l  r e f o r m  p o s e d  b y  t h e

i m b a l a n c e s  o f  p e r m a n e n t  p a r t i a l  b e n e f i t s .  
W o r k e r s  w i t h  t r u l y  s e r i o u s  i n j u r i e s  s u f f e r ,  w h i l e  
e m p l o y e r s  b e a r  t h e  c o s t s  o f  e x t r a v a g a n t  a w a r d s  
f o r  m i n o r  i n j u r i e s .

A  b o l d  a n d  s u b s t a n t i a l  r e f o r m  o f  p e r m a ­
n e n t  p a r t i a l  b e n e f i t s  i s  n e c e s s a r y .  I n d e e d ,  t h e r e  
i s  n o  m o r e  p r e s s i n g  a n d  f u n d a m e n t a l  i s s u e  
c o n f r o n t i n g  w o r k m e n ’ s  c o m p e n s a t i o n .  N o n e t h e ­
l e s s ,  w e  h a v e  c o n c l u d e d  t h a t  t h e  i s s u e  i s  s o  
i n t r a c t a b l e  t h a t  w e  w o u l d  d o  a  d i s s e r v i c e  t o  
m a k e  p r e c i s e  r e c o m m e n d a t i o n s  f o r  t h e  r e s t r u c ­
t u r i n g  o f  p e r m a n e n t  p a r t i a l  b e n e f i t s  o n  t h e  b a s i s  
o f  t h e  t i m e  f o r  a n a l y s i s  t h a t  w a s  a v a i l a b l e  t o  u s .

-------------------------- R3.19---------------------------

W e  r e c o m m e n d  t h a t  e a c h  S t a t e  u n d e r t a k e  a  
t h o r o u g h  e x a m i n a t i o n  o f  p e r m a n e n t  p a r t i a l  
b e n e f i t s  a n d  t h a t  t h e  F e d e r a l  g o v e r n m e n t  s p o n ­
s o r  a  c o m p r e h e n s i v e  r e v i e w  o f  p r e s e n t  a n d  
p o t e n t i a l  a p p r o a c h e s  t o  p e r m a n e n t  p a r t i a l  
b e n e f i t s .

W e  o f f e r  b e l o w  s o m e  s u g g e s t i o n s  w h i c h  
s h o u l d  b e  c o n s i d e r e d  i n  t h e  S t a t e  a n d  F e d e r a l  
r e v i e w s  o f  t h e  t o p i c .  I n  C h a p t e r  7 ,  w e  d e s c r i b e  
t h e  F e d e r a l  v e h i c l e  w e  b e l i e v e  is  a p p r o p r i a t e  f o r  
t h e  r e v i e w ,  w h i c h  w e  b e l i e v e  w i l l  r e q u i r e  m o r e  
t i m e  f o r  a n a l y s i s  t h a n  w a s  a v a i l a b l e  t o  t h i s  
C o m m i s s i o n .

T w o  B a s e s  f o r  P e r m a n e n t  P a r t i a l  
B e n e f i t s

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

W o r k m e n ’ s c o m p e n s a t i o n  b e n e f i t s  n o w  
a r e  u s u a l l y  j u s t i f i e d  a s  p a y m e n t s  b e c a u s e  o f  
d i s a b i l i t y .  N o n e t h e l e s s ,  p a y m e n t s  s o l e l y  b e c a u s e  
o f  i m p a i r m e n t  a r e  o f  s o m e  i m p o r t a n c e .  I n  
p r a c t i c e ,  t h e r e  a r e  s e v e r a l  a p p r o a c h e s  t o  p e r m a ­
n e n t  p a r t i a l  b e n e f i t s  w h i c h  c o m b i n e  t h e  i m p a i r ­
m e n t  a n d  d i s a b i l i t y  b a s e s  i n  d i f f e r e n t  w a y s .  T h e  
s a m e  s t a t u t e  m a y  c o n t a i n  m o r e  t h a n  o n e  o f  t h e  
a p p r o a c h e s .

B e n e f i t s  b a s e d  s o l e l y  o n  e x t e n t  o f  i m p a i r ­
m e n t .  S o m e  s t a t u t e s  i n c o r p o r a t e  a  s c h e d u l e  o f  
b e n e f i t s  f o r  a  s p e c i f i c  l i s t  o f  i m p a i r m e n t s ,  a n d
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t h e  b e n e f i t s  a r e  p a i d  w h e t h e r  o r  n o t  t h e r e  i s  a  
d i s a b i l i t y .  M o r e o v e r ,  t h e  b e n e f i t s  a r e  t h e  e x c l u ­
s i v e  r e m e d y  f o r  w o r k e r s  w i t h  t h e s e  i m p a i r m e n t s  
( e x c e p t ,  i n  m o s t  S t a t e s ,  f o r  t h e  t e m p o r a r y  t o t a l  
d i s a b i l i t y  b e n e f i t s  p a i d  d u r i n g  t h e  h e a l i n g  
p e r i o d ) ,  e v e n  i f  t h e  w o r k e r ’ s  w a g e  l o s s  f a r  
e x c e e d s  t h e  s c h e d u l e d  b e n e f i t s .  T h e  M o d e l  A c t  
i n c o r p o r a t e s  t h i s  a p p r o a c h  f o r  c e r t a i n  i m p a i r ­
m e n t s ,  s u c h  a s  t h e  l o s s  o f  a  f o o t  ( w h i c h ,  o n  t h e  
a s s u m p t i o n  t h a t  t h e  w h o l e  m a n  i s  r a t e d  a t  4 0 0  
w e e k s ,  r e s u l t s  i n  1 1 2  w e e k s  o f  b e n e f i t s  i n  
a d d i t i o n  t o  h e a l i n g  p e r i o d  b e n e f i t s ) .

I t  c o u l d  b e  a r g u e d  t h a t  t h e  m a i n  p u r p o s e  
o f  s u c h  a  s c h e d u l e  i s  t o  p r o v i d e  b e n e f i t s  f o r  
d i s a b i l i t y ,  a n d  t h a t  i m p a i r m e n t  i s  u s e d  a s  t h e  
b a s i s  f o r  b e n e f i t s  b e c a u s e  i m p a i r m e n t  a n d  d i s ­
a b i l i t y  a r e  c l o s e l y  r e l a t e d .  T h e  v a l i d i t y  o f  t h i s  
a r g u m e n t  i s  q u e s t i o n a b l e  b e c a u s e  t l n r e  i s  n o  
e x a c t  r e l a t i o n s h i p  b e t w e e n  t h e  d e g r e e  o f  i m p a i r ­
m e n t  a n d  t h e  e x t e n t  o f  w a g e  l o s s .  S o m e  w o r k e r s  
w i t h  o n l y  m i n o r  p e r m a n e n t  i m p a i r m e n t s  h a v e  
s u b s t a n t i a l  w a g e  l o s s e s .  T h e  c o n c e r t  p i a n i s t  w h o  
l o s e s  a  p a r t  o f  o n e  f i n g e r  i s  t h e  c l a s s i c  e x a m p l e .  
O t h e r  w o r k e r s  m a y  s u f f e r  s e r i o u s  i m p a i r m e n t s  
a n d  e x p e r i e n c e  o n l y  l i m i t e d  d i s a b i l i t y .  A  l a w y e r  
m i g h t ,  f o r  e x a m p l e ,  l o s e  a n  a r m  w i t h o u t  p e r m a ­
n e n t  l o s s  o f  e a r n i n g  c a p a c i t y .

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

B e n e f i t s  b a s e d  s o l e l y  o n  e x t e n t  o f  d i s ­
a b i l i t y .  S o m e  s t a t u t e s  p r o v i d e  t h a t ,  f o r  p e r m a ­
n e n t  i m p a i r m e n t s  w h i c h  a r c  n o t  s p e c i f i c a l l y  
n a m e d  i n  t h e  s t a t u t e ,  t h e  w o r k e r ’ s  e x c l u s i v e  
r e m e d y  ( a g a i n ,  w i t h  t h e  e x c e p t i o n  i n  s o m e  
S t a t e s  o f  h e a l i n g  p e r i o d  b e n e f i t s )  a r e  b e n e f i t s  
p a i d  o n l y  i f  t h e r e  is  d i s a b i l i t y .  T h e  M o d e l  A c t  
p r o v i d e s  t h a t  f o r  t h o s e  d i s a b i l i t i e s  w h i c h  r e s u l t  
f r o m  i n j u r i e s  n o t  l i s t e d  i n  t h e  s c h e d u l e ,  t h e  
w e e k l y  b e n e f i t  i s  5 5  p e r c e n t  o f  t h e  l o s s  i n  
w a g e - e a r n i n g  c a p a c i t y ,  p a y a b l e  d u r i n g  t h e  p e r i o d  
o f  d i s a b i l i t y  ( s u b j e c t  t o  m i n i m u m  a n d  m a x i m u m  
w e e k l y  b e n e f i t s  a n d  d e p e n d e n t s ’  a l l o w a n c e s ) .

B e n e f i t s  b a s e d  o n  b o t h  d i s a b i l i t y  a n d  
i m p a i r m e n t s ;  p r e d e t e r m i n e d  f o r m u l a  
u s e d .  A n o t h e r  a p p r o a c h  i s  t o  b a s e  p e r m a n e n t

p a r t i a l  a w a r d s  o n  a  f o r m u l a  t h a t  c o n s i d e r s  s
f a c t o r s  r e l a t i n g  t o  i m p a i r m e n t  a n d  t o  d i s a b i l i t y ,  \
F o r  e x a m p l e ,  C a l i f o r n i a  u s e s  a n  i m p a i r m e n t  
r a t i n g  a s  a  s t a r t i n g  p o i n t  f o r  i t s  p e r m a n e n t  
p a r t i a l  a w a r d s ,  b u t  t h e n  m o d i f i e s  t h e  r a t i n g  t o  
t a k e  a c c o u n t  o f  t h e  w o r k e r ’ s  a g e  a n d  p r e v i o u s  
o c c u p a t i o n .  T h e  C a l i f o r n i a  a p p r o a c h ,  w h i l e  
r e c o g n i z i n g  t h e  d i f f e r e n c e  b e t w e e n  i m p a i r m e n t  
a n d  d i s a b i l i t y ,  s t i l l  r e p r e s e n t s  o n l y  a  r o u g h
e s t i m a t e  o f  t h e  e f f e c t  o f  a  s p e c i f i c  p e r m a n e n t  
i m p a i r m e n t  o n  t h e  a c t u a l  w a g e  l o s s  o f  a  p a r t i c ­
u l a r  w o r k e r .

B e n e f i t s  b a s e d  o n  b o t h  d i s a b i l i t y  a n d
i m p a i r m e n t ;  f l e x i b l e  f o r m u l a  u s e d .  S o m e  
s t a t u t e s  u s e  i m p a i r m e n t  r a t i n g s  a s  t h e  b a s i s  f o r  
d e t e r m i n i n g  t h e  i n i t i a l  d u r a t i o n  o f  p e r m a n e n t  
p a r t i a l  b e n e f i t s ,  b u t  a l s o  p r o v i d e  a d d i t i o n a l  
b e n e f i t s  i f  t h e  a c t u a l  d i s a b i l i t y  e x t e n d s  b e y o n d  
t h i s  i n i t i a l  p e r i o d .  T h e  M o d e l  A c t ,  f o r  e x a m p l e ,  
s p e c i f i e s  t h e  n u m b e r  o f  w e e k s  o f  b e n e f i t s  f o r  
c e r t a i n  s e r i o u s  i m p a i r m e n t s ,  s u c h  a s  2 4 0  w e e k s  
f o r  t h e  t o t a l  l o s s  o f  a n  a r m .  B e n e f i t s ,  h o w e v e r ,  
m a y  b e  p a i d  b e y o n d  t h e  p r e s c r i b e d  p e r i o d  
p r o v i d e d  t h e  d i s a b i l i t y  c o n t i n u e s .  M i c h i g a n  a n d  
N e w  Y o r k  h a v e  a d o p t e d  t h i s  M o d e l  A c t  
a p p r o a c h  f o r  c e r t a i n  i m p a i r m e n t s .  ,

B e n e f i t s  b a s e d  o n  d i s a b i l i t y  o r  i m p a i r -  v. 
r n e n t .  I n  F l o r i d a ,  a  w o r k e r  w i t h  a  n o n s c h c d u l e d  
p e r m a n e n t  i m p a i r m e n t  r e c e i v e s  b e n e f i t s  . b a s e d  
o n  i m p a i r m e n t  o r  d i s a b i l i t y .  A f t e r  e v a l u a t i n g  t h e  
e x t e n t  o f  i m p a i r m e n t  a  d i s a b i l i t y  r a t i n g  is  
p r e p a r e d ,  b a s e d  o n  t h e  i m p a i r m e n t  r a t i n g  a n d  
o t h e r  i n f o r m a t i o n  r e l e v a n t  t o  t h e  w o r k e r ’ s e a r n ­
i n g  c a p a c i t y .  B e n e f i t s  a r e  b a s e d  o n  t h e  m o r e  
g e n e r o u s  o f  t h e  t w o  r a t i n g s .

D u a l  b e n e f i t s .  A n o t h e r  a p p r o a c h ,  u s e d  i n  
M a s s a c h u s e t t s ,  i s  t o  s e p a r a t e  b e n e f i t s  f o r  i m p a i r ­
m e n t  f r o m  b e n e f i t s  f o r  d i s a b i l i t y .  A  w o r k e r  m a y  
b e  e l i g i b l e  f o r  b o t h .

S u g g e s t i o n s  f o r  R e s t r u c t u r i n g  
P e r m a n e n t  P a r t i a l  B e n e f i t s

T h e  c o n s i d e r a b l e  d i f f e r e n c e s  a m o n g  t h e  
S t a t e s  i n  t h e  b e n e f i t s  a w a r d e d  f o r  s i m i l a r  i m p a i j -  
m e n t s  c a n n o t  b e  j u s t i f i e d .  W e  o f f e r  t h e  f o l l o v -  
i n g  s u g g e s t i o n s  a s  a  s t a r t i n g  p o i n t  f o r  f u r t h e r  
i n v e s t i g a t i o n s  o f  t h e  a r e a .  W e  a r e  n o t  e n d o r s i n g  
a l l  o f  t h e s e  s u g g e s t i o n s ,  t h o u g h  w e  b e l i e v e  t h e y  
w a r r a n t  s e r i o u s  c o n s i d e r a t i o n .

E x p l i c i t l y  s e p a r a t e  i m p a i r m e n t  a n d  J i s -  , •  
a b i l i t y  b e n e f i t s .  A s  i n d i c a t e d  i n  C h a p t e r  I ,  w e  V,
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b e l i e v e  t h a t  t h e  p r i m a r y  b a s i s  f o r  w o r k m e n ’ s 
c o m p e n s a t i o n  b e n e f i t s  s h o u l d  b e  t h e  w o r k e r ’ s 
l o s s  o f  w a g e s .  W e  a l s o  b e l i e v e  t h a t  l i m i t e d  
p a y m e n t s  f o r  p e r m a n e n t  i m p a i r m e n t s  a r e  a p p r o ­
p r i a t e .  A  m a j o r  d i f f i c u l t y  w i t h  p r e s e n t  p e r m a ­
n e n t  p a r t i a l  b e n e f i t  p r o v i s i o n s  i s  t h a t  m o s t  s e e m  
t o  u s e  o n e  f o r m u l a  w h i c h  b a s e s  b e n e f i t s  o n  b o t h  
t h e  i m p a i r m e n t  a n d  d i s a b i l i t y  b a s e s .  C o m b i n i n g  
b o t h  b a s e s  i n t o  o n e  f o r m u l a  a p p e a r s  u n w o r k ­
a b l e .

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

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

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

A  w o r k e r  m i g h t  b e  e l i g i b l e  f o r  b o t h  t y p e s  
o f  b e n e f i t s .  T h e  i m p a i r m e n t  b e n e f i t s  w o u l d  b e  
b a s e d  o n  t h e  w o r k e r ’ s  i m p a i r m e n t  r e l a t i v e  t o  t h e  
w h o l e  m a n .  I f ,  f o r  e x a m p l e ,  t h e  w h o l e  m a n  w e r e  
d e f i n e d  a s  4 0 0  w e e k s ,  a n d  t h e  d i s a b i l i t y  e v a l u a ­
t i o n  u n i t  o f  t h e  w o r k m e n ’ s  c o m p e n s a t i o n  
a g e n c y  ( d e s c r i b e d  i n  C h a p t e r s  4  a n d  6 )  d e t e r ­
m i n e d  t h a t  a  w o r k e r  w a s  5 0  p e r c e n t  i m p a i r e d ,  
t h e n  h e  w o u l d  b e  e l i g i b l e  f o r  2 0 0  w e e k s  o f  
b e n e f i t s .

I m p a i r m e n t  b e n e f i t s  a r e  j u s t i f i e d  b e c a u s e  
o f  l o s s e s  a n  i m p a i r e d  w o r k e r  e x p e r i e n c e s  t h a t  
a r c  u n r e l a t e d  t o  l o s t  r e m u n e r a t i o n .  T h e  i m p a i r ­
m e n t  m a y ,  f o r  e x a m p l e ,  h a v e  l i f e t i m e  e f f e c t s  o n  
t h e  p e r s o n a l i t y  a n d  n o r m a l  a c t i v i t i e s  o f  t h e  
w o r k e r .  S i n c e  i m p a i r m e n t  b e n e f i t s  h a v e  n o  
r e l a t i o n s h i p  t o  w a g e  l o s s ,  t h e r e  w o u l d  b e  n o  
n e c e s s i t y  t o  l i n k  t h e  v a l u e  o f  t h e  w e e k l y  b e n e f i t s  
t o  t h e  w o r k e r ’ s o w n  w e e k l y  w a g e ;  t h e  w e e k l y  
b e n e f i t  c o u l d  b e  t h e  s a m e  a m o u n t  f o r  a l l  
w o r k e r s  i n  t h e  S t a t e .

I n  c o n t r a s t ,  t h e  d i s a b i l i t y  b e n e f i t s  c o u l d  
b e  b a s e d  o n  a c t u a l  w a g e  l o s s  o r  l o s s  i n  w a g e  
e a r n i n g  c a p a c i t y .  I n  m o s t  S t a t e s ,  p e r m a n e n t  
p a r t i a l  b e n e f i t  a w a r d s  a r e  b a s e d  o n  e s t i m a t e s  o f  
t h e  f u t u r e  l o s s  i n  w a g e s  c a u s e d  b y  t h e  i m p a i r ­
m e n t .  I n  s o m e  S t a t e s ,  s u c h  a s  M i c h i g a n ,  t h e  
w o r k e r  c a n  b e  p a i d  b e n e f i t s  o n  t h e '  b a s i s  o f  
a c t u a l  w a g e  l o s s  a s  i t  d e v e l o p s  o v e r  a n  e x t e n d e d  
p e r i o d .  W h i l e  t h e  M i c h i g a n  a p p r o a c h  h a s  s o m e  
c o s t s ,  p r i m a r i l y  t h e  a d d e d  a d m i n i s t r a t i v e  e x ­
p e n s e s  o f  k e e p i n g  a  c a s e  o p e n  f o r  a  l o n g  t i m e ,  
t h e s e  b u r d e n s  a r c  n o t  i n s u p p o r t a b l e .  T h e  
m e t h o d  h a s  t h e  s u b s t a n t i a l  m e r i t  o f  m a t c h i n
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b e n e f i t s  t o  a  w o r k e r ’ s  a c t u a l  l o s s  o f  w a g e s ,  
r a t h e r  t h a n  b a s i n g  b e n e f i t s  o n  g u e s s e s  a b o u t  
f u t u r e  v / a g e  l o s s .

R e m o v e  s c h e d u l e s  f r o m  t h e  s t a t u t e s .  A l ­
m o s t  e v e r y  w o r k m e n ’ s c o m p e n s a t i o n  s t a t u t e  
c o n t a i n s  a  s c h e d u l e  w h i c h  s t i p u l a t e s  t h e  b e n e f i t s  
t o  b e  p a i d  f o r  t h e  l i s t e d  i m p a i r m e n t s .  T h e s e  
s c h e d u l e s  i n  s o m e  c a s e s  m a y  p r o v i d e  a  s h o r t - c u t  
t o  t h e  d e t e r m i n a t i o n  o f  t h e  b e n e f i t s  t o  b e  p a i d ,  
b u t  t h a t  i s  n o t  a n  a d e q u a t e  j u s t i f i c a t i o n  f o r  t h e i r  
u s e .  P r e s e n t  s c h e d u l e s  i n c l u d e  o n l y  a  s m a l l  
p r o p o r t i o n  o f  a l l  m e d i c a l l y  i d e n t i f i a b l e  p e r m a ­
n e n t  i m p a i m r  's .  A l s o ,  s o m e  s c h e d u l e s  h a v e  
n o t  b e e n  r e v  s  f o r  m a n y  y e a r s ,  d e s p i t e  c o n ­
s i d e r a b l e  p r o g r e s s  i n  t h e  u n d e r s t a n d i n g  o f  t h e  
r e l a t i o n s h i p  b e t w e e n  s p e c i f i c r i n j u r i e s  a n d  e x t e n t  
o f  f u n c t i o n a l  i m p a i r m e n t .  A  b a s i s  f o r  a  r a t i o n a l  
e v a l u a t i o n  o f  i n j u r y  o r  d i s e a s e  i s  t h e  r e c e n t l y  
p u b l i s h e d  A m e r i c a n  M e d i c a l  A s s o c i a t i o n ’ s  
G u i d e s  t o  t h e  E v a l u a t i o n  o f  P e r m a n e n t  I m p a i r ­
m e n t ,  U s e  o f  t h e  A M  A  p u b l i c a t i o n  i n s t e a d  o f '  
s t a t u t o r y  s c h e d u l i n g  a p p e a r s  d e s i r a b l e .

I t  m u s t  b e  s t r e s s e d ,  h o w e v e r ,  t h a t  t h e  
A M A  g u i d e s  a r e  r e l e v a n t  f o r  e v a l u a t i o n  o f  
i m p a i r m e n t ,  n o t  d i s a b i l i t y ;  a n d  d i s a b i l i t y  s h o u l d  
b e  t h e  p r i m a r y  b a s i s  f o r  a w a r d i n g  p e r m a n e n t  
p a r t i a l  b e n e f i t s .  U s e  o f  t h e  A M A  g u i d e s  t o  h e l p  
e s t a b l i s h  t h e  i m p a i r m e n t  r a t i n g ,  a n d  t h e n  u s e  o f  
t h e  i m p a i r m e n t  r a t i n g  i n  c o n j u n c t i o n  w i t h  o t h e r  
i n f o r m a t i o n ,  s u c h  a s  t h e  w o r k e r ’ s  a g e ,  e d u c a ­
t i o n ,  a n d  p r e v i o u s  e x p e r i e n c e ,  t o  e s t a b l i s h  t h e  
e x t e n t  o f  d i s a b i l i t y  s e e m s  m o s t  a p p r o p r i a t e .  I t  i s  
h a r d  t o  s e e  h o w  a n y  s t a t u t o r y  s c h e d u l e  c o u l d  
s u b s t i t u t e  e f f e c t i v e l y  f o r  t h i s  p r o c e s s .

M o d i f y  e x i s t i n g  s c h e d u l e s .  W e  a r e  s k e p t i ­
c a l  o f  t h e  v a l i d i t y  o f  m a n y  s t a t u t o r y  s c h e d u l e s ,  
p a r t i a l l y  b e c a u s e  o f  t h e  s u b s t a n t i a l  i n c o n s i s t ­
e n c i e s  i n  b e n e f i t s  p a i d  f o r  i d e n t i c a l  i m p a i r m e n t s .  
A  l o s s  o f  a  f o o t  e n t i t l e s  a  w o r k e r  t o  a n  a w a r d  o f  
$ 6 , 0 0 0  o r  le s s  i n  f i v e  S t a t e s ;  a t  t h e  o t h e r  
e x t r e m e ,  i n  f i v e  o t h e r s ,  t h e  l o s s  o f  a  f o o t  m a y  
m e a n  S 1 5 , 0 0 0  o r  m o r e .  ( T a b l e  3 . 1 0 )

I f  it  i s  b e l i e v e d  d e s i r a b l e  t o  r e t a i n  a 
s c h e d u l e  f o r  p e r m a n e n t  p a r t i a l  b e n e f i t s ,  e i t h e r  i n  
a  s t a t u t e  o r  i n  a d m i n i s t r a t i v e  r e g u l a t i o n ,  t h e n  w e  
o f f e r  t h e s e  s u g g e s t i o n s .  T h e  S t a t e s  s h o u l d  r e v i e w  
t h e i r  s c h e d u l e s  o n  t h e  b a s i s  o f  t h e  A M A  g u i d e s ,  
r e c o g n i z i n g  t h a t  i m p a i r m e n t  a n d  d i s a b i l i t y  a r e  
d i s t i n c t i v e  c o n c e p t s .  O n e  w a y  t o  r e f l e c t  t h e  
d i s t i n c t i o n  w o u l d  b e  t o  f o l l o w  t h e  C a l i f o r n i a  
p o l i c y  o f  m o d i f y i n g  i m p a i r m e n t  r a t i n g s  b y  
f a c t o r s  r e l e v a n t  t o  e a r n i n g  c a p a c i t y .  A n o t h e r
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TA BLE  3 .1 0  Specified maximum amounts o f  benefits 
provided fo r  loss o f  arm, fo o t ,  and eye in various 
jurisdictions, 1972

Arm at 
shoulder

States

(50)

Other

“States"

(6)*

Federal

(2)

Over $25,000 6 1 1

20,000-24,999 1 1 1

15,000-19,999 14 1 a

10,000-14,399 22 2 0

Under 10,000 7 0 0

Foot

Over $20,000 2 1 i

15,000-19,999 3 0 0

10,000-14,999 14 2 i

6,000-9,999 25 2 0

Under 6,000 5 0 0

Eye*

Over $20,000 1 1 1

15,000-19,999 . * 0 0

10,000-14,999 8 2 1

6,000-9,999 27 1 0

Under 6,000 10 0 0

*  N o  set am oun t in  P ue rto  R ic o .
See Table 2.3 for explanatory notes.

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

R e a l l o c a t e  r e s o u r c e s .  A s  i n d i c a t e d ,  p e r ­
m a n e n t  p a r t i a l  b e n e f i t s  i n  s o m e  S t a t e s  a p p e a r  t o  
t a k e  a  d i s p r o p o r t i o n a t e  s h a r e  o f  t o t a l  b e n e f i t s .  
M o r e o v e r ,  p e r m a n e n t  p a r t i a l  b e n e f i t s  f o r  m i n o r  
i m p a i r m e n t s  i n  s o m e  S t a t e s  s e e m  t o  b e  e x c e s s i v e  
c o m p a r e d  t o  b e n e f i t s  f o r  m o r e  s e r i o u s  i m p a i r ­
m e n t s .  I n  s o m e  S t a t e s ,  p a y m e n t s  a r e  m a d e  e v e n  
t h o u g h  t h e r e  a r e  n o  i m p a i r m e n t s .  A t  t h e  s a m e  
t i m e ,  t h e  m a x i m u m  w e e k l y  b e n e f i t s  f o r  p e r m a ­
n e n t  p a r t i a l  b e n e f i t s  a r e  s o  l o w  i n  m a n y  S t a t e s  
t h a t  s e r i o u s l y  d i s a b l e d  w o r k e r s  a r e  p e n a l i z e d .

D r a s t i c  r e f o r m  m a y  b e  n e c e s s a r y  i n  s o m e  
S t a t e s  t o  s h i f t  b e n e f i t s  t o  w o r k e r s  w i t h  t h e  m o s t

s e r i o u s  i m p a i r m e n t s .  A  p o s s i b l e  s t r a t e g y  w o u l d  
b e  t o  i n c r e a s e  t h e  m a x i m u m  w e e k l y  b e n e f i t s  a t  
t h e  r a t e  w e  h a v e  r e c o m m e n d e d  f o r  o t h e r  c l a s s e s  
o f  b e n e f i t s ,  w h i l e  s i m u l t a n e o u s l y  p r o s c r i b i n g  
p e r m a n e n t  p a r t i a l  p a y m e n t s  u n l e s s  t h e  w o r k e r  
e x p e r i e n c e s  a  p e r m a n e n t  i m p a i r m e n t  o f  a t  l e a s t  
1 0  p e r c e n t  o f  t h e  w h o l e  b o d y  o r a n  a c t u a l  w a g e  
l o s s  o f  a t  l e a s t  1 0  p e r c e n t  o f  t h e  p r e - d i s a b i l i t y  
w a g e .

H e a l i n g  p e r i o d  b e n e f i t s .  M o s t  w o r k e r s  
w i t h  p e r m a n e n t  p a r t i a l  i m p a i r m e n t s  e x p e r i e n c e  
a  b r i e f  i n i t i a l  p e r i o d  o f  t o t a l  d i s a b i l i t y .  T e m p o ­
r a r y  t o t a l  b e n e f i t s  a r e  a w a r d e d  f o r  t h i s  h e a l i n g  
p e r i o d .  A f t e r  w a g e - e a r n i n g  c a p a c i t y  r e t u r n s ,  
e l i g i b i l i t y  f o r  p e r m a n e n t  p a r t i a l  b e n e f i t s  i s  d e t e r ­
m i n e d .  I n  m o s t  S t a t e s ,  p e r m a n e n t  p a r t i a l  b e n e ­
f i t s  a r e  p a i d  i n  a d d i t i o n  t o  t h e  h e a l i n g  p e r i o d  
b e n e f i t s ,  b u t  i n  a  f e w  S t a t e s ,  b e n e f i t s  p a i d  f o r  
t h e  h e a l i n g  p e r i o d  a r e  s u b t r a c t e d  f r o m  t h e  
p e r m a n e n t  p a r t i a l  a w a r d s .  T h i s  p r a c t i c e  i s  q u e s ­
t i o n a b l e  s i n c e  t h e  p e r m a n e n t  p a r t i a l  a w a r d s  
g e n e r a l l y  a r e  d e s i g n e d  t o  e s t i m a t e  f u t u r e  w a g e  
l o s s ,  w h e r e a s  h e a l i n g  p e r i o d  b e n e f i t s  a r e  p a i d  
b e c a u s e  o f  w a g e s  a l r e a d y  l o s t  a t  t h e  t i m e  o f  t h e  
e v a l u a t i o n .

R e l a t i o n s h i p  t o  O t h e r  P r o g r a m s

M a n y  w o r k e r s  w i t h  p e r m a n e n t  p a r t i a l  
d i s a b i l i t y  r e c e i v e  b e n e f i t s  f r o m  t w o  o r  m o r e  
p r o g r a m s ,  i n c l u d i n g  w o r k m e n ’ s c o m p e n s a t i o n .  
A b o u t  2 5 , 0 0 0  b e n e f i c i a r i e s  w i t h  r e t i r e m e n t  o r  
d i s a b i l i t y  a w a r d s - u n d e r  S o c i a l  S e c u r i t y  i n  1 9 6 8  
a l s o  w e r e  r e c e i v i n g  w o r k m e n ’ s c o m p e n s a t i o n  
b e n e f i t s .  A l t h o u g h  i t  i s  n o t  k n o w n  w h a t  n u m b e r  
w e r e  r e c e i v i n g  p e r m a n e n t  p a r t i a l  b e n e f i t s ,  t h e s e  
b e n e f i t s  a r e  t h e  m o s t  l i k e l y  t o  b e  i n v o l v e d  i n  t h e  
o v e r l a p  a s  t h e r e  a r c  o n l y  a b o u t  1 , 0 0 0  p e r m a n e n t  
t o t a l  d i s a b i l i t y  a w a r d s  a n n u a l l y .

T h e  m o s t  c o m m o n  p r i v a t e  s u p p l e m e n t  t o  
w o r k m e n ’ s c o m p e n s a t i o n  f o r  c e r t a i n  t y p e s  o f  
p e r m a n e n t  p a r t i a l  d i s a b i l i t y  c o m e s  f r o m  a c c i ­
d e n t a l  d e a t h  a n d  d i s m e m b e r m e n t  i n s u r a n c e .  A  
m a j o r i t y  o f  c o m p a n i e s  w i t h  a t  l e a s t  1 0 0  e m p l o y ­
e e s  o f f e r  t h e s e  b e n e f i t s ,  b u t  n o t  a l l  p l a n s  p a y  
b e n e f i t s  f o r  w o r k - r e l a t e d  d i s a b i l i t y .

S o m e  w i t h  p e r m a n e n t  p a r t i a l  d i s a b i l i t y  
a w a r d s  m a y  s u b s e q u e n t l y  b e c o m e  e l i g i b l e  a l s o  
f o r  v e t e r a n s ’  p e n s i o n s  o r  f o r  a i d  t o  t h e  p e r m a ­
n e n t l y  a n d  t o t a l l y  d i s a b l e d  u n d e r  t h e  p u b l i c  
a s s i s t a n c e  s y s t e m .  T h e  o v e r l a p  o f  t h e s e  p r o g r a m s  
i s  p r o b a b l y  s m a l l :  a n y  d u p l i c a t e  p a y m e n t s  a r e  
h a r d l y  e x c e s s i v e .
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