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Official business

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

Pouch V 
State Capitol 

Juneau, Alaska 99811

MEMORANDUM

TO: R epresen ta tive  G iaen b erg

FROM: Dave Donley

RE: A pril 24, 1985 "

DATE: HB 356, "A ssignm ent of Group Life Policies of In su rance"

U nder c u rre n t e s ta te  tax  law, if an in su red  owns a life in su ran ce  policy, 
upon the  in su re d 's  death  the  proceeds of th a t policy will p ass  th ro u g h  his 
e s ta te  and be sub ject to e s ta te  ta:: p rio r to rece ip t by th e  named 
benefic iary .

If a person  o th er than  the  in su red  owns a policy, the p roceeos do not 
pass th ro u g h  the in su re d 's  e s ta te  and th u s  are  not sub jec t to e s ta te  tax .

At common law, it is questionable w hether group life policies can be 
assigned , and the IRS has held th a t w ithout s ta tu to ry  au tho rization , 
assignm ents are  not effective fo r tax  p u rp o ses . A ccordingly , some 48 
s ta tes  have made group life policies assignable by s ta tu te .

Considering th a t 48 s ta te s  have a lr e a a /  passed  similar law s, enactm ent of 
HB 356 by the  s ta te  of Alaska would re su lt  in an in sign ifican t reduction  in 
federal rev en u es . The advan tages in es ta te  p lanning for A laskans to be 
p rovided by th is  legislation are  su b stan tia l and fa ir . Failure to pass thi?: 
legislation will re su lt  in continuance of an inequitab le  federal tax  situation 
th a t discrim inates against A laskans.



M E M O R A N D U M  

To: All M e m b er s ,  H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e

From: R o g e r  Poppe, C o m m i t t e e  Aide

Date: A p r il  25, 1985 T h u r s d a y  M e e t i n g

Subject: O v e rview, HE 356

The subject of this b il l  ha s  not a pp e a r e d  b ef o r e  p r e v i o u s  

legislatures; this s e c t i o n  of the law has not changed since it w a s  

e s t a bl i s h e d  in 1966. T h e r e  is n o  com p a n io n  l e g i s l a t i o n  in the Senate. 

T here is a n o t h e r  c o m m i t t e e  of r e f e r r a l  in the House, w h i c h  is Judic i a r y .  

T he fiscal n ote is zero.

T his b ill is s u p p o r t e d  by the Al a sk a  Ba r  A s s o c i a t i o n  (see le t t e r  by 

Mr. Goe r J g  in y o u r  file), and is not o p p o s e d by the DCED, D i v i s i o n  of 

Insurance. T h e r e are ^8 o t h e r  states that hav e  a l r e a d y  p a s s e d  s i m i l a r  

laws; only A l a s k a  and D e l a w a r e  do not hav e  it.

Basically, the IRS has held that w i t h o u t  state s t a t u t e s  to c o v e r  

it, group life i n s u r a n c e  p o l i c i e s  cannot be a s si g n e d  for tax purposes. 

T his bill w o ul d  give an A l a s k a n  c i t i z e n  the right to t r a n s f e r  his 

ow n e r s h i p of any g r o u p  life ins u ra n c e  p o l i c y  to any  i n d i v i d u a l  he 

w i s h e s ,  w i t h o u t  h a v i n g  that right c o n t e s t ed  b y  the IRS.



1) B ill S u m m a r y  —  L e g i s l a t i v e  R e p o r t i n g  Service

2) O v e r v i e w  —  R. Poppe, C o m m i t t e e  Staff

3) S t a t u t o r y  B a c k u p  —  AS 21 .4 2 . 2 7 0

4) Fi s ca l  Not e  —  Dept, of C o m m e r c e  and E c o nomic D e v e l o p m e n t

5) Memo: F r o m  D a v e  D o n l e y  to Rep. Grue n be r g ,  A pril 24, 85

6) L e t t e r  from G eo r g e  G o e r i g  to Richard T h w aites, Feb. 25, 85

(see b a c k  side for s u g g e s t e d draft)

HB 356 File Contents

April 25, 1985 Meeting



INTRODUCTION OF BILLS (House)

Elk___________

(transplant)

Onboard

Observer

Programs________

(establishing)

Group Life 

Insurance 

Policies 

(assigning)

Student Loans 

Use d  to Pay 

Child Care

S P O N S O R  SUBS T I T U T E  FOR H OUSE B ILL NO.- 1 6 5 . by Reps. Taylor 

and Sund (see pages 209;379)- Note: a sponsor substitute v e r­

sion supersedes all previous versions of the bill.

The bill states: "The Department of Fish and Game shall, over the

next three years, cooperate with and assist in the transplanting to 

Zarembo Island of up to 50 but not less than 10 elk during the 

fiscal year ending June 30, 1986, up to 50 but not less than 10 elk 

during the fiscal year ending Jun e  30, 1987, and up to 50 but not 

less than 10 elk during the fiscal year ending June 30, 1988. The 

department shall utilize the services of volunteers, o r g a nizations 

and groups to accomplish this transplanting whene v e r  possible. The 

department is authorized to enter into agreements w i t h  similar 

agencies in other states to facilitate this tran s p l a n t . " Does not 

provide effective date (takes effect 90 days after Governor signs 
bill).

Introduced A p r i l 9 and referred to Pesources, Finance.

H O U S E  B ILL NO. 355, by Rep. Thompson. W o u l d  est ab l i s h  and 

implement an onboard oh' rver p r o g r a m  to m o n i t o r  and obtain 

cert a i n  i nformation on f. aeries. Th e  m a j o r i t y  of the bill 

i6 identical to SB 79, see page 100. The title for HB 355 

r eads "An Act a uthorizing the establishment and implementation of 

onboard o b s eiver programs," w hile the title for the Senate bill 

reads "An Act a uthorizing the Board of Fisheries to est a b l i s h 

onboard ob s e r v e r  programs."

Deletes Section 2 (14) (D), w hich required that all vessel 

operators "registered u nder the laws of the state that participate 

in that fishery" pay a fee to cover the operating costs of the 

onboard observer program.

Charges the w o r d i n g  for the de f i n i t i o n  of " f i s h e r y 1' in Sec. 4 (28). 

Both the House and Senate bills carry the same intent for fishery, 

but it is w o r d e d  slightly differently.

Introduced A pril 8 and referred to the House Special Committee on 

Fisheries, Resources and Finance.

H O U S E  B ILL NO-. 356. by Rep . Gruenberg, Taylor and 

Pettyjohn. A m e n d s  AS 21.4...270 (The Insurance Contract.

A s s i g n m e n t of Policies) to allow a g r o u p  life insurance poli­

cy "... to be assigned either by pledge or transfer of title by 

an assignment executed by the insured alone and del i ve r e d  to the 

insurer, w h e t h e r or not the pledgee or assignee is the insurer." 

Does not provide effective date (takes effect 90 days after 
G o v e rn o r  signs bill).

Introduced Ap r i l  8 and referred to L a b o r  & Commerce, Judiciary.

HOPSF B I L L  NO. 357, by Reps. Gruenberg, K o p o D ^ n  and Shultz.

W o u l d  allow proceeds fro m  a state student lo&n to be used for 

child care expenses (currently loan m a y  be ui.ed only for 

tuition, books, required fees and r oom and board). A l s o  allows
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Sec. 1 3 . ____._____ . A s s i g n m e n t  o f  g r o u p  p o l i c i e s . A  g r o u p

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

terms. S u b j e c t  t o  its t e r m s  r e l a t i n g  to a s s i g n a b i l i t y ,  a n y  g r o u p  

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

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

i n s u r e d  o r  owner, m a y  b e  a s s i g n e d  e i t h e r  b y  p l e d g e  o r  t r a n s f e r  of. 
title, b y  a n  a s s i g n m e n t  e x e c u t e d  b y  t h e  i n s u r e d  o r  o w n e r  a l o n e  a n d  

d e l i v e r e d  t o  t h e  ins u r e r ,  w h e t h e r  o r  n o t  t h e  p l e d g e e  o r  a s s i g n e e  

is t h e  i n s u r e r .  A n y  s u c h  a s s i g n m e n t  s h a l l  e n t i t l e  t h e  i n s u r e r e  to 

d e a l  t h e  w i t h  a s s i g n e e  a s  t h e  o w n e r  o r  p l e d g e e  o f  t h e  p o l i c y  in 

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

r e c e i v e d  a t  its h o m e  o f f i c e  w r i t t e n  n o t i c e  o f  t e r m i n a t i o n  of  t h e  

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

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

t h e  a s s i g n m e n t .
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D a v i s  &  G o e r i g

T rigg T. D avis 
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A PROFESSIONAL CORPORATION 
AOS WEST 36T." AVENUE, SUITE 200

A n c h o r a g e , A l a s k a 9 9 5 0 3

Telephone 561-4420 
Area Code 907

F e b r u a r y  25, 1 9 8 5

R ic h a r d  S . T h w a i t e s ,  J r .
C h a irm a n  o f  t h e  A la s k a  B a r  A s s o c i a t i o n  
P r o b a te  Law  S e c t io n  

1 0 3 1  W e s t 4 t h  A v e . , S u i t e  5 0 0 
A n c h o r a g e ,  AK 9 9 5 0 1

R e : P ro p o s e d  S t a t u t e s  R e g a r d in g  A s s ig n m e n t
o f  G ro u p  T e rm  L i f e  I n s u r a n c e  P o l i c i e s

D e a r  D ic k :

E n c lo s e d  i s  a p r o p o s e d  s t a t u t e  r e l a t i n g  t o  t h e  a s s i g n a b i l i t y  o f 
g r o u p  l i f e  in s u r a n c e  p o l i c i e s .  T h is  s t a t u t e  s h a l l  a f f i r m l y  
e s t a b l i s h  t h e  r i g h t  o f  a n  i n d i v i d u a l  t o  t r a n s f e r  h i s  o w n e r s h ip  o f 
a n y  g r o u p  l i f e  in s u r a n c e  p o l i c y  t o  a n y  i n d i v i d u a l  h e  w is h e s . 
A l t h o u g h  a t  t h e  p r e s e n t  t im e  t h e r e  i s  n o  la w  i n  e f f e c t  w h ic h  
s p e c i f i c a l l y  p r o h i b i t s  s u c h  a n  a s s ig n m e n t ,  t h e  U n i t e d  S t a t e s  
T r e a s u r y  D e p a r tm e n t  m ay c o n t e s t  s u c h  a p e r s o n 's  r i g h t  u n le s s  t h e  
s t a t e  o f  r e s id e n c y  h a s  a s t a t u t e  a u t h o r i z i n g  s u c h  a n  a s s ig n m e n t . 
T h e  A la s k a  B a r  A s s o c i a t i o n  t a x a t i o n  la w  s e c t i o n  s u p p o r t s  in a c t m e n t 
o f  t h i s  p r o p o s e d  s t a t u t e .

V e r y  t r u l y  y o u r s ,

A t t o r n e y  A t  Law

G E G /d vs

E n c lo s u r e



§ 21.42.270 In s u r a n c e § 21.42.290

Sec. 2-1.42.270. Assignment of policies. A policy may be 
assignable or nonassignable, depending upon its terms. Subjec‘ to its 
terms relating to its assignability, a life or disability policy, whether 
issued before or after July 1,1966, under the terms of which the benefi­
ciary may be changed upon the sole request of the insured, may be 
assigned either by pledge or transfer of title by an assignment executed 
by the insured alone and delivered to the insurer, whether or not the 
pledgee or assignee is the insurer. The assignment entitles the insurer 
to deal with the assignee as the owner or pledgee of the policy in 
accordance with the terms of I assignment until the insurer has 
received at its home office written notice of termination of the 
assignment or pledge, or written notice by or cn behalf of som i other 
person claiming an interest in the policy which is in conflict with the 
assignment. (§ 1 ch 120 SLA 1966)

Colla te ra l references. — 43 Am. Jur Validity of assignment of life insurance 
2d, Insurance, § 789 et seq. policy to one who lias no insurable interest

45 C.J.S., Insurance. § 410 et seq. in insured, 30 ALR2d 1310.

Sec. 21.42.280. Payment discharges insurer. When the proceeds 
of or payments under a life or disability insurance policy or annuity 
contract, whether issued before or after July 1, 1966, become payable 
in accordance with the terms of the policy or contract, or the exercise 
of a right or privilege under the policy or contract and the insurer 
makes payment in accordance with the terms of the policy or contract 
or in accordance with a written assignment, the person then designated 
under the policy as being entitled thereto shall be entitled to receive 
the proceeds or payments and to give full acquittance for them. The 
payments shall fully discharge the insurer from all claims under the 
policy or contract unless, before payment is made, the insurer has 
received at its home office written notice by or on behalf of another 
person that the other person claims to be entitled to the payment or 
some interest in the policy or contract. (§ 1 ch 120 SLA 1966)

Sec. 21,*:".290. Minor may give acquittance, (a) A minor domi­
ciled in this state who has attained the age of 16 years shall be con­
sidered competent to receive and to give full acquittance and discharge 
for a payment or payments in aggregate amount not exceeding $3,000 
in any one year made by a. life insurer under the maturity, death or 
settlement agreement provisions in effect or elected by the minor under 
a life insurance policy or annuity contract, if the policy, contract or 
agreement provides for the payment or payments to the minor, and if 
before the payment the insurer has not received written notice of the 
appointment of a duly qualified guardian of the property of the minor. 
A minor may not be considered competent to alienate the right to or to 
antivipate the payments. This section does not restrict the rights of 
minors set out in AS 21.42.080.

171
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"A n  A c t  r e q u i r i n g  r e s i d e n t  h i r e  o n  c e r t a i n  n a t u r a l  r e s o u r c e  p r o j e c t s  on 
s t a t e  l a n d ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "
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[

[

i

C
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d o  p a s s 

d o  n o t  p a s s

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t(s )

n o  re c o m m e n d a t io n

r e p l a c e  w i t h  C-J5 S S  ///$

a n d  re c o m m e n d s

[  ] f u r r h e r  r e f e r r a l  t o  t h e

a n d  a t t a c h e s : [ ]  l e t t e r  o f  i n t e n t
[  ]  f i r s t  f i s c a l  n o t e
[  ]  n e w  f i s c a l  n o te
[  ]  z e r o  f i s c - ; . l  n o t e

[ / L ] sam e t i t l e  

[ ] new  t i t l e
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SECTION A N ALYS IS  FOR SSHB 3 6 7 

{ P r e p a r e d  b y  S e n a te  R e s o u rc e s  f o r  c o m p a n io n  b i l l  CSSSSB 2 7 1 )

S e c t io n  1 

3 8 . 4 5 . 0 1 0

3 8 . 4 5 . 0 2 0

3 8 . 4 5 . 0 3 0

3 8 . 4 5 . 0 3 5

3 8 . 4 5 . 0 4 0

3 8 . 4 5 . 0 5 0

3 8 . 4 5 . 0 6 0

3 8 . 4 5 . 0 7 0

E s t a b l i s h e s  new  c h a p t e r  3 8 .4 5  R e s id e n t 
E m p lo y m e n t P r e f e r e n c e  U n d e r  S t a t e  L e a s e s .

D e c la r e s  t h a t  s t a t e  p o l i c y  i s  t o  m a x im iz e  
b e n e f i t s  t o  p e o p le  f r o m  d e v e lo p m e n t  o f  n a t u r a l 
r e s c  i r e e s  an t h e s e  b e n e f i t s  i n c l u d e  e m p lo y m e n t 
o p p o r t u n i t i e  j .

S t a t e  t h e  p r o b le m s  a s s o c ia t e d  w i t h  u n e m p lo y m e n t 
a n d  t h e  n e e d  f o r  m o re  d a t a  t o  a c c u r a t e l y  
r e f l e c t  l e v e l  o f  n o n r e s id e n t  h i r e .

S t a t e s  t h a t  D e p a r tm e n t  o f  L a b o r  w i l l  a s s i s t 
e m p lo y e r s  i n  f i n d i n g  q u a l i f i e d  w o r k e r s  a n d ,  i f  
u n a b le  t o  f i n d  s u f f i c i e n t  n u m b e r o f  r e s i d e n t 
w o r k e r s ,  t h e  D e p a r tm e n t  o f  L a b o r  m ay a p p r o v e  o f 
h i r i n g  o f  n o n r e s id e n t s .

S t a t e s  t h a t  e m p lo y e r  h a s  f i n a l  d e c i s i o n  on 
h i r i n g .

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

R e q u i r e s  a t t o r n e y  g e n e r a l  a n d  c o m m is s io n e r  o f 
l a b o r  t o  r e p o r t  a n n u a l l y  t o  l e g i s l a t u r e  a n d 
g o v e r n o r  o n  s t a t u s  o f  e m p lo y m e n t i n  s t a t e .

E s t a b l i s h e s  e l i g i b i l i t y  f o r  a  r e s i d e n t 
e m p lo y m e n t p r e f e r e n c e .  A p e r s o n  m u s t  c e r t i f y  
t o  t h e  D e p a r tm e n t  o f  L a b o r  t h a t  h e  o r  s h e  m e e t
o n e  o f  t h e  f o l l o w i n g  c r i t e r i a :

a ) i s  r e c e i v i n g  u n e m p lo y m e n t b e n e f i t s  o r  h a s
e x h a u s te d  th e m
b )  i s  n o t  w o r k in g  a n d  h a s  r e g i s t e r e d  t o  f i n d  
w o r k  w i t h  a  p u b l i c  o r  p r i v a t e  e m p lo y  m e n t a g e n c y 
o r  a l o c a l  h i r i n g  h a l l
c )  i s  u n d e re m p lo y e d  o r  m a r g i n a l l y  e m p lo y e d  a s
d e f i n e d  b y  D e p a r tm e n t  o f  L a b o r
d )  h a s  c o m p le te d  j o b  t r a i n i n g  p r o g r a m  b u t  i s  
n o t  e m p lo y e d  o r  u s in g  t h o s e  s k i l l s

S e ts  f o r t h  c r i t e r i a  f o r  t h e  d e t e r m i n a t i o n  o f  a n 
u n d e r e m p lo y e d  a r e a .  A f t e r  t h e  c o m m is s io n e r  o f 
l a b o r  h a s  d e t e r m in e d  a n  u n d e r e m p lo y e d  a r e a ,  a n d 
f o r  tw o  y e a r s  f o l l o w i n g ,  t h e  e m p lo y m e n t
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p r e f e r e n c e  w i l l  b e  i n  e f f e c t .  I n  a n 
u n d e re m p lo y e d  a r e a ,  t h e  c o m m is s io n e r  o f  l a b o r 
s h a l l  d e t e r m in e  t h e  a m o u n t o f  w o r k  t o  b e 
p e r fo r m e d  b y  e l i g i b l e  q u a l i f i e d  r e s i d e n t s .  An 
u n d e re m p lo y e d  a r e a  m ay b e  a c e n s u s  a r e a ,  a n 
e c o n o m ic  r e g i o n ,  o r  t h e  s t a t e  a s  a w h o le  i f  t h e  
f o l l o w i n g  c r i t e r i a  a r e  m e t :

a ) t h e  u n e m p lo y m e n t r a t e  i s  s u b s t a n t i a l l y  
h i g h e r  t h a n  t h e  n a t i o n a l  r a t e
b )  a  s u b s t a n t i a l  n u m b e r o f  r e s i d e n t s  i n  t h e  
a r e a  h a v e  e x p e r ie n c e  o r  t r a i n i n g
c )  t h e  l a c k  o f  e m p lo y m e n t o p p o r t u n i t i e s  h a s 
c o n t r i b u t e d  t o  s e r io u s  e c o n o m ic  a n d  s o c i a l 
p r o b le m s , a n d
d ) e m p lo y m e n t o f  n o n r e s id e n t s  i s  a  p e c u l i a r  
s o u r c e  o f  t h e  u n e m p lo y m e n t o f  r e s i d e n t s

3 8 . 4 5 . 0 8 0  P r o v id e s  a p r e f e r e n c e  f o r  r e s i d e n t s  o f  a n
e c o n o m ic a l l y  d i s t r e s s e d  a r e a .  T h e  c o m m is s io n e r 
o f  l a b o r  s h a l l  d e t e r m in e  a n  e c o n o m ic a l l y  
d i s t r e s s e d  a r e a ,  a n d  f o r  tw o  y e a r s  t h e  r e s i d e n t 
p r e f e r e n c e  w i l l  a p p ly .  I n  a n  e c o n o m ic a l l y  
d i s t r e s s e d  a r e a ,  5 0  p e r c e n t  o f  t h e  e m p lo y m e n t 
o n  e a c h  n a t u r a l  r e s o u r c e s  p r o j e c t  o n  s t a t e  la n d  
s h a l l  b e  g iv e n  t o  e l i g i b l e  q u a l i f i e d  r e s i d e n t s  
o f  t h e  a r e a .  An e c o n o m ic a l l y  d i s t r e s s e d  a r e a  
m u s t  m e e t t h e  f o l l o w i n g  c r i t e r i a :

a )  p e r  c a p i t a  in c o m e  i s  l e s s  t h a n  9 0  p e r c e n t 
o f  U .S .  p e r  c a p i t a  in c o m e  o r  t h e  u n e m p lo y m e n t 
r a t e  i s  a t  l e a s t  5 p e r c e n t  h i g h e r  t h a n  n a t i o n a l 
r a t e
b )  l a c k  o f  e m p lo y m e n t o p p o r t u n i t y  h a s 
c o n t r i b u t e d  s u b s t a n t i a l l y  t o  s e r i o u s  s o c i a l  a n d 
e c o n o m ic  p r o b le m s ,  a n d
c )  n o n r e s id e n t  w o r k e r s  a r e  a p e c u l i a r  s o u r c e  
o f  u n e m p lo y m e n t o f  r e s i d e n t s

3 8 . 4 5 . 0 9 0  S t a t e s  t h a t  t h e  c o m m is s io n e r  o f  n a t u r a l
r e s o u r c e s  s h a l l  i n c o r p o r a t e  i n t o  e a c h  c o n t r a c t 
p r o v i s i o n s  r e q u i r i n g  c o m p l ia n c e  w i t h  r e s i d e n t 
p r e f e r e n c e  r e g u l a t i o n s .

3 8 . 4 5 . 1 0 0  R e q u i r e s  e m p lo y e e s  t o  c o m p ly  w i t h  r e p o r t i n g
r e q u i r e m e n t s  e s t a b l i s h e d  b y  c o m m is s io n e r  o f 
l a b o r .  A l l  s p e c i f i c  e m p lo y e e  d a t a  i s  t o  b e 
k e p t  c o n f i d e n t i a l .

3 8 . 4 5 . 1 1 0  P r o v id e s  f o r  h e a r in g s  b y  t h e  D e p a r tm e n t  o f
L a b o r  t o  d e t e r m in e  i f  a n  e m p lo y e r  h a s  c o m p l ie d
w i t h  t h i s  c h a p t e r .  A  r e q u e s t  f o r  a  h e a r in g  m ay 
b e  b r o u g h t  b y  a n  e m p lo y e e  w ho  h a s  b e e n  r e j e c t e d  
o r  t e r m in a t e d  a n d  a p e r s o n  n o t  e n t i t l e d  t o  t h e
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p r e f e r e n c e  h a s  b e e n  h i r e d .  T h e  c o m m is s io n e r 
s h a l l  r e v ie w  t h e  r e q u e s t  a n d  m ay h o l d  a 
h e a r in g .  I f  t h e  c o m m is s io n e r  o f  l a b o r  f i n d s  
w i l l f u l  i n t e n t  o n  t h e  p a r t  o f  t h e  e m p lo y e r ,  t h e  
c o m m is s io n e r  m ay c e r t i f y  t h e  f i n d i n g  t o  t h e  
D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e s .

P r o v id e s  p e n a l t i e s  f o r  t h e  e m p lo y e r  t h a t  h a s 
w i l l f u l l y  r e j e c t e d  o r  t e r m in a t e d  a n  e l i g i b l e  
q u a l i f i e d  e m p lo y e e .  I f  fo u n d  i n  v i o l a t i o n  '“ f  
t h i s  c h a p t e r ,  t h e  e m p lo y e r  m ay b e  r e q u i r e d  co 
p a ’ T t h e  a m o u n t o f  l o s t  w a g e s  t o  t h e  e m p lo y e e 
a n d  a n y  a c t u a l  e x p e n s e s  i n c u r r e d  a s  a r e s u l t  o f 
t h e  w r o n g f u l  a c t i o n  b y  t h e  e m p lo y e r .  E i t h e r  
p a r t y  may a p p e a l  t o  t h e  S u p e r i o r  C o u r t .

I f  t h e  D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e s  f i n d s  
a f t e r  i t s  i n v e s t i g a t i o n  t h a t  t h e r e  w as  w i l l f u l  
n o n c o m p lia n c e ,  t h e  D e p a r tm e n t  m ay im p o s e :

a )  a n  in c r e a s e  i n  r e n t  n o t  t o  e x c e e d  $ 1 0 j , 000
b )  r e m o v a l f r o m  e l i g i b i l i t y  f o r  s t a t e  
c o n t r a c t s  f o r  a  p e r i o d  n o t  t o  e x c e e d  t h r e e  
y e a r s
c )  a  n o n c o m p lia n c e  p a y m e n t n o t  t o  e x c e e d 
$ 2 0 0 , 0 0 0

P r o v id e s  f o r  p e n a l t i e s  f o r  a n y  p e r s o n  who m a ke s 
f a l s e  s t a te m e n t s  r e g a r d i n g  t h e i r  e l i g i b i l i t y  
f o r  a  p r e f e r e n c e .

S t a t e s  t h a t  t h i s  c h a p t e r  i s  a p p l i c a b l e  t o  a l l  
n a t u r a l  r e s o u r c e  p r o j e c t s  o n  s t a t e  la n d s

P r o v id e s  d e f i n i t i o n s  f o r  " a v a i l a b l e , "  
" e m p lo y e r , "  " n a t u r a l  r e s o u r c e  p r o j e c t  o n  s t a t e  
l a n d , "  q u a l i f i e d  r e s i d e n t , "  " r e s i d e n t ,  a n d 
" s t a t e  l a n d . "

S t a t e s  t h a t  a c t  a p p l i e s  u o  a l l  c o n t r a c t s  a f t e r  
e f f e c t i v e  d a te

S e c t io n  3 P r o v id e s  f o r  im m e d ia te  e f f e c t i v e  d a t e .
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SUMMARY OF L E G IS L A T IO N 

( P r e p a r e d  b y  S e n a te  R e s o u rc e s  f o r  c o m p a n io n  b i l l  CSSSSB 2 7 1 )

SSHB 3 6 7  w o u ld  e s t a b l i s h  a n  e m p lo y m e n t  p r e f e r e n c e  f o r  A la s k a  
r e s i d e n t s  u n d e r  c e r t a i n  c o n d i t i o n s .  B e c a u s e  a b l a n k e t  p o l i c y  
r e q u i r i n g  A la s k a  r e s i d e n t  h i r e  h a s  b e e n  h e l d  u n c o n s t i t u t i o n a l , 
i t  w as  n e c e s s a r y  t o  t a r g e t  a  p r e f e r e n c e  t o  s p e c i f i c  p r o j e c t s  
a n d  s p e c i f i c  e m p lo y e e s .  HB 3 6 7  i s  d i r e c t e d  a t  e s t a b l i s h i n g  a n 
e m p lo y m e n t  p r e f e r e n c e  on  n a t u r a l  r e s o u r c e  p r o j e c t s  o n  s t a t e  
l a n d  w i t h  t h e  r a t i o n a l e  t h a t  t h e  s t a t e  i s  a p a r t i c i p a n t  i n  t h e  
c o n t r a c t  a n d  c a n  r e q u i r e  t h a t  c e r t a i n  c o n d i t i o n s  b e  m e t i n  t h e  
l e a s e  o f  s t a t e  n a t u r a l  r e s o u r c e s .

T h e  e m p lo y m e n t  p r e f e r e n c e  e x t e n d s  o n l y  t o  s p e c i f i c  a r e a s  a s 
d e s ig n a t e d  b y  t h e  c o m m is s io n e r  o f  l a b o r .  T h e s e  a r e a s  c a n  b e : 
c e n s u s  a r e a s ,  o f  w h ic h  t h e r e  a r e  23  i n  A l a s k a ;  e c o n o m ic 
r e g i o n s ,  o f  w h ic h  t h e r e  a r e  s i x  i n  A l a s k a ;  o r  t h e  s t a t e  a s  a 
w h o le .  T h e r e  a r e  tw o  t y p e s  o f  e m p lo y m e n t p r e f e r e n c e  a r e a s .
One i s  a n  u n d e r e m p lo y e d  a r e a ,  a n d  t h e  s e c o n d  i s  a n 
e c o n o m ic a l l y  d i s t r e s s e d  a r e a ,  t h e  c o m m is s io n e r  o f  l a b o r  m u s t 
b e  a b l e  t o  s u b s t a n t i a t e  t h e  d e s i g n a t i o n  o f  t h e s e  a r e a s  f o r  a n 
e m p lo y m e n t p r e f e r e n c e  t h r o u g h  e x t e n s i v e  d a t a  c o l l e c t i o n  a n d 
a n a l y s i s .

A n  e m p lo y m e n t p r e f e r e n c e  c a n  b e  g r a n t e d  b y  t h e  c o m m is s io n e r  o f 
l a b o r  o n l y  t o  s p e c i f i c  e m p lo y e e s  w ho a r e  u n e m p lo y e d , 
r e g i s t e r e d  t o  f i n d  w o r k ,  u n d e r e m p lo y e d  o r  h a v e  c o m p le te d  j o b  
t r a i n i n g  p r o g r a m s  b u t  a r e  n o t  u s i n g  t h a t  s k i l l .

T h e  d e t e r m i n a t i o n  o f  a n  u n d e r e m p lo y e d  a r e a  w o u ld  p r o v id e  t h a t 
a n  e m p lo y m e n t p r e f e r e n c e  b e  g i v e n  t o  s p e c i f i c  A la s k a  r e s i d e n t s  
a s  i d e n t i f i e d  a b o v e .  T h e  c o m m is s io n e r  o f  l a b o r  s h a l l 
d e t e r m in e  t h e  a m o u n t o f  w o rk  t h a t  m u s t  b e  p e r fo r m e d  b y 
p r e f e r r e d  e m p lo y e e s  o n l y  a f t e r  i n v e s t i g a t i o n  a n d  s t u d y .

I n  a d e t e r m i n a t i o n  o f  an  e c o n o m ic a l l y  d i s t r e s s e d  a r e a ,  t h e  
e m p lo y m e n t p r e f e r e n c e  w o u ld  b e  g r a n t e d  t o  a t  l e a s t  5 0  p e r c e n t 
o f  t h e  q u a l i f i e d  r e s i d e n t s  o f  t h r . t  a r e a .

T h  D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e s  s h a l l  i n c l u d e  i n  a l l  i t s  
c o n t r a c t s  f o r  o i l  a n d  g a s ,  l e a s a b l e  m i n e r a l s  o r  t i m b e r
r e s o u r c e s  la n g u a g e  t o  c a r r y  o u t  t h e  r e q u i r e m e n t  o f  t h i s
c h a p t e r .

HB 3 6 7  a l s o  r e q u i r e s  r e p o r t i n g  b y  e m p lo y e r s ,  b u t  a l l  s p e c i f i c  
e m p lo y e e  d a t a  m u s t  b e  ke p  c o n f i d e n t i a l .

I f  a p e r s o n  n o t  e n t i t l e d  t o  p r e f e r e n c e  i s  h i r e d  i n  a  p o s i t i o n  
f o r  w h ic h  a n  e l i g i b l e  a p p l i c a n t  w a s  r e j e c t e d ,  t h e  r e j e c t e d
a p p l i c a n t  m ay r e q u e s t  a h e a r in g  b e f o r e  t h e  c o m m is s io n e r  o f
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l a b o r .  T h e  c o m m is s io n e r  may h o l d  a h e a r i n g .  I f  t h e  
D e p a r tm e n t  o f  L a b o r  f i n d s  w i l l f u l  i n t e n t  n o t  t o  c o m p ly  on t h e  
p a r t  o f  t h e  e m p lo y e r ,  t h e  d e p a r t m e n t  m ay r e q u i r e  t h e  e m p lo y e r 
t o  r e im b u r s e  t h e  e m p lo y e e  f o r  l o s t  w a g e s . E i t h e r  p a r t y  may 
a p p e a l  t o  t h e  S u p e r i o r  C o u r t .

I f  w i l l f u l  n o n c o m p l ia n c e  i s  f o u n d  b y  t h e  D e p a r tm e n t  o f  L a b o r , 
t h e n  t h e  D e p a r tm e n t  o f  L a b o r  s h a l l  n o t i f y  t h e  D e p a r tm e n t  o f 
N a t u r a l  R e s o u r c e s .  T h e  D e p a r tm e n t  o f  N a t u r a l  R e s o u rc e s  may 
h o l d  h e a r in g s  a n d  c o n d u c t  i t s  ow n  i n v e s t i g a t i o n .  I f  t h e  
D e p a r tm e n t  o f  N a t u r a l  R e s o u rc e s  f i n d s  w i l l f u l  n o n c o m p lia n c e , 
i t  m ay im p o s e  a n y  o f  t h e  f o l l o w i n g  p e n a l t i e s :  1 )  in c r e a s e  t h e
r e n t  o r  o t h e r  c o m p e n s a t io n  t o  a  m axim um  o f  $ 1 0 0 , 0 0 0 ;  2 ) re m o ve 
t h e  e l i g i b i l i t y  r f  t h e  e m p lo y e r  t o  s t a t e  c o n t r a c t s  f o r  a 
p e r i o d  n o t  t o  e x c e e d  t h r e e  y e a r s ;  o r  3 ) r e q u i r e  a 
n o n c o m p l ia n c e  p a y m e n t n o t  t o  e x c e e d  $ 2 0 0 , 0 0 0 .  I t e m  n u m b e r 
t h r e e  i s  d e s ig n e d  t o  a p p ly  t o  s u b c o n t r a c t o r s  o r  a f f i l i a t e s .

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

T h e  o r i g i n a l  v e r s i o n  o f  HB 3 6 7  h a d  a m uch  b r o a d e r  r e q u i r e m e n t 
f o r  r e s i d e n t  h i r e  b u t  p r o b a b ly  w o u ld  h a v e  r u n  i n t o  
c o n s t i t u t i o n a l  p r o b le m s . ,  SSHB 3 6 7  i s  m u ch  m o re  f o c u s e d  
r e r a r d i n g  w ho  i s  e l i g i b l e  f o r  t h e  e m p lo y m e n t p r e f e r e n c e ,  and 
t h e  p r e f e r e n c e  i s  r e s t r i c t e d  t o  s p e c i f i c  a r e a s  o f  t h e  s t a t e .
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C om m ents  o n  t h e  i.u p re m e  C o u r t ' s  R e s id e n t  H i r e  D e c is io n

T h e  r e c e n t  d e c i s i o n  b y  A l a s k a 's  S u p re m e  C o u r t ,  F r a n c is  
v s .  R o b is o n ,  o n  t h e  s u b je c t  o f  r e s i d e n t  h i r e ,  w as  a g o o d 
d e c i s i o n  f r o m  t h e  v i e w p o i n t  o f  t h o s e  o f  u s  w h o  a r e  t r y i n g  t o  
w r i t e  a  c o n s t i t u t i o n a l  la w .

I t  i s  n e c e s s a r y  t o  b e  c o g n i z a n t  o f  t h r e e  t h i n g s  i n  o r d e r 
t o  g a u g e  t h e  m e a n in g  o f  t h e  d e c i s i o n .  F i r s t ,  i s  t h e  
t im e - f r a m e  t o  w h ic h  t h e  d e c i s i o n  a p p l i e s .  T h e  c a s e  h a s  b e e n 
b e f o r e  t h e  S u p re m e  C o u r t  s in c e  J u n e  4 ,  1 9 8 4 .  P r i o r  t o  t h a t , 
i t  h a d  b e e n  i n  t h e  S u p e r io r  C o u r t  f r o m  D e c e m b e r 1 ,  1 9 8 3  t o  M ay 
2 3 ,  1 9 8 4 ,  s i x  m o n th s .  T h e  o f f e n s e  f o r  w h ic h  M r .  F r a n c i s  s u e d 
t h e  s t a t e ,  o c c u r r e d  i n  O c to b e r ,  1 9 8 3 .  I t  i s  i n  t h e  c o n t e x t  o f 
t h i s  t im e - f r a m e  t h a t  t h e  S u p re m e  C o u r t  m ade i t s  d e c i s i o n .  T h e 
r e a s o n  t h i s  i s  s i g n i f i c a n t  i s  t h a t  t h e  e c o n o m ic  c o n d i t i o n s  
t h a t  e x i s t e d  t h e n  d o  n o t  e x i s t  n o w . T h e  b o d y  o f  d a t a  t o  
s u p p o r t  t h e  s t a t e ' s  p o s i t i o n  d i d  n o t  e x i s t  t h e n .  We b e l i e v e  
w e h a v e  i t  n o w . T h e  s t a t u t e  w h ic h  w as  s t r e n g t h e n e d  i n  1 9 8 5 
w a s  n o t  c o n s id e r e d  b y  t h e  C o u r t .  A n d , m o s t  s i g n i f i c a n t l y ,  t h e  
p h i l o s o p h i c a l  a p p r o a c h  i n  t h e  l e g i s l a t i o n  c u r r e n t l y  b e in g  
w o rk e d  o n  i s  v e r y  d i f f e r e n t  f r o m  t h e  s t a t u e  t h a t  w a s  j u s t  
i n v a l i d a t e d  b y  t h e  c o u r t .  T h e  d e c i s i o n  w as fo c u s e d  o n  t h e  
s p e c i f i c  t im e  a n d  c o n d i t i o n s  i n v o l v e d  i n  t h e  s p e c i f i c  
c o m p la in t  b y  M r .  F r a n c i s .

S e c o n d ly ,  t h e  s ope  o f  t h e  o p i n i o n  i s  n a r r o w  i n  t h a t  i t  
r e l i e i  o n  t h e  f i n d i n g s  o f  f a c t  o f  t h e  lo w e r  c o u r t  a n d  d o e s  n o t 
i n t r o d u c e  new  o r  a d d i t i o n a l  a r g u m e n ts .  I n s o f a r  a s  t h e  
d e c i s i o n  i s  p r e d i c a t e d  o n  f i n d i n g s  o f  f a c t ,  t h e n  w h e n  i t  c a n 
b e  p r o v e n  t h a t  t h e  f a c t s  c h a n g e  i t  i s  l o g i c a l  t h a t  t h e  
c o n c lu s io n  m u s t  a l s o  c h a n g e . H e re  a r e  som e o f  t h e  f a c t s  o n 
w h ic h  t h e  C o u r t  p r e d i c a t e d  i t s  d e c i s i o n .  M o s t  A la s k a n s  w i l l  
r e c o g n iz e  t h a t  t h e s e  f a c t s  d o  n o t  h o l d  t r u e  i n  1 9 8 6 ,  i f  t h e y  
e v e r  d i d :

1 .  " T h e  e x p e n d i t u r e  o f  s t a t e  f u n d s  a r e  a m a jo r  f a c t o r  
a f f e c t i n g  t h e  l e v e l  o f  e m p lo y m e n t i n  A la s k a  g e n e r a l l y , 
a n d  t h e  c o n s t r u c t i o n  i n d u s t r y  i n  p a r t i c u l a r .  T h e  s t a t e  
e x p e n d i t u r e  f o r  p u b l i c  w o r k s  p r o j e c t s  a c c o u n t s  f o r  
a p p r o x im a t e ly  s i x t y  t o  s e v e n t y  p e r c e n t  o r  m o re  o f  t h e  
t o t a l  an*, a l  c o n s t r u c t i o n  d o l l a r  o u t l a y  w i t h i n  t h e  
s t a t e . "

-  T h e  D e p a r tm e n t  o f  L a b o r 's  1 9 8 4  r e p o r t  p u t s  t h a t  f i g u r e  
a t  1 8 .3 % .

2 .  " E m p lo y m e n t i n  A la s k a  i n  1 9 8 3  w as  a t  r e c o r d  l e v e l s , 
a n d  t h e  r a t e  o f  in c r e a s e  w a s  t h e  b e s t  s i n c e  t h e  d a y s  o f 
t h e  A la s k a  P i p e l i n e  y e a r s . "

-  t h e  J a n u a r y  1 9 8 5  n a t i o n a l  u n e m p lo y m e n t  r a t e  i s  6 .7%  
c o m p a re d  t o  1 0 .5 %  i n  A la s k a .



3 .  "T h e  c o n s t r u c t i o n  i n d u s t r y  i n  A la s k a  w as 
e x c e p t i o n a l l y  s t r o n g  i n  b o t h  t h e  p u b l i c  a n d  p r i v a t e  
s e c t o r s  d u r i n g  1 9 8 3 . "

-  D e p a r tm e n t  o f  L a b o r  e s t im a t e s  p u t  e m p lo y m e n t w i t h i n  t h e  
c o n s t r u c t i o n  i n d u s t r y  a t  1 8 , 2 0 3 ,  r e p r e s e n t i n g  a 10% 
d e c r e a s e  f r o m  1 9 8 3 .

T h e  f a c t  t h a t  t h e  s t a t e  c o u ld  n o t  d is p r o v e  th e m  i n  t r i a l  
i n d i c a t e s  o n l y  t h a t  wa h a d  p o o r  d a t a ,  n o t  t h a t  we h a d  p o o r 
a r g u m e n ts .

T h i r d l y ,  i t  i s  im p o r t a n t  t o  n o t e  t h a t  t h e  s u b j e c t  m a t t e r
o f  t h e  f i n d i n g s  a r e  e c o n o m ic  i n  n a t u r e .  R e s id e n t  h i r e  i s  an
e c o n o m ic  i s s u e .  I t  i s  n o t  m e r e ly  a h y p o t h e t i c a l  c o n s t r u c t 
t h a t  f a l l s  e x c l u s i v e l y  o n  o n e  s i d e  o f  t h e  c o n s t i t u t i o n a l  l i n e  
o r  t h e  o t h e r .  I t  i s  a n  is s u e  o f  6 7 7  m i l l i o n  d o l l a r s  f l o w i n g  
o u t  o f  t h e  s t a t e ' s  e co n o m y i n  1 9 8 4  w i t h o u t  c i r c u l a t i n g  t h r o u g h
t h e  h a n d s  o f  a n y o n e  w ho l i v e s  h e r e .  I t  i s  a n  i s s u e  o f  t h e
p u r c h a s in g  p o w e r  a n d  t h e  j o b  c r e a t i o n  t h a t  s h o u ld  a c c r u e  t o  
A la s k a n s  f r o m  t h a t  m o n e y . I t  i s  a n  is s u e  o f  w h e t h e r  o r  n o t 
t h o s e  o f  u s  w ho  f u l f i l l  o u r  o b l i g a t i o n s  o f  c i t i z e n s h i p  a n d 
i n v e s t  o u r  l i v e s  i n  A la s k a  a r e  e n t i t l e d  t o  b e  f i r s t  am ong 
e q u a ls  f o r  t h e  f r u i t s  o f  o u r  own l a b o r .

T h e  p r i v i l e g e s  a n d  im m u n i t ie s  c la u s e  o f  t h e  f e d e r a l 
c o n s t i t u t i o n  i s  a  f o r m id a b le  b a r r i e r  t o  r e s i d e n t  h i r e  
p r e f e r e n c e ,  a s  w e l l  i t  s h o u ld  b e .  I n  e f f e c t  t h i s  c la u s e  s a y s 
t h a t  e v e r y  c i t i z e n  h a s  t h e  sam e r i g h t s  n o  m a t t e r  w h a t  s t a t e  h e 
o r  s h e  i s  i n ,  I t s  p u r p o s e  i s  t o ,  " p r e v e n t  d i s c r i m i n a t i o n  
a g a i n s t  n o n - r e s i d e n t s ,  t o  f u r t h e r  t h e  c o n c e p t  o f  f e d e r a l i s m , 
a n d  t o  c r e a t e  a n a t i o n a l  e c o n o m ic  u n i t .  H o w e v e r  t h e r e  i s  som e 
r e l i e f .  I n  t h e  w o rd s  o f  t h e  c o u r t ,  " t h e  p r i v i l e g e s  a n d 
im m u n i t ie s  c la u s e  d o e s  n o t  p r o t e c t  n o n - r e s i d e n t s  a g a i n s t  a l l  
fo r m s  o f  d i s c r i m i n a t i o n .  I t s  r e a c h  i s  l i m i t e d  t o  "’ f u n d a m e n ta l 
r i g h t s "  i n v o l v i n g  b a s i c  a n d  e s s e n t i a l  a c t i v i t i e s ,  i n t e r f e r e n c e  
w i t h  w h ic h  w o u ld  f r u s t r a t e  t h e  p u r p o s e s  o f  t h e  f o r m a t i o n  o f 
t h e  u n i o n . "  So t h e  t e s t  f o r  o u r  r e s i d e n t  h i r e  la w  i s  t o  
d e m o n s t r a te  t h a t  i t  d o e s  n o t  t h r e a t e n  t h e  p r i n c i p l e s  o f 
f e d e r a l  u n i t y .  T h e  w a y  t o  d o  t h i s  i s  t o  p o s i t i v e l y  sh o w  t h e  
c o r r e l a t i o n  b e tw e e n  c r im e ,  w e l f a r e  c o s t s ,  a l c o h o l  a n d  d r u g  
a b u s e  a n d  d o m e s t ic  v i o l e n c e  o n  t h e  o n e  h a n d  a n d  u n e m p lo y m e n t 
o n  t h e  o t h e r .
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A p r i l  9 ,  1 98 6

T h e  H o n o r a b le  M ik e  N a v a r r e  
A la s k a  S t a t e  H o u se  o f 

R e p r e s e n t a t i v e s  
P .O . B o x  V 
J u n e a u ,  AK 9 9 8 1 1

D e a r R e p r e s e n t a t i v e  N a v a r r e :

I  am t a k i n g  t h i s  o p p o r t u n i t y  t o  r e s p o n d  t o  a l e t t e r  
a d d r e s s e d  t o  R e p r e s e n t a t i v e  B o u c h e r  f r o m  C h a r l i e  B u s s e l l 
c o n c e r n in g  o p p o s i t i o n  t o  t h e  c o n f i r m a t i o n  o f  W a l t e r  R . 
G a r d n e r 's  a p p o in t m e n t  t o  th e  B o a rd  o f  E l e c t r i c a l  E x a m in e r s .

M r .  G a rd n e r  h a s  h e ld  an e l e c t r i c a l  a d m i n i s t r a t o r ' s  l i c e n s e  
(# A A 2 4 0 ) i n  t h i s  s t a t e  s in c e  1 9 7 2 .  He i s  o n e  o f  46 o u t  o f 
a p p r o x im a t e ly  5 2 0  p e r s o n s  l i c e n s e d  i n  A la s k a  w ho i s  q u a l ­
i f i e d  i n  a l l  c a t e g o r i e s  o f  e l e c t r i c a l  a d m i n i s t r a t i o n .  T h e s e 
c a t e g o r ie s  i n c l u d e ;  i n s i d e  w i r i n g ,  o u t s i d e  w i r i n g ,  r e s i d e n ­
t i a l  w i r i n g ,  o u t s i d e  c o m m u n ic a t io n s ,  a n d  i n s i d e  c o m m u n ic a ­
t i o n s  .

Y ou  c a n  se e  f r o m  h i s  re s u m e  t h a t  M r .  G a rd n e r  h a s  o v e r  t h i r t y  
y e a r s  e x p e r ie n c e  i n  t h e  f i e l d  o f  l a r g e  c o n s t r u c t i o n  w i t h  
o v e r  t w e n t y  y e a r s  e x p e r ie n c e  i n  t h e  A la s k a  c o n s t r u c t i o n  
i n d u s t r y ,  i n c l u d i n g  e n g in e e r i n g  a n d  m a n a g e m e n t, e l e c t r i c a l 
p o w e r  a n d  c o m m u n ic a t io n s ,  a n d  a s  f i e l d  s u r v e i l l a n c e  o f f i c e r  
f o r  t h e  T r a n s - A la s k a  p i p e l i n e .  H is  q u a l i f i c a t i o n s  in c l u d e  
e x p e r t i s e  i n  a r c t i c  a n d  s u b a r c t i c  c o n s t r u c t i o n .

M r .  B u s s e l l ' s  r e f e r e n c e  t o  a n  a p p l i c a n t  he f e l t  w as u n j u s t l y  
r e v ie w e d  b y  t h e  b o a r d  s h o u ld  b e  d i r e c t e d  t o  N a n c y  D u n n , 
D i r e c t o r  o f  t h e  D i v i s i o n  o f  O c c u p a t io n a l  L i c e n s i n g ,  f o r  
i n v e s t i g a t i o n .

I n  c l o s i n g ,  I  m u s t  r e s p o n d  t o  t h e  l a s t  p a r a g r a p h  o f 
M r .  B u s s e l l ' s  l e t t e r  w i t h  r e g a r d  t o  a p p o in tm e n ts  o f  women 
a n d  m i n o r i t i e s  t o  b o a r d s  a n d  c o m m is s io n s  d u r i n g  t h i s  
a d m i n i s t r a t i o n .  M r .  B u s s e l l  s t a i . e s  t h a t  N a t iv e s  a n d  women 
h a v e  b e e n  " s o r e l y  o v e r lo o k e d  b y  t h e  p r e s e n t  a d m i n i s t r a t i o n . "



R e p r e s e n t a t i v e  M i k e  N a v a r r e  - 2 - A p r i l  9, 1986

S t a t i s t i c s  c o m p i le d  i n  F e b r u a r y  1 9 8 6  r e v e a l  t h a t  22 p e r c e n t 
o f  t h e  a p p o in t m e n t s  m ade b y  G o v e r n o r  S h e f f i e l d  s in c e  h e  t o o k  
o f f i c e  h a v e  b e e n  o f  m i n o r i t i e s .  T h is  t h r u s t  b y  t h e  G o v e r n o r 
u n d e r s c o r e s  h i s  c o n t i n u i n g  c o n c e r n  t o  h a v e  m i n o r i t y  r e p ­
r e s e n t a t i o n  o n  o f f i c i a l  s t a t e  b o a r d s .  T h e s e  same s t a t i s t i c s  
i n d i c a t e  t h a t  41 p e r c e n t  o f  t h e  G o v e r n o r 's  a p p o in t e e s  h a v e 
b e e n  w om en .

Th e  f a c t  t h a t  women a n d  m i n o r i t i e s  h a v e  e n jo y e d  a n  in c r e a s e d  
o p p o r t u n i t y  t o  s e r v e  o n  b o a r d s  a n d  c o m m is s io n s  d u r i n g  t h i s  
a d m i n i s t r a t i o n  i s  n o w , a n d  w i l l  c o n t i n u e  t o  b e ,  a d i r e c t  
r e f l e c t i o n  o f  G o v e r n o r  S h e f f i e l d ' s  p r i o r i t i e s .

S i n c e r e l y ,

B a r b a r a  A . D a le  
S p e c ia l  S t a f f  A s s i s t a n t 

t o  t h e  G o v e rn o r



Pouch V 
Juneau, Alaska 99811

J M a s f c a  J l t a t e  ^ l e g i s l a t u r e

J M c m s e  of ^Rcprescntatiites

Labor and Commerce Committee

A p r i l  7 ,  1 9 8 6

H o n o r a b le  B en  G r u s s e n d o r f 
S p e a k e r  o f  t h e  H o u s e 
P o u c h  V
J u n e a u ,  AK 9 9 8 0 1 

D e a r M r .  S p e a k e r :

T h e  H o u s e  L a b o r  & C om m erce  C o m m itte e  h a s  r e v ie w e d  t h e  
q u a l i f i c a t i o n s  f o r  t h e  f o l l o w i n g  nam ed i n d i v i d u a l s  w ho  h a v e 
b e e n  s u b m i t t e d  i n  n o m in a t io n  b y  t h e  G o v e r n o r ,  a n d 
re c o m m e n d s  t h a t  t h e y  b e  c o n f i r m e d .

A t h l e t i c  C o m m is s io n 
A n d e r s o n ,  S t a n le y

T e rm  b e g a n  0 2 / 1 0 / 8 6 ,  e x p i r e s  0 5 / 1 4 / 8 7

B o a rd  o f  B a r b e r s  a n d  H a i r d r e s s e r s  
K u e b e r ,  M a rs e

O r i g i n a l  t e r m  b e g a n  0 5 / 0 2 / 8 3 ,  r e a p p o in t e d  0 6 / 2 4 / 8 5  
e x p i r e s  0 7 / 0 1 / 8 8

B o a rd  o f  D e n t a l  E x a m in e r s 
B a x t e r ,  C h r i s t i n e

T e rm  b e g a n  0 1 / 0 7 / 8 6 ,  e x p i r e s  0 2 / 0 1 / 8 9  
G e l l e r t ,  H u b e r t

T e rm  b e g a n  0 4 / 0 3 / 8 5 ,  e x p i r e s  0 2 / 0 1 / 8 9  
W o l l e r ,  T im o t h y

O r i g i n a l  t e r m  b e g a n  1 0 / 3 1 / 8 4 ,  r e a p p o in t e d  0 1 / 1 6 / 8 6  
e x p i r e s  0 :2 /0 1 /9 0

B o a rd  o f  E l e c t r i c a l  E x a m in e r s 
B o y d , S te v e n

T e rm  b e g a n  0 5 / 2 1 / 8 5 ,  e x p i r e s  0 7 / 1 0 / 8 7  
G a r d n e r ,  W a l t e r

T e rm  b e g a n  0 1 / 1 9 / 8 5 ,  e x p i r e s  0 7 / 1 0 / 8 8

G u id e  L i c e n s in g  a n d  C o n t r o l  B o a rd  
G a m b le , S r . ,  E d w a rd  T.

T e rm  b e g a n  0 4 / 0 1 / 8 6 ,  e x p i r e s  0 6 / 1 5 / 8 8

O c c u p a t io n a l  S a f e t y  a n d  H e a l t h  R e v ie w  B o a rd 
H o f f ,  J r . , D o n a ld  F .

T e rm  b e g a n  0 4 / 0 1 / 8 6 ,  e x p i r e s  0 8 / 0 1 / 8 8

Phone: 
(907) 465-3892



C o n c u r r in g

M ik e  N a v a r r e ,  C h a irm a n

H . A .  "R e d "  B o u c h e r

N i i l o  K o p o n e n

M ik e  D a v is ,  V ic e - C h a i r m a n

V i r g i n i a  C o l l i n s

D ru e  P e a rc e

A ly c e  H a n le y
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tesoiution n o . : 2dSS HB 367 Apenrv AfTm-jpd • Laoor__
: "An Act requiring resident m r e  b r TiV  Labor - STanaards"and Sarety

Bill/Resolution No. :
Title : "An Act ieguii iim ic a iu c m . l i n e  g p y .
on certain natural resources Droiects.,"

Labor

Sponsor: Piqnalberi, Cotten et. al.
Requestor: labor ft Commerce

Date o f Request: 4/7/86_________________

Components : Wage an<  ̂ Hour

E X PE N D IT U R E S /R E V ! !UES (Thousands o f D o lla rs )
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

113.9 231.4 231.4 231.4 231.4
17.0 47.7 49.6 51.6 53.7
21.0 12.2 12.7 13./
2.0 3.6 3.7 3.8 3.9
4.8

CC 0 0 0

TOTAL OPERATING 0 158.7 299.7 297.4 300.0 302.7

f  CAPITAL

REVENUE

FUND ING  : (Thousands o f D o lla rs )
GENERALFUND 
FEDERALFUNDS 
OTHER 
TOTAL

0 158.7 299.7 297.4 300.0 302.7

I) ibBT/ 2 99./ 2y/ . 4 j u U.O -2Q2..7,...

PO S IT IO N S  :
FULL-TIME
PART-TIME
TEMPORARY

0 3 6 6 6 6

ANALYSIS : Attach a separate page if necessary

15. ju tv Robert J. Bacolas Sr.Prepared by : U__________ I_____________________________________
Division : Labor Standards & Safety_____ / ___ )

Approved by Commissioner:
Agency: ________ Labor_________________

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget 
Impacted Agency(ies)

Jim Robison^

Phone 
D a te : .

page, of

465-4870
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Position '1 ii le 0 1  , ,
Clerk fypist III

No. o l Positions 
1

Ranp.c/blcp
1 I B

Halt!. Unit
nnii

Gt|y. Appro?,. U iy ip j i

1 line bum s
PFT,"

b u l l  Months
12

KI* Number Location
Anchorage

Lleclion Distiic l -.Lc* |>*;:vXv!v.;

I vpe o ( l:\peniliinic Aiiioiint
I 3

Saiarv 20,316
ll.Mll'f its 6,095
I'reinium Pay
( nlier

Tota l Personal Services v x x e w x : : : ' ^ : : : - 26,411
Travel -0 -
(' i in iciit i ia l 2,000
Commodities 1,000
lapopincnt 1,600
Other

Tota l Cost 31,011

Receipt Node rnndini; .Source
IVdeia l Ib'crints I l l t P
(1 S'. Ma lr l i  I l l t P
General ITinds | ()().( 31,011
1 A Receipts 1005
Piop.ram Receipts | ( )2K
C IP  Rcteip is IU01
Other

I:ur lJ^-M Use Only
Key Number

J usli lieu* *t>n

This position would provide typing, filing, and 

data entry under the provisions of this bill.

Contractual and commodities costs are average per 

employee costs. The equipment costs are for a 

desk, chair, cabinets, etc., and are a one-time 

item.

R e q u e s t  F o r

N e w  P o s i t i o n

Agency

D K U

Component

Labor

Labor Standards and Safety

Wage and Hour
o f

Revised Ii.ile

F Y  87



STATE OF ALASKA 1986 LEGISLATIVE SESSION 
FISCAL NOTE

R E Q U E S T
Bill/Resolution N o . : 2dSS HB 367
T it le : "An Act requiring resident hire

on certain natural resources projects.

Sponsor: Pionalberi, Cotten, et. al.
Requestor: Labor & Commerce______________

Date of Request:__ A /7 /8 6 ______________________

Revision D ate : 4/8/86

FISCAL DETAIL

Agency Affected: Labor___________ ,
B R U : Administrative Services

C nmprmfrntc • ^ C V I C e S

EXPEN DITURES/REVEN U ES (Thousands o f D o lla rs )
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

133.6 133.6 133.6 133.6 133.6
0 0 0 0 0

193..7 204.0 241.1 247,2
1.2 1.2 1.3 1.3 i
4.0 .8 .9 .9 1.0

T O T A L  OPERATING 0 332.6 339.6 378.0 376.9 383.2

C A P IT A L

REVENUE

FUNDING : (Thousands of Dollars)

G E N E R A L F U N D  
FEDERAL FUNDS 
OTHER 
TOTAL

0 332.5 339.6 378.0 376.9 383.2

u 332.5 3/8.U 3/6.9 383.2

PO SITIO N S :

FULL-TIME

PART-TIME
T E M P O R A R Y

* 3 3 3 3 3
1 1 1 1

ANALYSIS : Attach a separate page if necessary

Prepared b y : 
Division : .

Juay Gr Knight, Director

Administrative Services

Approved-by Commissioner: 
Agency: _________ L ab o r

Jim RobisonC L '.TJV ,

Phone 
D a t e : ,

r^O-Date:

Distribution (by Agency preparing Fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page. of

465-2720
4 / 8 / 8 6
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C O N T I N U A T I O N  OF F I S C A L  N O T E  ANALYSIS 

B i l l / R e s o l u t i o n  No. 2 dSS H B  367

T h i s  l egislation was c a r e f u l l y  d r a f t e d  to maximize its c h a n c e s  in a n y  

f u t u r e  c ourt challenge. T h i s  r e s u l t e d  in a complex s e t  of a r e a  

d e s i g n a t i o n s  and d e t e r m i n a t i o n s  of r e s i d e n t  prefer e n ce s  that a r e  b a s e d  o n  

o b j e c t i v e  statistics. T o  m a k e  the d e t e r m i n a t i o n s  and d e s i g n a t i o n s  

s p e c i f i e d  in this l e g i s l a t i o n  will r e q u i r e  this department to c o l l e c t  a n d  

a n a l y z e  e x tensive o c c u p a t i o n a l  i n f o r m a t i o n  by a r e a  resident s t a t u s .  O u r  

a s s u m p t i o n s  are as f o l l o w s :

1. A n  annual report d e s i g n a t i n g  u n d e r e m p l o y m e n t  a r e a s  w o u l d  be 

c o m p l e t e d  by J a n u a r y  31 of e a c h  y e a r  b e g i n n i n g  in 1987.

2. O n - g o i n g  c o l l e c t i o n  of o c c u p a t i o n a l  t i t l e s  would be r e q u i r e d  f rom 

employers, and e x t e n s i v e  c o m p u t e r  H a t c h i n g  would be n e c e s s a r y  to 

d e t e r m i n e  residency s t a t u s .

3. Th e  collection of o c c u p a t i o n a l  t i t l e s  f r o m  firms will b e  p h a s e d  in 

o v e r  a three y e a r  perio d .  I n d u s t r i e s  identified as  h a v i n g  the 

h i g h e s t  dollar p a y m e n t s  to n o n r e s i d e n t s  in 1984 w ould b e  t a r g e t e d  

first:

F i r s t Year c o n s t r u c t i o n ,  oil and  g a s  m i n i n g ,  and food p r o c e s s i n g ;

S e c o n d  Year all f i r s t  y e a r  i n d u s t r i e s  p lus business s e r v i c e s ,  local 

government, m i s c e l l a n e o u s  s e r v i c es ,  e a t i n g  and drinking p l a c e s ,  a i r  

transportation, a n d  s t a t e  g o v e r n m e n t ;  and

T h i r d  Y e a r all i n d u s t r i e s .

4. In addition to t h e  o c c u p a t i o n a l  information, r e p o r t i n g  of the 

r e s i d en c y  status b y  i n d u s t r y  a n d  a r e a  w o u l d  be necessary.

5. I n f o rm a t i o n  to m a k e  t h e  d e t e r m i n a t i o n s  of Sec. 38.45.070 ( b )  wil l  be 

d e v e l o p e d  as f o l l o w s :

Nature of t h e  w o r k  T h e  S t a n d a r d  Industrial C l a s s i f i c a t i o n  

(SIC) coding w i l l  be u s e d  fo r  all information r e l a t e d  to the 

employers' t y p e  of b u s i n e s s .  T h i s  will hold d o w n  c o s t s  and 

permit a g g r e g a t e  c o m p a r i s o n s .

Classif i c a ti o n  o f  w o r k e r s  N a t i o n a l l y  accepted o c c u p a t i o n a l  

c l a s s i f i c a ti o n  c o d i n g  w i l l  be u s e d  for all i n f o r m a t i o n  r e l a t e d  

to individuals' o c c u p a t i o n s .

Availability o f  e l i g i b l e  r e s i d e n t s  O u r  analysis w i l l  c o n s i d e r  

registered a p p l i c a n t s  in J o b  S e r v i c e ,  employment, j o b  t u r n o v e r ,  

unemployment a n d  t r a i n i n g  p r o g r a m  c o m p l e t e r s  by o c c u p a t i o n .

Page 2 of 8
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Willingness of e l i g i b l e  r e s i d e n t s  to perform the w o r k  This 

will be done i n  t w o  stages:

a) E s t i m a t e s  of e l i g i b l e  a n d  a v a ilable r e s i d e n t s  w i t h i n

each e c o n o m i c  r e g i o n  w i l l  be evaluated r e l a t i v e  to the

projected e m p l o y m e n t  for r e l e v a n t  occupations.

b) all o c c u r r e n c e s  w h e r e  the Department is u n a b l e  to

assist a n  e m p l o y e r  to p l a c e  a qu a lified r e s i d e n t  w ill be

recorded a s  to the s p e c i f i c  occupation a n d  area. 

Subsequent c a s e s  w i l l  not r e q u i r e  resident p l a c e m e n t  in 

that o c c u p a t i o n  an d  a r e a  u ntil sufficient d a t a  e x i s t s  to

indicate t h a t  q u a l i f i e d  r e s i d e n t s  are available.

6. R e s i d e n t  hire l e g i s l a t i o n  r e q u i r e s  c o m p r e h e n s i v e  s t a t i s t i c a l  s u p p o r t

of the displacement o f  r e s i d e n t s  by n o n r e s i d e n t  w o r k e r s ,  an d  the 

r e s u l t i n g  social e f f e c t s .

7. E x t e n s i v e  mainframe d a t a  p r o c e s s i n g  c o s t s  w i l l  be r e q u i r e d .  No one

c o m p u t e r  file has a l l  of the i n f o r m a t i o n  necesi \ry for t h e  anal sis 

r e q u i r e d  by this l e g i s l a t i o n .  R e c o r d s  of several f i l e s ,  witl as 

i,'any as 2 million r e c o r d s  (UI w a g e  items), have to b e  m a t c h e d  

t o g e t h e r  by So c i a l S e c u r i t y  N u m b e r  (SSN), and i n f o r m a t i o n  o n  

o c c u p a t i o n a l  titles a n d  C e r t i f i e d  P a y r o ' l s  entered and e d i t e d .

A n  additional field f o r  the o c c u p a t i o n a l  title will be a d d e d  to all 

UI w a g e  item r e p o r t s  f r o m  e m p l o y e r s .  As d et a i l e d  i n  i t e m  #3

r e p o r t i n g  from i n d u s t r i e s  w i l l  be p h a s e d  in. Costs are e s t i m a t e d  ‘ 

be $20,000 in FY 8 7 ,  $ 4 0 , 0 0 0  in FY 88, and $ 6 2 , 0 0 0  in FY 89. 

I n c r e a s e s  in FY 90 a n d  FY 91 are a n t i c i p a t e d  due to i n f l a t i o n  an d  a 

g r e a t e r  number of f i r m s .

P r o g r a m m i n g  costs i n c l u d e :  m o d i f i c a t i o n  of programs u s e d  last y e a r

($2,000); de v e l o p m e nt  of  n e w  a p p l i c a t i o n s  i n  FY 87 ($25 ,500); and

s y s t e m  maintenance, a n d  a n a l y t i c a l  extractions ( $ 2 , 0 0 0 )  in all 

years. Estimated t o t a l  p r o g r a m m i n g  c o s t s  ar e  $29,500 f o r  F Y  87 (983 

h o u r s  @ $30 per h o u r  i n c l u d i n g  all b e n e f i t s  and o v e r h e ad ) ,  d r o p p i n g

to $4,500 (150 h o ur s  @  $30 p e r  h o u r ) i n  FY 8S, and e x p e r i e n c i n g  s m al l  

i n f l a t i o n a r y  costs i n  l a t e r  years.

P r i m a r y  processing w i l l  be d o n e  o n  the DOL computer. C o s t s  are

a l l o c a t e d  to p r oj e c t s  b a s e d  u p o n  use, in conformance w i t h  federal 

an d  s t a t e  accounting r e q u i r e m e n t s .  T o t a l  d a t a  processing o p e r a t i o n s  

c o s t s  are estimated a t  $ 1 1 6 , 0 0 0  in FY S7. Primarily d u e  to the 

p h a s e  in of a d d i t i o n a l  i n d u s t r i e s '  o c c u p a t i o n a l  titles c o s t s  wil l  

i n c r e a s e  to $131,000 i n  FY 88, $ 1 4 6 , 0 0 0  - n FYS9, $149,000 i n  FY 90. 

rand $152,000 in FY 91 .

M i c r oc o m p u t e r s  will b e  u s e d  fo r  a n a l . s i s  a n d  editing w h e n  p o s s i b l e  

to m in i m i z e  costs.

8. P r i n t i n g  costs for t h e  ann u a l  r e p o r t  are estimated at $4,5v.^ the 

first year with i n f l a t i o n a r y  i n c r e a s e s  in FY 90 and FY 91. Thi s  is

b a s e d  upon an a s s u m p t i o n  of 1 ,500 c o p i e s  at $3 each.
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9. L o n g  d i s t a n c e  p h o n e  c a l l s  w i l l  be d o n e  o n  a daily b a s i s  to v e r i f y  

the a c c u r a c y  of o c c u p a t i o n a l  t i t l e s .  T h e  g r e atest n u m b e r  of c a l l s  

w i l l  o c c u r  in t h e  f i r s t  y e a r  tha t  a n  i n d u s t r y  is s u r v e y e d .  A f t e r  

the first three y e a r s  the c o s t s  w o u l d  drop.

A d d i t i o n a l  c a l l s  w i l l  be n e c e s s a r y  e a c h  y e a r  to a d d r e s s  the annual 

r e p o r t  r e q u i r e m e n t  t o  d e t e r m i n e  " m e t h o d s  to increase r e s i d e n t  h i r e . "  

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

w i l l  be i d e n t i f i e d  i n  o u r  s t a t i s t i c a l  w o r k .  Calls w i l l  be m a d e  to 

f o l l o w  up on the r e a s o n s  f o r  th e h i g h  n o n r e s i d e n t  e m p l o y m e n t  an d  

s o l u t i o n s  to i n c r e a s e  r e s i d e n t  h i r i n g  w i l l  be sought.

10. A s  c u r r e n t l y  d r a f t e d  the s t a t i s t i c a l  a n d  a n al y t i c a l  r e q u i r e m e n t s  of 

H o u s e  Bill 367 c l o s e l y  p a r a l l e l  t h a t  of H o u s e  Bill 466. If b o t h  

p i e c e s  of l e g i s l a t i o n  are e n a c t e d  o u r  f i s c a l  note for H o u s e  Bill 466 

w o u l d  also o v e r  a l l  o f  o u r  c o s t s  f o r  H o u s e  Bill 367.

• S u m m a r y  o f  

N o n p e r s o n a l  s e r v i c e s  b y Y e a r

F Y  8 7 F Y  8 8 F Y  8 9 F Y  9 0 F Y  9 1

T r a v e 1 Li 0 0 -—  0 0

K e y  E n t r y  

D P  O p e r a t i o n s  

D P  A p p l i c a t i o n s  

P r i n t i n g

L o n g  D i s t a n c e  P h o n e  S e r v i c e  

E q u i p m e n t  L e a s e  

E q u i p m e n t  M a i n t e n a n c e  

T r a i n i n g ,  s h i p p i n g ,  &  M i s c .

2 0  , 0 0 0  

1 1 6 , 0 0 0  

2 9 , 5 0 0  

4 , 5 0 0  

1 2 , 0 0 0  

8 , 0 0 0  

8 0 0  

2 , 9 0 0

4 0  , 0 0 0  

1 3 1  , 0 0 0  

4 , 5 0 0  

4, 5 0 0  

1 2 , 5 0 0  

8 , 3 0 0  

8 0 0  

2 , 4 0 0

6 2 , 0 0 0  

1 4 6 , 0 0 0  

4 , 7 0 0  

4 , 5 0 0  

1 3 , 0 0 0  

8 , 7 0 0  

9 0 0  

2 , 4 0 0

6 4 , 0 0 0  

1 4 9 , 0 0 0  

4 , 9 0 0  

4 , 7 0 0  

6 , 0 0 0  

9 , 0 0 0  

9 0 0  

2 , 6 0 0

6 6 , 0 0 0  

1 5 2 , 0 0 0  

5 , 1 0 0  

5 , 0 0 0  

6 , 2 0 0  

9 , 4 0 0  

9 0 0  

2 , 6 0 0

T o t a l  C o n t r a c t u a l 1 9 3  , 7 0 0 2 0 4 , 0 0 0 2 4 2 , 2 0 0 2 4 1  , 1 0 0 2 4 7 , 2 0 0

S u p p l i e s

E q u i p m e n t ( d e s k , c h a i r , s o f t w a r e )

1 , 2 0 0  

4 , 0 0 0

1 , 2 0 0  

8 0 0

1 , 3 0 0  

9 0 0

1 , 3 0 0  

9 0 0

1 , 4 0 0  

1 , 0 0 0

Page 4 of 8



I (isilmii Jillc
Labor Economist III

I mu SIjIuj
PET

Sulf Munllis
12.0

Kl* Number

No. of Positions
1

Uuiujc/Slep
1>

Location
Juneau

Uarc. Unit
IlIiiL

Lkdion Disliicl

Cov.x

: U'g-

A|>j*n>vv

For U & M  Use Only
Key Number

Type of l-xpcnriiturc Amount

t 2 3

Snlarv 60,IBB

llcnrtils 12.2B3

J’fcmium I'ay

Oilier

'Inlal I'monal Services 62.d71

Travel 0
C.'onliaclual 3, GOO
CommodRics 365
|i|Uipmeiii 1 ,dOU
Oilier

lolal Cost 57,836
.' v _ t ...•. . . .v.v.v.v.v.v. . v l v « w . ' .

............. .......... v .w  • ...

Rccripl Code FimdiiiR Source

Federal Receipts Kill?
CL l;. Maldi m m

(■.cncral Funds l()l)d 57,036
1-A Kcceipis 1005

I’mcram Receipts |()2H

Cl 1* Receipts 1061

Oilier

Justification
This position will have primary responsibility for 

the analysis of data, the preparation of the 

annual resident hire report, and the determination 

of the amount of work required in underemployed 

areas. Specifically, the duties would include:

1) Coordinate the collection and Mionilor the 

validity of relevant resident hire related statis­

tics from other agencies.

2) Coordinate the updating and crossmatching of 

resident hire related data files with Llie analyst 

programmer.

3 ) Develop, collect and analyze data that are 

required to determine the amount of work to be 

done oy nonresidents in underemployed areas.

d) Supervise the statistical technician who will 

collect new data for the determination of work by 

nonresidents, and develop the occupational code 

conversion program.
5) Analyze microcomputer resident hire data buses 

to generate resident hire related tables and 

reports.

6) Supervise the Statistical Clerk that will 

prepare the basic resident hire data tables for 

the report.

Contractual services costs include equipment 

lease, training, and other miscellaneous items.

R e q u e s t  F o r

N e w  P o s i t i o n

Agency

OKU

Labor

Administrative Services

Component Special Services

Piii’c 5 <>f 8
Revised Dale

F Y  87



I'n?iliuii I illc
Labor Economist 11

I l i n e  S t i l u s

PPT

•Slall Minillis UP Number

1 ypc ol Fipciidiluic Amount
1 2 3

S.ihrv

C\J^rcc

Ucticfils 4 ,9G5
I'lcmiuin I'ny
Oilier

'lol.il IYison.il Service? x-x'x^x-x^xxi^x-x^v 13,377
Travel
Coniracliinl ‘JOO
C.'ominoiliiie.? 100 ■

"Dilici

Inlal Cost 14,377

Receipt Coilc I'miilinp. Source
Federal Keeripl? Kill?.
Ci F. Maleli 1(1(1!
Cienei.il Funds 100') 14,377
I A Receipt? 11105
I'logtam Receipts I0 2S
C l 1* Receipts 106 !
Oilier

For 1I&M Use Only
Key Number

No. ol positions
Loca l ion

Juneau

llai|;. Û iit
Llection District Teg:

CIov. Apj-roy. Oisupp.

Justification
This part-time position will be necessary to help 

the Labor Economist III analyze and compile data 

for the annual resident hire report. This posi­

tion will work for three months prior to the 

report deadline.

Specific duties include:

1) Conduct exploratory data analysis of economic 

information ttiat illustrates the effect of the 

nonresident worker in the Alaska economy; show the 

degree of displacement of residents by nonresi­

dents .

2) Use a microcomputer to prepare g ’aphs tables 

and narrative that result from the exploratory 

data analysis.

Contractual services include miscellaneous phone, 

training and equipment lease cust.

R e q u e s t  F o r

N e w  P o s i t i o n

Agency

IWU

-Labpr-

J UJiiiinistratiye Services

Component Special Services Revised Dale

F Y  87



1*1 isilion 'I iilc
Statistical Tcclinician I

I line Status
PTT

Stall Months
12

KI* Number

I vpc of lixpendihifc
I

 Salary-
l l rn r l i l t
I 'icmiuni I'ay
Oilier

Tota l IYrson.il .Sofvicrs

26,592

9.152

Travel

Amount

l O I T

For U&M Use Only
Key Number

No. oppositions
1 .deal inn

R a n , ^ .  l >^nH()i'

Juneau

hlcctiun District
Gov..
Teg:

Apprpv. I lisupp.

Contractual 3,GUO

Commodities 36b
I.i|iii|'mcnt 1,300
Oilier

Total CtuI 41,009

Receipt Code Funding Source

Federal Receipts 100?
0. F. Match 1001
(icneral Fiiik.i |()(M 41,009

l-A Receipts 1005

Piogiam Receipts |()28

CTI’ Receipts 1061

Oilier

............................... —

Justification

This position will have primary responsibility for 

assisting the Labor Economist III with the col­

lection, and formulation of data for the resident 

hire report and for the determination of the 

amount of work to be done by nonresidents. This 

position will be heavily invol 

control of data collected, 

include:

and edit data to

fved in the qua! 

Specifically,

ity

the

duties would 

1) Collect be used to analyze

labor supply, and labor shortage of Alaska work­

ers; collect and edit data on social variables to 

be correlated to the impact of unemployment.

2) Create and use quality control look up tables 

to ensure all data are properly coded; this 

includes industry, occupation, and area codes.

3) Use the microcomputer to load in formatioe into 

spreadsheets to show the occupational displacement 

of residents by nonresidents.

4) Prepare and update tables of economic informa­

tion by resident status.

Contractual 

merit lease,

services

training,

costs

etc.

include phone, equip-
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 ......   Stnistic.il Clerk
1 l i n e  . S I j I i i s b u l l  Monllis III* Number

PfT 1 2 . 0

1 vpc nl liipcmlilurc Amount
1 2 3

Safarv 23,880
llrnrli ls 8,-188
l ’irmillm I'.iy
Oilier

’lnl.il lVnnn.il Srrvirri
Travel .................. “ ll "■
Cnnlrnetual 3,600
Commodilies
1. < I it i j ■ 11 te ■ 11 17300" "
Oilier

Inlal Cost | 37,303

Receipt Cmlc I :iin«liii|* Source
l r i l r r . i l  U rc r inK 1(1(1?
0 .  V. Match . 1001
(icnei.il l i im ls 100-1 37,303
l-A Receipts 1005
J’ruiliam Receipts 102 K
Cl 1* Receipts 1061

Oilier

Tor H&M Use Only 
•••>&’ Key N um be r  - ___

No. opposi t ions Kanj;e/
fb'd

(JllV.; A|ijiri>y. I >«S«lpp.

Location
Juneau

Election D is ln U
4

Ug.v
-iSx-i#

Justif ication
This position will work on the quality control of 

occupational titles which would he submitted by 

employers eacli quarter. Specifically, the duties 

would be:

1. Review detailed edit listings.

2. Update edit data files.

3. Call employers for clarification when* 

necessary.

4. Correct occupational titles.

5. Prepare computer summaries of results.

Contractual costs for this position include phone, 

training, and other miscellaneous items.
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CONTINUATION of FISCAL NOTE ANALYSIS

F o r  Bill/Resolution N o .  2dSS HB 367

In o r d e r  to c a r r y  out  the m o n i t o r i n g  a c t i v i t i e s ,  i n v e s t ig at i o n s ,  and 

h ea r i ng s r e q u i r e d  of this bill the D e p a r t m e n t  of L abor  w o u l d  n ee d the 

f o l l o w i n g  r eso u r c es :

FY 87

Two Wag e a nd  H o u r  I n v e s t i g a t o r  I's and one  C l e r k - T y p i s t  III w o u l d  be 

required. Cos ts an d duties a s s o c i a t e d  wi t h  these p o s i ti on s  are d e t a i l ed  

on the a t t a c h e d  R e q u e s t  f or  N ew  Pos iti on forms.

In a d d i t i o n  to t hes e costs, these w o u l d  be a one tim e e x p e n s e  of  $1 5 , 0 0 0 

to d e v e l o p  s o f t w a r e  and lease e q u i p m e n t  to c a p t u r e  r e s i d e n c y  i n f o r m a­

tion.

FY 8 8  and b e y o n d

M a j o r  P ru d h o e  an d Kupar uk u n i t i z a t i o n  a g r e e m e n t s  are due to be r e n e g o t i­

ate d  in FY 88. A t  that tim e the a g r e e m e n t s  will be c o v e r e d  by the 

p ro vi s i o n s o f  this bill. An additi ona l Wage a n d  H ou r I n v e s t i g a t o r  

l oc ate d in F a ir b a n k s  and two Wage and H o u r  T e c h n i c i a n s  will be required. 

Costs a s s o c i a t e d  w it h  these po si t i o n s are s u m m a r i z e d  below:

W & H  Tech. W &H  Tech. W & H  Invest. I

A n c h o r a g e  A n c h o r a g e  F a ir ba nk s

Personal S e r v i c e 33.6 33.6 50.3

Travel 0 0 15.0

Contra ctu al 2.0 2.0 2. 0

C o m m o d i t i e s .5 .5 .5

E q ui p m e n t 1.6 1.6 1.6

37.7 37.7 69 .4

Also, an ad dit io na l $ 1 5 , 0 0 0  in travel e x p en s e w o u l d  be i nc u r r e d  by

e x i s t i n g  p o s i t i o n s  f or  travel to the North Slope.

A s su m p t i o n s

1. The m a j o r  u n i t iz a t i o n  a g r e e m e n t s  (P rud ho e Bay a n d  K upa ruk ) will not 

be c o v e r e d  by this bill until FY 88 wh en  the a g r ee m e n t s  are r e n e g o­

tiated.

2. In fl at i o n  on n on- pe r s o n al  s e r vi ce s  items w o u l d  be 4% p er  year.

puce ^ or



position lute j.ja g e ancj |j0 u r  i n v e s t i g a t o r  I No. ol̂ Posiliniis l ^ / M e p
" K S u" " "

CillV.-.; Approy. IJiscpp

1 i m e  b i . n u s
P FT

bull Months

12

Kf Number Location

A n c h o r a g e

Llcclion District

Tvpe of l:.\pcn<li(urc Amount 1

1 2 3

Salarv 67,320

Henr Tilt 20,196
Premium Pay
Oilier

Tolnl Personal Sei vices 07,516

Travel 17,000

Cnnlrai lual A, 000

Cinnniinlilics 1,000
l.ipnpiiieiit 3,200
Ulliti

Tnlal Cost 112,716

Iteveipl Onilc I'linrlim', .Soiirec

l-'e.leral Keeeipls l(!(P
0. I*. Maleli l(!!)3_
fieneral himls 1004 112,716
l-A Receipts 11)05
Pionrain Receipts I02H

CIP Receipts 1061

Oilier

P'or U«£M Use Only

Key Number
.. i

Justification

T h e s e  p o s i t i o n s  w o u l d  m o n i t o r  n e w  o r  r e - n e g o t i a t e d  

oil and  gas lea s e s  an d o t h e r  n atu ral  r e s o u r c e s  

p r o j e c t s  on s ta te  land to e n s u r e  c o m p l i a n c e  w i t h  

r e s i d e n t  h i r e  laws. T h e y  w o u l d  a l s o  hold h e a r i n g s  

w h e n  r e q u e s t e d .

T h e  p o s i t i o n s  w o u l d  i n t e r a c t  w i t h  the D e p a r t m e n t  of 

Natura l R e s o u r c e s  and  i n d u s t r y  c o n t a c t s  to e st a b l i s  

an e f f e c t i v e  m o n i t o r i n g  p r o c e d u r e .

Trave l c o s t s  a r e  to e s t a b l i s h  m o n i t o r i n q  p ro ce d ur e s  

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

1 a w s .•

C o n t ra c t u a l  and c o m m o d i t y  c o s t s  a r e  a v e r a g e  per 

p o s i t i o n  costs. T he  e q u i p m e n t  c o s t s  a r e  for desks, 

c h a i rs ,  c a b i n e t s ,  etc., and  a re  o n e - t i m e  costs.

Request For
New Position

A g e n c y   L a b o r -----------------------------

JiKU L a b o r  S t a n d a r d s  and S a f e t y

W a g e  and  H o u r
Component

l*u)’.e I of 2. 
Iteviseil I),ilr

FY 8 7



To: A l l  M e m b e r s ,  H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e*
From: R o g e r  Poppe, C o m m i t t e e  Aide

Date: M a y  2, 1985

Subject: O v e r v i ew ,  H B  367; R es i d e n t  H ire on Oil and Gas Leases

M E M O R A N D U M

T h e r e  is a c o m p a n i o n  bi l l  in the Senate, SB 271, w h i c h  w a s  

s p o n s or e d  by S e n a t o r  J o s e p h s o n.  This bill changed to a CS by the Senate 

L a b o r and C o m m e r c e  Co m m i t t e e ,  and it c u r r e n t l y  is in Se n a t e  R e s o u r c es  

Committee.

W h i l e  this has b e e n  an o n - g o i n g  issue of conc e r n  to A l a s k a n s  going 

b a c k  to the e a r l y  p i p e l i n e  days, there has not bee n  recent l e g i s l at i o n  

that has focues s p e c i f i c a l l y  on local h i r e  in a s p ec i f i c  industry. In 

fact, the s t a te ' s  local h i r e  l a w  w a s  found to be u n c o n s t i t u t i o n a l  (in 

H i c k l i n  v. O r b e c k ) b e c a u s e  of its b r oadness, and this bil l  a t t e m p t s  to 

correct that d e f i c i e n c y  by  e x c l u d i n g  e m p l o y e r s  who:

a. had no dir e c t  c o n n e c t i o n  to the stat e ' s  oil and gas i n d u s t r y

b. p e r f o r me d  no w o r k  on state land

c. ha d  no c o n t r a c t u a l  r e l a t i o n s h i p  w i t h  the state

d. r e c e i v e d n o  p a y m e n t  f r o m  the state.

The D e p a r t m e n t  of L a b o r  came in w i t h  a p o si t i o n  p a p e r  dated A p r i l  

30, 1985 that listed some 9 m a j o r  areas of c o n c e r n  (see b l u e  s e c t i o n  on 

P o s i t i o n  Papers), and then d e ta i l e d  these 9 areas into 23 d e t a i l e d  

am e n d m e n t s  that are li s t e d  in its p a p e r  titled D e p a r t m e n t  of L a b o r  

P r o p os e d  A m e n d m e n t s  to H o u s e  B ill 367 (see y e l l o w  tab of Su g g e s te d  

Amendments?. T he s e  c o n c e r n s  and s p e c i f i c p r o p o s e d  a m e n d m e n t s  h ave all 

been e n c o r p o r a t e d  i nto a p r o p o s e d  CS by the S p o n s o r  that is in the 

y e l l o w  tab s e ct i o n  also. Th e  3 p a g e s  of S u g g e s te d  A m e n d m e n t s  at the 

front of the y e l l o w  tab s e c t i o n  are rea l l y  a S e c t i o na l  A n a l y s i s  of the 

p r o p o s e d  „S (the w h i t e  tab titled S e c t i o na l  A n a l y s i s  is for the o r i g i n al  

HB 367).

Th e  p r o p o s e d  CS, if it is a p p r o v e d  by the Committee, w i l l  m a k e  it 

wor d for w o r d  the sam e  as the CS SB 271 (L & C ) . T h e  C o m m i t t e e  m a y  w i s h  

to c o n s i d e r  the a d d i t i o n a l  twp p r o p o s e d  a m en d m e n t s  f rom C o m m i s s i o n e r  

F.sther W u n n i c k e  of the Dept, of N a t u r a l  R e sources, dated A p r i l  26, 1985, 

and m a r k e d  in y e l l o w  m a g i c  m a r k e r  (which is found in y o u r  folder u n d e r  

the blue tab m a r k e d  P o s i t i o n  P a p e r s ) .

The F i s c a l  N o t e  r e q u e s t e d  b y  the D e p a r t m e n t  of L a b o r  w a s  so 

c o n f u s i n g  and c o m p l i c a t e d  for the o r i g i n a l  bill, that one wa s  n e v e r  

drawn up; hence, the c u r r en t  FN w a s  m a d e  for the Se n a t e  CS SB 271, w h i c h  

w i l l  a p p l y  to the CS H B  367 if ou r  C o m m i t t e e  adopts that version.

Pl e a s e  no t e  that the f i s c a l  impact is s i z e a b l e  and i n c r e a s es  o ver time.



Introduced A p ri l  11 and referred to the House Special C o mmittee on 

Oil & Gas, R e sources and Finance.

Resident Hire HOUSE B I L L  NO. 3 6 7 . by Reps. Pignalberi, Cotten, Davis,

(under certain Phillips, Hurley, Navarre, Goll and Sund. See Senate Bill 271, 

page 585, identical.

I n troduced April 11 and referred to Labor & Commerce, Judiciary, 

Finance.

H O U S E  B I L L  NO. 368, by Reps. Gru e n be r g  and Pignalberi.

Would adopt the U n i f o r m  Comparative Fault Act. Defines the 

term "fault" to include "...acts or o m i ssions that are in any 

m e a s u r e  negl i g e n t  or reckless toward the person or p r o p e r t y of 

the actor or others, or that subject a person to strict tort 
-• ' ■••• ~ s e f t -  v --- -------------- u r r easonable

INT R O D U C T I O N  OF BIlLS (Senate)

Resident H i r e  SENATE B ILL NO. 2 7 1 . by Senators Josephson, K e rttula, Vic

(under certain Fischer and Zharoff. Would r e q ui r e  Alaska resident hire on

oil & gas certain oil and gas leases and u n i t i z at i o n  a g reements on state

leases) land. Enacts new AS 38.45 establishing the policy and findings

relative to resident employment preference under state leases. 

D irects the Commissioner of L abor to establish resident hiring 

requirements and to establish .Ae m i n i m u m  mo n etary v alue for 

projects subject to the preference. In d e te r m i n i n g  the minimum 

mo n etary v al u e  the Dept, of Labor (DOL) must "co'-pare the benefit 

that enures to state residents w i t h  adm i n i s t ra t i v e  and enforcement 

c o s t s ."

Employers m u s t  submit to DOL evidence of the m o n e t a r y  value, then 

DOL dete r m i n es  whether the p r o j e c t  will be subject to resident hire

provisions, and if so, to what extent. P r e f e r e n ce  w ould only apply

to employment that is performed directly for an employer.

An employer that rejects a q u alified resident in v i o l a t i o n  of the 

n e w  law m a y  be r e q uired to pay the person three times the amount of 

lost wages, plus payment of any expenses.

If DOL finds wilfuJ noncompliance, it may impose any of the 

following p e nalties: (1) increase the rent or other forms of

c o m p e ns a t i o n  received by the state by a factor of n o  m o r e  than 10 

(maximum of $100,000); (2) requ i re  that all or a port io n  of the 

project opera t i o ns  cease; (3) removed, for an unspec i f i e d  number of 

years, the abili t y  of the employer to contract w i t h  the state or 

its political subdivisions; or (4) requ i r e  a n o n c o m p l i a n ce  payment 

in liquidated damages to the state of 7 -1/2 times the number of 

hours r e q u ir e d  but not worked by qualified residents, times the

going w a g e  for the job involved.

DOL or the Dept, of Natural R e s o u rc e s  could als o  seek injunctive 

relief against an employer who is not in compliance; DNR m a y  seek 

injunctive relief to euforce penalties.

Applies to an oil a n d  gas lease, a u n i t i z a t i o n  agreement, or a 

r e n e g o t i a t i on  of a lease or agreement entered into oi. or after the 

effective d a t e  of the bill. Eff e c t i v e  immediately.

Introduced A p r i l  8 and referred to L abor & C om merce and Resources.

■ • ptt t wn 0 7 0  w- Sppator P. Fischer. A p p r o p r i a t e s

'— In P   h

oil & gas 

leases)

U n i f o r m  

C omparative 

Fault Act 

(adoption of)



Bill No. House Bin n0< 3 67 Date April 30j 1935
Tit le "An Act r e q u i r i n g  r esi den t hire u nd e r  Contact. Ro be r t W, Landau

c er t a i n  oil and gas leases and u n it i z a t i o n  £ 65 -2 7 0 0

a g r e e m e n t s  on state land; and p r ov idi ng for  Eilee n Plate

an e f f e c t i v e  date." , 4 65 -2 70 0

house Bill 367 w o u l d  e s t a b l i s h  a res ident hire p r e f e r e n c e  for all e m p l o y m e n t  

on oil and gas p ro je c t s  on s tate land.

U nd er the bill, the D e p a r t m e n t  of L ab or w o u l d  be p r i m a r i l y  r e s p o n s i b l e  for:

(1) e s t a b l i s h i n g  r esi de nt  hir e r e q u i r e m e n ts for each oil and gas p r o jec t on 

state land; (2) m a i n t a i n i n g  and m a k in g  a v a i l a b l e  a list of q u a l i f i e d  r e s i­

dents s e eki ng e m p l o y m e n t  on oil and gas projects; (3) e s t a b l i s h i n g  and 

m o n i t o r i n g  e m p l o y e r  re p o r t i ng  r e q u i r emen ts;  (4) c o n d u c t i n g  inv est i g a ti on s and 

h o ldi ng hea rin gs to d e t e r m i n e  c om pl i a n c e  w i t h  r e s i d e n t  hire r eau ire men ts;

(5) s e eki ng m o n e t a r y  p e na l t i e s  a nd / o r  inj un c t i v e r e l i e f  for non com p l i an ce ; and

(6) p r o m u l g a t i n g  r e qu i re me n t s  for oil and gas pro j e c t s on st ate  land.

B e cau se of  the beneficial im pac t o f  res ide nt hiri ng on the w o r k f o r c e  and the 

e c o n o m y  in ge ner al,  the D e p a r t m e n t  s t r o n g l y  e n d or se s  the p r i nc i p l e  that 

q u a l i f i e d  Alas ka res ide nts  sho ul d be g iven e m p l o y m e n t  p r ef e r e n c e  on natural 

re sou rce  pro jec ts on state land. This is c o n s i s t e n t  w i t h  the v i e w  that a 

state is e nt i t l e d  to giv e p r e f e r e n c e  to its own c it i ze n s  in the d ev el o p m e n t  of 

the state 's natural resources.

A lt ho ug h  the D e p a r t m e n t  s u p p o r ts  House Bill 367, the bill as p r e s e n t l y  d r a ft ed  

w o u l d  have  a s i g n i f i c a n t  fiscal impact. We b el i ev e  this imp act  could be 

reduced through the fo l l ow in g  r ef i n e m e nt  to the bill:

B e cau se of the sub sta nti al c ost in volved in e s t a b l i s h i n g  and m a i n t a i n i n g  

a c o m p r e h e n s i v e  list cf  all q u a l i f i e d  re s i d e nt s for oil and gas e m p l o y­

ment, AS 3 8 . 4 5 .0 30 ( d )  s ho u l d  be a mend ed to re qu i r e  that, upon the r e cei pt 

o f  an e m p l o y e r  jo b o r d e r  for oil and gas e m p l o y m e nt , the D e p ar t m e n t  will 

then scr een  its a p p l i c a n t  pool for q u a l i f i e d  res ide nts  and m ak e  the 

a p p r o p r i a t e  refer ral s. It w o u l d  be ve ry  c o st ly  to m a i n t a i n  an u p da te d  

list of all n u l l i f i e d  r e s ide nts  i n t e re st ed  in oil and gas em plo yment.

In ad di t i o n,  m a k i n g  such a list a v a i l a b l e  to e m p l o y m e n t  agen cie s, unions, 

and o th er  e nt i ti e s  w o u l d  run afoul of both s tat e and federal c o n f i d e n­

tia l i t y  laws. On ce  such an " offi cia l" list of q u a l i f i e d  ap pli ca nt s is 

c i r c u l a t e d ,  the potential for a bu se  of that list is en orm ous . In its 

place, the D e p a r t m e n t  r e c o m m e n d s  a job o r de r / r e fe rr al  s y s t em  s i m i l a r  to 

wh a t  is c u r r e n t l y  done on public c o n s t r u c t i o n  p rojects.

The D e p a r t m e n t  also r e c om m e n d s  a dditional a m e n d m e n t s  as follows:

1. A ddi t i o n al  l e gi s l a t i v e  fin din gs be added to Sec. 3 8 . 4 5 . 02 0  to e m p h a s i z e  

the p a r t i c u l a r  pro ble ms c a u s e d  by n o n - r e s i d e n t  hire in Alaska.

2. The scope of  tho Dill be e xp a nd e d  to incl ude  mineral and timber res our ce 

p r o j e c t s in a dd i t i o n  to oil and gas leases.

P O S I T I O N  P A P E H / D e p a r t m e n t  of Labor



H ou se  Bill No. 367 -2-

3. An add it i o n a l pr ov i s i on  be a d d e d  to Sec. 3 3 . 4 5 . 0 3 0 ( c )  to r equ ire  that 

c o mp a n i e s ,  w h o  c o n t r a ct  w i t h  c o n t r a c t o r s  or s u b c o n t r a c t o r s  w ho  o pe r a t e  on 

s ta te land, i nco rpo rat e, in any c o n t r a c t  e n t e r e d  into a ft e r  the e f f ec t i v e  

date  o f  the bill, a p r c .i s i c n  r e qu i r i n g  tne c o n t r a c t o r  or  s u b c o n t r a c t o r  

to c o m p l y  w i t h  the p ro v i s i o n s  of  c h a p t e r  38.45.

4. The m o n e t a r y  t h r e s ho ld  u n d e r  3 8. 4 5 . 0 5 0 ( b )  be e l i m i n a t e d ,  ma ki n g  the 

D e p a r t m e n t  r e s p o n s i b l e  for e s t a b l i s h i n g  r e s i d e n t  hire  r e q u i r e m e n t s  for 

each c ov e r e d  project.

5. In Sec. 3 8 . 4 5 . 0 6 0 ( b ) ,  s p e c i f y  that a p p l i c a n t s  w h o  have been rej e c t ed  or 

e m pl o y e e s  who  have been t e r m i n a t e d  fr o m  e m p l o y m e n t  have 30 days to 

r e q ue s t  a hea ring, and tha t the D e p a r t m e n t  be g i v e n  20 days, instead of 

10, to nold a h e ari ng a f t e r  a r e q u e st  is r e c e ive d. This will a ll ow  the 

D e p a r t m e n t  s u f fi c i e n t  time  to i nv es t i g a t e  a c o m p l a i n t  and  p rep are  for a 

he aring.

6. U n d e r  3 8 . 4 5 . 0 7 0 ( b ) ( 3 ) ,  the m a x i m u m  pe ri o d  for d e b a r m e n t  from pub lic  

c o n s t r u c t i o n  p r oj ec t s  be e s t a b l i s h e d  as t hr e e  y e a r s  for v i ol a t i n g  

compan ies .

7. A new s u b s e c t i o n  be added to 3 8 . 4 5 . 0 7 0  to s p e c i f y  that the pe na l t i es  of 

h a v i n g  to pay incr eas ed rent  or ha v i n g to c e a s e  o p e r a t i o n s  c oul d a ppl y 

o n l y  if the e m p l o y e r  in v i o l a t i o n  is a les se e u n d e r  lease of a state, 

a ge ncy , or  is a s u b s i d i a r y  or a f f i l i a t e  of the lessee. For ex ample, 

th ese  p e n a l t i e s  w o u l d  be a p p l i e d  w h e n  a c o m p a n y  is in c o m p l i a n c e  w i t h  

this c h a p t e r , but a c o n t r a c t o r  of  s u b c o n t r a c t o r  is not unless the c o m p a n y 

has f a i l e d  to i n c orpo rat e, in any c o n t r a c t  w i t h  the v i o l a t o r  e n te r e d  into 

a f t e r  the e f f e c t i v e  date o f tnis c hap te r,  a p r o v i s i o n  r e q u ir in g  the 

c o n t r a c t o r  or s u b c o n t r a c t o r  to c o m p l y  w i t h  the p r o v i s i o n s  of this chapter.

8. A d e f i n i t i o n  of " qu al i f i e d r e s ide nt"  be i nc l u d e d  in 38.45.090.

9. C l a r i f i c a t i o n  be m a d e  in Sec. 2 of the bill tha t on l y  those r e n e g o­

tiati on s of  c o n t r a ct s that invo lve  m a j o r  c ha ng e s  to d u t i e s  of the p arti es 

will r eq u ir e  i n c o r p o r a t i o n  of the r e s i d e n t  hire p r o v isi ons .

A t t a c h e d  are l i n e - b y - l i n e  a m e n d m e n t s  w h i c h  w o u l d  i n c o r p o r a t e  the D e p a r t m e n t ' s

r e c om me n d a t i on s.

APPROVED:

s si o n e r  

D e p a r t m e n t  of  Labor
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1. Am end  Sec. 3 3 . 4 5 . 0 2 0  by add i n g four addi tio nal  f i nd i n g s , as follows:

1. b ec au se  of its uni cue c li ma t e  and its d is t a n c e  f rom the c o n t i g u o u s

states, the state has h i s t o r i c a l l y  s u f f e r ed  fr o m  un i q u e s oc ial , sea son al,  

g eo g r a p hi c,  and eco n o m i c c o nd i t i o n s  that re s u l t in an u n s t a b l e  ec onomy;

2. the u n s t a b l e  e c o n o m y  is a h a r d s h i p  on the res ide nts  of the s t a t e and 

is a g g r a v a t e d  by the large n umbe rs of seasonal and t r a n s i en t  n o n r e s i d e n t  

wo rke rs;

3. the state has one o f  the h ig h e s t  ratios o f  n o n r e s i d e n t  to res i d e n t  

w orke rs in the nation;

4. the state has a c o m p e l l i n g  in ter est  in r e d u ci ng  the level of 

u n e m p l o y m e n t  among its r esi d e n ts ;

2. A me nd line 1 on page 2 to read:

"e xpl ora tio n, d e v e l o pm en t,  p ro du c t i o n ,  and e x t r a c t i o n  of  natural

re sources on s ta te land,"

3. A m end  line 8 on page 2 to read:

"p rodu cti on,  and e xt r a c t i o n  of natural r e s o u r c e s  on sta te land;"

4. Ame nd lines 16 and 17 on page 2 to read:

"dents f ro m w o r k  in the d e v e l o p m e n t ,  e x p l o ra t i o n ,  p r od u c t i o n  and 

ex tr ac t i o n  of natural r e s o u rc e p ro d u c t s  on st ate  land and from w o r k  in 

servic e o c c u p a t i o n s  on"

5. Ame nd lines 20 and 21 on page 2 to read:

"hired for work on state land, in the d ev e l o p m e n t ,  e x p l o r a t i o n ,  

pr od uc tio n, and e x c r a c t i o n  of s t a t e  res ou rc e s ,  is a p e c u l i a r  so u r ce  of 

the u nemp loy -"

6. Am end  line 24 on page 2 to read:

"been p r e d i c a t e d  upon a s s u r a n c e s  f ro m the natural r e so ur c e  in dus tr ie s

that"

7. A m end  line 26 on page 2 to read:

"tion, d e ve l op me n t ,  and p r od u c t i o n  of natural r e s o u r ce s from s ta t e - o w n e d "

8. A me nd  line 2 on page 3 to read:

"under this s ect ion  on a natural resource' p r o j e c t  on s ta te land that  is"
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9. A m e n d lines 4 and 5 on page 3 to read:

"not d i s c r i m i n a t e  a g a i ns t  q u a l i f i e d  residents in e m p l o y m e n t  on a natural 

r e so u r c e p r o j ec t on s t a te  land." i

1C. A m e n d  line £ on page 3 to read:

"natural r es o u r c e p ro j e c t  on s ta te  land. In m a k i n g  this d et er m i n a t i o n ,  

the"

11. A m e n d  line 15 on page 3 to read:

"ified r e s i d e n t s  to e m p l o y m e n t  in natural r e s o u r c e  pro j e ct s on state 

land,"

12. A m e n d  lines 18 thru 2* on page 3 to read:

"ment, p r o v is i o n s  r e c u i r i n g  c o m p l i a n c e  w i t h  this c h ap te r ,  r eg ul a t i o ns  

a d o p te d  u nd er  this cha pt e r ,  and all later a m e n d m e n t s  to this c h a p t e r  or 

the r e g u l a t i o ns , and a u t h o r i z i n g  p e na lti es u n de r  AS 3 8 . 4 5. 07 0  for fail ure  

to comply. The c o m m i s s i o n e r  shall in c o r po ra te  into e ach lease, 

ag re em e n t ,  or r e n e g o t i a t i o n  a r e q u i r e m e n t  that the le ss e e  i nc lud e a 

p ro v i s i o n  r e q u i r i n g  c o m p l i a n c e  w i t h  this cna pter, later a m e nd m e n t s  of 

this ch ap te r ,  r e g u l a t i o n s  a d o p t e d  u nde r this c h a p te r  and a u t h o r i z i n g  

pe n a l ti es  u n de r A S  3 8 . 4 5 . 0 7 0  in a c o n t r a c t u n de r the lease or a g r e e m e nt  

w i th  c on tr a c t o r s  or s u b c o n t r a c t o r s  w h o  will be o p e r a t i r  ' s tate  land.

(d) An e m p l o y e r  s ub j e c t  to r es id en t hiring r e q u i r e m e n t s  o ld e r  this

ch ap t er  m a y  r e q u e s t  the D e p a r t m e n t  of Labor to a s s i s t  in lo cat ing

q u a l i f i e d  a v a i l a b l e  r e s i d e n t  emp lo ye e s .  A ft er  r e c e i v i n g  a r e q u e st  for

a s si st an c e ,  the d e p a r t m e n t  shall refer q u a l i f i e d  a v a i l a b l e  re sid ent s to 

the e m p l o y e r  to fill the e m p l o y e r ' s  hiring needs. If the d e p a r t m e n t  is 

u n ab l e  to r°fer a s u f fi c i e n t  n u m b e r  of  residen ts,  it m a y  ap pr o v e  the 

hiri ng of  n on r e s i d e n t s  fo r the ba la n c e  of the r eq ues t."

13. A me nd  Sec. 3 8.4 5.0 50,  b e g i n n i n g  on line 29 of pa g e  3 and c on ti n u i n g  thru 

line 16 o f  page 4 to read:

"Sec. 38.45.0 50.  A P P L I C A B I L I T Y  OF CHAPTER. This c h a p t e r  a ppli es to all 

natural r e s o u rc e p ro je ct s  on s tate  land. The D e p a r t m e n t  of L abo r shall 

d e t e r m i n e  the e x t en t  of the r e s i d en t hiring p r e f e r e n c e  for each p roje ct  

u n d e r  AS 38.45. 030 . The p r e f e r e n c e  applie s only to e m p l o y m e n t  that is 

p e r f o r m e d  d i r e c t l y  for an e mp lo ye r . "

14. A m en d  line 21 on page 4 to read:

" e m p lo y m e n t  on a natural r es o u r c e  p roj ect  on s ta t e  land. Re g u l a ti on s  
and"

15. A m e n d  line 26 on page 4 to read:

"ed or an e m p l o y e e  who has been t e r m in at ed  fro m e m p l o y m e n t  may, w i t h i n  30 

dqiys a f t e r  the r e j e c t i o n  or  te rmi n a t i on , req uest"
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16. A m en d  line 1 on page *5 to read:

"the q u e s t i o n  w i t h i n  20 days of r e c e i p t  of  the requ est  unless the

17. A m e n d  line 23 on page 5 to read:

"thr ee  y e a r s ,  the e l i g i b i l i t y  of the e m p l o y e r  to c o n t r a c t  w it h  the state 

or"

18. A m e n d  Sec. 3 8 . 4 5 . 0 7 0  by a d d i n g  a new s u b s e c t i o n  to read:

"(c) The c o m m i s s i o n e r  m a y  impose the p e u J t i e s  u n d e r  (b)(1) and (2) of 

this s e c t i o n  on a lessee on l y  if the les see  it s e lf  has failed to comply 

w i t h  this c h a p t e r  or i n c o r p o r a t e  into the c o n t r a c t  wi t h  the v i o l a t o r  a 

p r o v i s i o n  r e q u i r i n g  c o m p l i a n c e  w i t h  this ch ap te r. "

19. A m e n d  line 13 on page 6 to read:

" p ar ty  to a lease or a g r e e m e n t  for a natural r es ou rc e  p r o j e c t  on state 

land"

20. A m e n d  AS 3 8 . 4 5 . 09 0( 2 ) ,  lines 17 thru 20 on page 6, to read:

"(2) "natural r e s ou rc e  p r o j e c t  on state land" m e a n s  a co nt r a c t,  lease,

u n i t i z a t i o n  ag ree me n t ,  or a r e n e g o t i a t i o n  of  a c o n t r a c t,  lease, or 

a g r e e m e n t  for e x p l or a t i o n ,  d eve l o pm en t,  e x t r a c t i o n  or  p r o d u c t i o n  of oil 

and gas, m i n e r al , or t i m b e r  res our ces  if the state is a p a r t y  to the 

co nt ra c t ,  lease or a g r e e m e n t  and the p r o j e c t  is p e r f o r m e d  in w ho le  or in 

pa rt  on s tate land;"

21. A m e n d  Sec. 3 8 . 4 5 . 0 9 0  by a dd in g  a new d e f i n i t i o n  to read:

" q u a l i f i e d  r es id ent " m e a n s  a r esi den t w h o  p o s s e s s e s  the r e q u i si te  

e d uc a t i o n ,  t ra ini ng,  skill s, or e x p e r i e n c e  to p e r f or m  the work;

22. A m e n d  line 25 on page 6 to read:

"natural r e s o u r c e  p ro je c t  on state land; and"

23. A m en d  Sec. 2, b e g i nn in g  on line 28 on page 6 and c o n t i n u i n g  thru line 1

on page 7, to read:

"Sec. 2. This c h ap t e r  ap pl ie s  to a lease, u n i t i z a t i o n  ag ree me nt , or 

c o n t r a c t  for the d e v e l o p m e n t  of oil and gas, or mine ral  or tim be r 

r e so ur ce s  e nt er e d  into a f t e r  the e f f e c t i v e  date of this Act and  to a 

r e n e g o t i a t i o n  o f  the lease, a g r e e m e n t  or c o n tra ct.  This c h a p t e r  applies 

to the r e n e g o t i a t i o n  a f t e r  the e f f e c t i v e  date of  this Act o f a lease, 

a g re e m e n t ,  or c on t r a c t  e n t e r e d  into bef or e the e f f e c t i v e  date  of this Act 

if the r e n e g o t i a t i o n  r e s u l ts  in a m a j o r  cha nge  to the duti es of a party."
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IN THE HOUSE

BY FIGNALBERI, COTTEN, 
DAVIS, PHILLIPS, HURLEY, 
NAVARRE, GOLL, SUND AND 
FURNACE

2duSP0NS0R SUBSTITUTE FOR HOUSE B I L L  NO. 367 (

v  7IN THE LEGISLATURE OF THE STATE O F  A L A S K A

FOURTEENTH L EGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act requiring resident hire on certain natural

resource projects on state land; and p roviding for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38 is amended by adding a n e w  chapter to read:

CHAPTER 45. R E S IDENT EMPLOYMENT PREFE RENCE U N D E R  STATE LEASES.

Sec. 38.45.010. STATE POLICY. It is the p o licy of the state to 

develop its natural  resources to provide the m a x i m u m  benefi t to the 

people of the state as required by the C o n s t i t u t i o n  of the State of 

Alaska. These benefits include nnployment o pportunities in natural 

resource development projects for residents q u a l i fied for the e m p l o y­

ment, as well as receipt of state revenue f r o m  the development.

Sec. 38.45.020. LEGISLATIVE FINDINGS. The legislature finds:

(1) the findings made in AS 36.10.005 continue to a c c u r a t e­

ly describe the social, economic, and employment s ituation in the

(2 ) chronic un employment can b r e e d  severe social problems 

including a l c o h o l i s m  and domestic violence;

(3) the findings of the De part m e n t  of Labor of the State of 

A laska in its report entitled "Nonresiden ts W o rk ing in Alaska; A  

Special Study to Measure the E c o nomic I mpact of Nonre s i d e n t s  on 

Alaska's E c onomy Du ring Calendar Year 1984" support the n e e d  for a 

resident h iring preference;

(4) there- is a need for timel 3’, accur ate information on the

- 1 - 2d SSHB 367



number of nonresident and resident w o rke rs in industries in the state;

(5) the state has a continuing interest in determining 

wh e t h e r  indirect benefits, including employment opportunities, from 

state expenditures, natural re source projects, and agree m e n t s  c o n c e r n­

ing the state's natural resources accrue to residents of the state or 

to nonresidents;

(6 ) a major factor in the unemployment p r o b l e m  is the 

failure of some employers engaged in the exploration, development, and 

p roduc t i o n  of natural resources on state land, and under leases or 

other agreements granted or permi t t e d  by the state, to e m p l o y  state 

r e s i d e n t s ;

(7) whereas at an earl ier stage of the state's h i s t o r y  it 

was asserted that high unemp l o y m e n t  in the state was due to cultural 

and geographical m i g r ation barriers, the state n o w  has m a n y  residents 

who are qualified, trained, and a v a i la ble for employment in the e x p l o­

ration, development, production, and extraction of n a t u r a l  resources 

on state land;

(8 ) the state has m a d e  significant investments in training 

programs and vocational education to help furnish industry w i t h  q u a l­

ified residents able to w o r k  in the development, exploration, p r o d u c­

tion, and extraction of natural resou r c e  products on state land;

(9) the state's investment in these training and education 

programs w i l l  be of little avail u nless state residents r e c e i v e  em-

- ployment opportunities in n a tur al r e s o u r c e  projects on state land;

(1 0 ) employment of n o n r e s i d e n t s  displaces q u a l i f i e d  r e s i­

dents from work in the development, exploration, p roduc tion, and 

extracti on of natural re source products on state land and f r o m  w o r k  in 

service occupations on state land that directly support the d e v e l o p­

ment, e x p x o r a t i o n ,  and produc t i o n  activities; therefore, the n u m b e r  of



n o nre sidents hired for w o r k  on state land in the development, e x p l o r­

ation, production, and extraction of state res ources is a peculiar 

source of the u nemployment p r o b l e m  n o w  b e s e t t i n g  the state;

(1 1 ) the numbe r of state residents w h o  are unable to find 

w o r k  is consi derably higher than is reflected b y  unemployment  rates

*ed on nationally accepted measxires;

(1 2 ) m a n y  rural state residents who w i s h  to w o r k  do not seek 

employment as frequently as n e c e s s a r y  to meet federal definitions of 

u n e m p l o y m e n t  because of continuing lack of employm ent opportunities in 

rural areas of the state.

Sec. 38.A5.030. U N A V A I L A B I L I T Y  OF P R E F E R R E D  WORKERS. (a) An 

employer subject to hiring requirements under  this chapter m a y  request 

the Department of Labor to assist in locating qualified, eligible 

employees. After receiving a request for assistance, the department 

shall refer qualified, eligible, available resi dents to the employer 

to fill the employer's h i ring needs.

(b) If the department is unable to refer a sufficien t number of 

qualified, eligible, available residents able to p e r f o r m  the work, the 

c ommissioner of labor m a y  approve the h iring of re sidents w h o  are not 

eligible for prefe r e n c e  and nonre sidents for the b a l a n c e  of the r e­

quest .

Sec. 38.45.035. E M P LOYEE QUALIFICATIONS. A n  employer shall 

determine and judge the w o r k  qualifications of applicants  for e mp loy­

ment.

Sec. 38.45.040. REGULATIONS. The commissi oner of labor shall 

adopt regulations in a ccordance w i t h  AS 44.62 (Administrative P r o c e­

dure Act) to implement this chapter and encourage and require the 

hiring of residents to the m a x i m u m  extent p e r m i t t e d  by law.

Sec. 38.45.050. R E S I DENT HIRE REPORT. The a t t orney general and
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28 

29

the commissioner of labor shall report an nua l l y  to the legislature and 

the g o v e r n o r  on the status of employment in the state, the effect of 

n o n r e s i d e n t  employment on the employ ment of residents in the state, 

and m e t h o d s  to increase resident hire. The report shall be submitted 

by J a n u a r y  31 of each year.

Sec. 38.45.060. E L I G I B I L I T Y  F O R  PREFERENCE. (a' A  person is 

eligible for an employment preference u n d e r  this chapter if the person 

certifies eligibility as r equi r e d  b y  the Departme nt of Labor, is a 

resident, and

(1) is r e c e i v i n g  unemp l o y m e n t  benefits under AS 23.20 or 

w o u l d  be eligible to r e c e i v e  benefits but has exhausted them;

(2 ) is not w o r k i n g  and has r e g i s t e r e d  to find w o r k  w i t h  a 

public or private employme nt agency or a local hiring hall;

(3) is u n d e r e m p l o y e d  or m a r g i n a l l y  employed as defined by

the d e p a r t m e n t ; or

(4) has c o m p l eted a j o b - t r a i n i n g  p r o g r a m  approved b y  the 

d epartment and is either not employed or is engaged in employment that 

does not use the skills acqu ired in the j o b - t r a i n i n g  program.

(b) A n  employer subje ct to a r e s i d e n t  hiring requirement un der

this chapter shall certif y that persons employed as residents under  

the p r e f e r e n c e  are eligible for the preference.

Sec. 38.45.070. D E T E R M I N A T I O N  OF U N D E R E M P L O Y E D  AREA. (a) 

I mmed iately following a determ i n a t i o n  b y  the commissioner of labor 

* that a census area, e c o n o m i c  region, or the state as a whole is an 

u n d e r e m p l o y e d  area and for the next two fiscal years after the d e t e r­

mination, qualified r e s i d e n t s  who are eligible unde r AS 38.45.060 

shall be given preference for w o r k  on each natur al resource project on 

state land that is w h o l l y  or partiall y sited w ithin the area.

(b) The commissioner of labor shall determine the amount of w o r k  

!d S F E I  3 6 7  - 4 -



that must  be perf ormed un der this chapter by eligible q u a l ifie d r e s i­

dents. In m a k i n g  this determination, the commissioner shall consider 

the n a t u r e  of the work, the classificat ion of workers, availability of 

eligible residents, a n d  the w i llingness of eligible residents to 

p e r f o r m  the work.

(c) The commis s i o n e r  shall determine that a census area, econo­

mic region, or the s t ate as a whole is an u n d e r e m p l o y e d  area if the 

c ommissioner finds tha..

(1 ) the r a t e  of unemploymen t w i t h i n  the a r e a  is s u b s t a n­

tially h igher than the n a t i o n a l  rate of unemployment;

(2 ) a s u b s t a n t i a l  number of residents in the area have 

experience or training in occupations that would be employed on a 

natural resource p r o j e c t  on state land;

(3) the la ck of employment opportunities in the area has 

contributed to serious so cial or economic problems in the area; and

(4) emplo y m e n t  of workers who are not residents is a p e c u­

liar source of the u n e m p l o y m e n t  of residents of the area.

(d) The commi s s i o n e r  shall define the boundaries of a census 

area or I'.conomic r e g i o n  w i t h i n  w h i c h  a p r e f e r e n c e  applies. In choos­

ing w h e t h e r  to apply a prefe rence to a census area, e c o nom ic region, 

or the state as a whole, the commiss ioner shall apply the preference

to the smallest unit that w i l l  adequate ly address the pr obl e m s  i d e n t i­

fied by the findings.

Sec. 38.45.080. P R E F E R E N C E  F O R  R E S I D E N T S  OF E C O N O M I C A L L Y  D I S­

TRESSED AREAS. (a) I m m e d i a t e l y  followin g a determinat ion b y  the

commissioner that a c ensus  area or economic region of t is an

economically distres sed area, and for the next two fiscal years after 

the determination, q u a l i f i e d  residents of the area w h o  are eligible 

under AS 38.45.060 shall be given preference for at least 50 percent

-5- 2d SSHE 367



1

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

13

19

20

21

27

23

24

2E

2C

of e mploy m e n t  on each n a t ural reso urce p r o ject on state land that is 

w h o l l y  or partially site d w ithin the e c o n o m i c a l l y  dist ressed area.

(b) The commissioner shall d e t e r m i n e  that an area is an e c o n o m­

ically distress ed area if the c o m m i s s i o n e r  finds that

(1) the per capita income of residents is less than 90 

percent of the per capita income of the U nited States as a w h o l e  or 

the u n e m p l o y m e n t  rate in the area e x ceeds the national rate of u n e m­

ployment b y  at least five percentage points;

(2 ) the lack of emplo yment opportunities in the ar ea has 

s u b stantia lly contributed to serious social or economic problems in 

the area; and

(3) employment of wor kers w h o  are not reside: ts is a p e c u­

liar source of u n e m p l o y m e n t  of resid ents of the area.

(c) If the g o v e r n o r  has decla red an area to be an area affected 

by an e c o nomic disas ter ’nder AS 44.33.285, then the prefe r e n c e  for 

residents of the area established u n d e r  AS 44.33.285 - 44.33.310 

supercedes the p r e f e r e n c e  under this section.

(d) The commissioner shall define the boundaries of a census 

area or economic r e g i o n  in w h i c h  a p r e f e r e n c e  applies. In choosing 

whether  to apply a p r e f e r e n c e  to a c ens us area or economic region, 

the commis s i o n e r  shall a p p l y  the p r e f e r e n c e  to the smallest u n i t  that 

will a d e q u a t e l y  address the problems i d e n t i f i e d  by the findings.

Sec. 38.45.090. INCORP O R A T I O N  INTO CONTRACTS, “in order to 

- create, protect, and p r e s e r v e  the right of eligible quali f i e d  r e s i­

dents to employment in n a t u r a l  r e s o u r c e  projects on state land, the 

commissioner of n a tural resources :hall incorporate into each c o n­

tract, lease, u n i t i z a t i o n  agreement, or renegotia tion of a contract, 

lease or unitiz a t i o n  agreement, p r o v i s i o n s  requiring com pli a n c e  w i : h  

this chapter, regulations adopted u n d e r  this chapter, and all later 
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amendments to this chapter or the regulations, and a u t h o r i z i n g  p e n­

alties u n d e r  AS 38.45.120 for failure to comply. T h e  commissioner 

shall incorporate into e a c h  contract, lease, unitization agreement, or 

r e n e g o t i a t i o n  a r equi rement that the lessee include in each contract 

under the lease or a g r e e m e n t  w i t h  contractors or s u b c o n t r a c t o r s  who 

will be oper ating on s tate land a p r o v i s i o n  requiring c o m  'liance with 

this chapter, later a m e n d m e n t s  of this chapter, regulati ons adopted 

under this chapter, and a u t h o r i z i n g  p enalties under AS 38.45.120.

Sec. 38.45.100. R E P O R T I N G  PROVISIONS. An employer o b l i g a t e d  to 

meet resident hiring r e q u i r e m e n t s  u n d e r  this chapter s h a l l  comply with 

the r e p o r t i n g  provisions that the c o mmission er of labor d e t e r m i n e s  are 

r easonably necessary to ca rry out this chapter. Ex cept for s t a t i s­

tical data, information c o n c e r n i n g  s pecific employees is confidential 

and m a y  n o t  be released to the public by the department. However, 

confidential employee i n f o r m a t i o n  m a y  be shared b e tween departments 

for purposes of this chapter.

Sec. 38.45.1 10. HEARINGS. (a) If a person not e n t i t l e d  to a 

preferen ce was hired in a p o s i t i o n  for w h i c h  an eligible a p p l i c a n t  was 

rejecte d or to a p o s i t i o n  from w h i c h  an eligible employee was t e r m i­

nated, the eligible a p p l i c a n t  or eligi ble former employee may, w i t n i n  

30 days after the r e j e c t i o n  or termination, request a h e a r i n g  before 

the D e p a r t m e n t  of L«' bor to de termine w h ether  the e m p l o y e r  v i o lated  

this chapter in denying t h e  a p p l i c a t i o n  or terminating the employment. 

The Depa rt m e n t  of Labor s h a l l  r e v i e w  tb~; request and m a y  h o l d  a hear- 

inp on the question.

(b) The Department of L a b o r  m a y  conduct i n v e s ti gations and 

hearings to determine c o m p l i a n c e  w i t h  this chapter. If the c o m m i s­

sioner of labor finds that an e m p l o y e r  has wilfully f a i l e d  to comply 

wi t h  this chapter, the c o m m i s s i o n e r  m a y  certify the f i n d i n g  to the

-7- 2d SSHE 367



1

2

3

4

5

6

7

8

9

10

11

12

13

14

i5

16

17

18

19

20

21

Department of Natural Resources.

(c) Proceedings under this section are exempt from AS A A . 62 

(Administrative Procedure A c t ) .

Sec. 38.45.120. PENALTIES F O R  E M P L O Y E R S . (a) If the Department

of Labor finds that an employer has rejected a q u a l i f i e d  eligible 

applicant or terminated a q u a l ifi ed eligible employee in v i o l ation of 

this chapter, the department m a y  require the employer to pay the 

person the amount of wages the p e rso n lost and may require additional 

amounts to reimburse the p e r s o n  for actual expenses incurred as a 

result of the wrongful action. Either party may appeal the d e p a r t­

ment's decision under this section to the superior court. The court 

may hear the appeal de novo.

(b) The Department of N a tural Resources upon c e r tifi cation of 

n oncom p l i a n c e  by the Depart m e n t  of Labor under AS 3 8 . A 5.110, may 

investigate and conduct hearings. If it finds wilful noncompliance, 

the departm ent m a y  impose on the employer one or more of the following 

p e n a l t i e s :

(1 ) increase the rent or other forms of c o m p e n s a t i o n  r e­

ceived b y  the state under the p r oject lease or agreement; the increase 

m a y  not e xceed  $ 1 0 0 ,0 0 0 ;
(2 ) remove, for an a ppropriate period of time not to exceed 

three years, the e l igibility of the employer to contract w i t h  the 

state or a n y  of its political  subdivisions; or

(3) require a n o n c o m p l i a n c e  payment in liquidated damages 

to the state in an amount equal to seven and one-half times the number 

of hours r e q u i r e d  but n o t  w o r k e d  b y  eligible qualified residents 

m u l t i p l i e d  by the going w a g e  or salary rate for the partic u l a r  job or 

activity involved; the p a y ment m a y  not exceed $ 2 0 0 ,0 0 0 .
(c) The commissioner m a y  impose the penalties u nder this section 
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on an emplo y e r  only if the employer  itself has failed to comply with 

this chapter or incorporate into the contract, lease, or unitization 

a g r e e m e n t  w i t h  the v i o l a t o r  a p r o v i s i o n  requiring compliance w i t h  this 

c h a p t e r .

(d) The Department of Labor or the Department of Natural R e sour­

ces, in addition to the impo si t i o n  of penalties under this section, 

m a y  seek injunctive r e l i e f  against a person who is not in compliance 

w i t h  this chapter. The Depart m e n t  of Natural Resources m a y  seek 

I i n junctive relief to enfo rce p e n a lties  imposed under this section.

■ C /
Sec. 38.45.130. P E N A L T I E S  F OR APPLICANTS AND EMPLOYERS. (a) A 

p e r s o n  _Jho makes a false sworn st atement in connection w i t h  a certi­

fication of eligibility for an employme nt preference under this chap­

ter is subject to c r i minal  p i o s e c u t i o n  for perjury as provided in 

AS 1 1 ,56.200.

(b) A  person who makes an u n s w o r n  falsification, w i t h  the intent 

to m i s l e a d  a public servant in the performance of a duty, in conne c­

tion w i t h  a cert ification of e l i g i b i l i t y  for an employment preference 

under this chapter, is subject to cr minal prosecution  as provided in 

AS 11.56.210.

(c) In addition to c r i minal penalties  imposed by state law, if a 

p e r s o n  is conv icted of a crime in c onnect ion w i t h  a false statement 

m a d e  in a certif i c a t i o n  r e q u i r e d  u n d e r  AS 38.45.060, and the convic­

tion is n o t  reversed, that p e r s o n  shall forfeit all future rights to 

e l i g i b i l i t y  for an employ m e n t  p r e f e r e n c e  under this chapter.

Sec. 38.45.200. A P P L I C A B I L I T Y  O F  CHAPTER. This chapter applies 

to all n.' cural resource p r o j e c t s  on state land. The preference app­

lies only to employment that is p e r f o r m e d  directly for an employer. 

Sec. 38.45.250. DEFIN ITIONS. In this chapter

(1 ) "available" m e a n s  p h y s i c a l l y  present at the place of
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hire at the time r e q u e s t e d  by the employer;

(2 ) " em ployer" m eans a person other than the state who is a 

party to a contract, lease, or unitization ag reement for a natural

resource project on state land and the person's affiliate, principal, 

subsidiary, contractor, or subcontractor if the a c t i v i t y  of the affil­

iate, principal, subsidiary, contractor, or s u b contract or is performed 

on state land;

(3) "natural resource project on state land" means a p r o­

ject au thor i z e d  by a contract, lease, u n i t i z a t i o n  agreement, or a

re n e g o t i a t i o n  of a contract, lease, or u n i t i z a t i o n  agreement for 

exploration, development, extraction or p r o d u c t i o n  of oil and gas, 

leasable mineral, or timber resources if the state is a party to the 

contract, lease or u n i t i z a t i o n  agreement and the p r o j e c t  is performed 

in whole or in part on state land;

(4) " q u a l i f i e d  resident" means a resident w7ho possesses the 

requisite education, training, skills, or e xperienc e to perform the 

work;

(5) "resident " means a person who e s tablish es residency 

under AS 01.10.055;

(6 ) "state land" means all land, including shore, tide, and 

submerged land, b e l o n g i n g  to or acquired by the state.

* Sec. 2. AS 38.45, e n a c t e d  in sec. 1 of this Act, applies to a lease, 

u n i t i z a t i o n  agreement, or cont ract for the developme nt of oil and gas, 

leasable mineral, or timber resources entered into on or after the effec­

tive date of this A c t  and to a re negotiation of the lease, unitization

agreement, or contract. AS 38.45 applies to the r e n e g o t i a t i o n  on or after

the effective date of this A c t  of a lease, u n i t i z a t i o n  agreement, or c o n­

tract entered into before the effective date of this Act if the r e n e g o­

tiation results in a m a j o r  c h ange in the duties of a party.
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* Sec. 3. This Act takes effect immediately in accordance with AS 01.- 

1 0 . 0 7 0 ( c ) .
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( c o n o c o )

John R. Kemp Conoco Inc.
M anager of Alaskan O perations 3201 C Street

Suite 200
Anchorage, AK 99503

April 19, 1985

H o n o r a b l e  Mike Nava r r e 

Ala sk a  S tate L e g i s l a t u r e  

P ouch V (MS 3100)

Juneau, A K  99811

Dear R e p r e s e n t a t i v e  Navarre:

Con oc o  is c u r r e n t l y  c o n s t r u c t i n g  its Milne Point facil i t i e s  to beejme 

the third p r o d u c t i o n  o p e r a t o r  on the North Slope of Alaska. We 

a n t i c i p a t e  p r o d u c t i o n  from Milne Point will be 3 0 , 0 0 0  B0P D in e arly 

1986. C o m p a r a t i v e l y  speaking, the p r o d u c t i o n  from our en t i r e  M ilne 

Point Unit will be less than two a b o v e - a v e r a g e  Prudhoe Bay p r o d u c i n g  

wells. N e e d l e s s  to say, M ilne Point is a m a rg i n a l  field.

As o p e r a t o r  for the M i l n e  Point Unit, Con o c o  has been c h a l l e n g e d  to 

prove that m a r g i n a l  fields, w h i c h  h old th*> key to A l a s k a ' s  future oil 

and gas deve l op m e n t ,  can be e c o n o m i c a l l y  c ( l o p e d  and operated.

T h r o u gh  i n n o v a t i o n an d  ha r d  w o r k  C on o c o  is m e e t i n g  this challe n g e .  Our 

effo r t s  have not been u n i m p e d e d  however. M ilne Point c o n t i n u e s  to be 

b u r d e n e d  wit h  a 207o royalty rate - the high e st  royalty on the North 

Slope, and market forces c o nt i n u e  to a d v e r s e ly  impact the e c o n o m i c s  of 

the project. Wt_ have s t r u g g l e d  to meet the my r i a d  of time c o n s u m i n g  

p e r m i t t i n g  r e q u i r e me n t s ,  and we have c o n s c i e n t i o u s l y  c o m p l i e d  w i t h  all 

a p p l i c a b l e  S tate and Feder a l  regulations.

We n o w  find o u r s e l v e s  faced with the l i k lihood of further i m p e d i m e n t s  in 

the form of Senate Bill No. 271 (House Bill No. 367). This bill, if 

e n a c t e d  into law, w i l l  force Co n o c o  to devote addi t i o n a l staff to our

h uman r e sources efforts, subject us to a dd i t i o n a l  r e p o r t i n g and record

k e e p i n g  requi r e m e nt s ,  and expose us to p o t e n t i a l l y  cos t ly  law suits and 

p e n a l t i e s  eve n  though we c u r r e n t l y  employ a hi r i n g  p r e f e r e n c e  for 

A l a s k a n  residents. A d d i t i o n a l  costs in terms of money, m a npower, and 

time, are s i g n i f i c a nt  and will ha m p e r  the full d e v e l o p me n t  of the M i l n e  

Point Unit.

Con oc o  is pr o u d  of its effo r t s  in h i r i n g  A l as k a n s  and e m p l o y i n g  A l a s k a n  

firms d u r i n g  our r e l a t i v e l y  short p e r i o d  of involvement in Alaska. We 

do not feel that we should be sub j e c te d  to additi o n a l  g o v e r n m e n t  

regulation. We urge you to support m a rg i n a l  oil field d e v e l o p m e n t  in

Alaska, and vote a g a i n st  Se n a t e  Bill No. 271 (House Bill No. 367).

t r u l y .

. R . Kemp 

M a n a g e r  of A l a s k a n  O p e r a t i o n s

km





Discovered in 1980

Project commitment in 1984

First oil due<in early 1986

Located 35 miles northwest of Prudhoe Bay; 650 miles north of 
Anchorage; 240 miles north of the Arctic Circle .

Processing capacity 32,000 barrels of oil a day

Number of wells (Phase Ij 18 producers, 12 water injectors and four 
service weils.Eighteen Wells were drilled in advance of project • .
development •". * ' . .. ~

Recoverable reserves estimated in*excess of million barrels 
(Phases l-IV) " : v  \ v ; : ’

Cost $325 million (Phase'l), $800 million (Phases l-IV) „

Pipeline 14-inch, .11 Vi-.mije line tied to the Trans Alaska Pipeline via the 
Kuparuk line- ' . V  .

Accommbdation for 350 people

Temperature variatiptv-80 degrees F to 80 degrees F

mafrost 1,800 ft. to 2,000 ft. thick

A P recedent Is S e t
I ' "  ■ v  • ■ ~  • V  •

Only windswept acres de- 
' fined Milne Point, Alaska, on 

January 2 6 ,1984.
That same day, Conoco and 

its p a rse rs  shook hands on 
a decision to develop Milne 

. Pdint as the first small oil 
.• field on the, North Slope. 
v While Mijne Point’s  recov- 

erableTeserves are estimated 
in exdfess of 100 million bar­
rels, they are modest by 
Alaskan standards. To make 
oil production economic from 
ter and design more frugally than ever attempted in such a desolate spot.
*  The challenge wasrto compress three-years of work into two years

, something that had neyer been tried on the North Slope. - ' . '
.. Only one year after’project approval, an operations complex for housing, 
recreation and office space for 359 people was:completed and construc­
tion had begun bn a pipeline. To sate  additional time ahd money, Conoco 
engineers created an innovative method for building the oil processing 
equipment. This procedure allowed for pre-commissioning and testingiof 
the processing equipment before transporting it from Everett, Wash., to the i 
North Slope.by sea lift. • \  ^  v
* When oil begins flowing in early.1986,.the first phase of Milne Point will 
be achieved, having provided jobs for Alaskans and broadenedthe.state’s 
economic base. Three'more phases of the project.are waiting in the wings, 
contingent on economic conditions. Those phases woiJld make it possible

; ‘to extend production of the field beyond the year 2000. .
: Milne Point is a project that will serve as a’ pattern for the development, 

of other small fields in the Arctic, Conoco —  the third operator on the 
North S lb p e—  is guiding it tp a successful completion.

* a . ' . V  V  • ’ ■
*•" Partners in the Milne Poipt project are: ... .

• •• Operator: Conoco, a subsidiary of the Du. Pqpt Company 
Chevron U.S.A. • •' • .- • ■ :

.  Champlin Petroleum Co., a subsidiary Of .Union Pacific'Corp.
Cities Service Oil and Gas Corp.,•'b wholly owned subsidiary of Occidental 

' Petroleum Corp' ' . '
Reading'S Bates Petrgleym Co.. ■' t

•: • • i 'v, .# .*•••
Front photo: The entrance to thefi/Mne Point operations complex
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D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

O FFIC E OF THE COMMISSIONER

C c AAavAA- 

BILL SHEFFIELD, GOVERNOR

POUCHM
JUNEAU. ALASKA 99811 
PHONE: 907-465 j 400

A p r i l  26, 1 9 8 5

T h e  H o n o r a b l e  M i k e  N a v a r r e  
A l a s k a  S t a t e  H o u s e  
P o u c h  V
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  N a v a r r e :

T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  d e f e r s  t o  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  D e p a r t m e n t  o f  L a w  c o n c e r n i n g  t h e  c o n s t i t u ­
t i o n a l i t y  a n d  a p p l i c a b i l i t y  o f  H o u s e  B i l l  N o .  36 7 .  W e  
w o u l d ,  h o w e v e r ,  p o i n t  o u t  s o m e  o f  t h e  d i f f i c u l t i e s  t h a t  m a y  
b e  i n c u r r e d  w h e n  i m p l e m e n t i n g  t h i s  l e g i s l a t i o n .

D e t e r m i n i n g  w h e t h e r  a p r o j e c t  is s u b j e c t  t o  l o c a l  h i r e  
r e q u i r e m e n t s  c o u l d  b e  a p r o b l e m  in c a s e s  w h e r e  p a r t  o f  a n  
o i l  a n d  g a s  d e v e l o p m e n t  p r o j e c t  is a s h o r e  b a s e d  f a c i l i t y  o n  
a s t a r e  l a n d  l e a s e ;  o r  w h e r e  p a r t  o f  a p r o j e c t  is o n  a n  o i l  
a n d  g a s  l e a s e  h e l d  b y  a n o t h e r  c o m p a n y ;  o r  w h e r e  p a r t  o f  a 
p r o j e c t  is o n  f e d e r a l  o r  p r i v a t e  l a n d .  T h e  r e g u l a t i o n s  
d e v e l o p e d  t o  i m p l e m e n t  H B  367 c o u l d  p r o b a b l y  d e f i n e  m o r e  
s p e c i f i c a l l y  t h e  a p p l i c a t i o n  o f  l o c a l  h i r e  r e q u i r e m e n t s  
u n d e r  t h e s e  s i t u a t i o n s .

T o  a v o i d  p o s s i b l e  d i f f i c u l t i e s  a s s o c i a t e d  w i t h  r e q u i r i n g  t h e  
i n c o r p o r a t i o n  o f  a l o c a l  h i r e  c l a u s e  w h e n  m i n o r  c h a n g e s  a r e  
m a d e  in e x i s t i n g  l e a s e s  o r  ur.it a g r e e m e n t s ,  w e  s u g g e s t  t h e  
f o l l o w i n g  c h a n g e s  t o  l i n e  17, p a g e  3: A d d  t h e  w o r d  " n e w "
b e f o r e  t h e  w o r d  " u n i t i z a t i o n "  a n d  r e p l a c e  " r e n e g o t i a t i o n "  

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

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

In 1 9 8 0 ,  t h e  s t i p u l a t i o n  r e a d :

L e s s e e s  s h a l l  c o m p l y  w i t h  a l l  v a l i d  a n d  a p p l i c a b l e  l a w s  
a n a  r e g u l a t i o n s  w i t h  r e g a r d  t o  t h e  h i r i n g  o f  A l a s k a  
r e s i d e n t s .  L e s s e e  w i l l  n o t  d i s c r i m i n a t e  a g a i n s t  A l a s k a  
r e s i d e n t s ,  a s  p r o h i b i t e d  b y  a p p l i c a b l e  l a w s  a n d  
r e g u l a t i o n s  o f  t h e  S t a t e  o f  A l a s k a .  L e s s e e  w i l l  
f u r n i s h  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r  a q u a r t e r l y
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r e p o r t  r e g a r d i n g  t h e  e m p l o y m e n t  o f  A l a s k a  r e s i d e n t s  o n  
t h e  l e a s e d  a r e a  in c o m p l i a n c e  w i t h  r e g u l a t i o n s  a d o p t e d  
b y  t h e  C o m m i s s i o n e r  o f  L a b o r .

In 1 9 8 2 ,  t h e  p r o v i s i o n  w a s  r e v i s e d  t o  r e a d :

T h e  l e s s e e  is e n c o u r a g e d  t o  h i r e  A l a s k a  r e s i d e n t s  t o  
p e r f o r m  w o r k  d o n e  b y  o r  f o r  i t  w i t h i n  t h e  S t a t e  o f  
A l a s k a  in c o n n e c t i o n  w i t h  t h i s  l e a s e  t o  t h e  e x t e n t  t h a t  
r e s i d e n t s  a r e  a v a i l a b l e ,  w i l l i n g  a n d  q u a l i f i e d .  T h e  
l e s s e e  m u s t  s u b m i t  t o  t h e  D i r e c t o r ,  D M E M ,  a p r o g r a m  
d e t a i l i n g  t h e  a f f i r m a t i v e  s t e p s  it w i l l  t a k e  t o  r e c r u i t  
a n d  h i r e  A l a s k a  r e s i d e n t s  a n d  t h e  s t a t i s t i c a l  
i n d i c a t o r s  it w i l l  u s e  t o  d o c u m e n t  t h e  p r o g r a m ' s  
s u c c e s s .  T h e  l e s s e e  w i l l  s u b m i t  t h e s e  s t a t i s t i c s  
a n n u a l l y  t o  t h e  D i r e c t o r ,  D M E M .

T h e  c u r r e n t l y  u s e d  t e r m  e l i m i n a t e s  t h e  r e p o r t i n g  
r e q u i r e m e n t ,  a t  t h e  r e q u e s t  o f  t h e  D e p a r t m e n t  o f  L a b o r .

T h e  l e s s e e  is e n c o u r a g e d  t o  h i r e  a n d  e m p l o y  A l a s k a  
r e s i d e n t s  a n d  c o m p a n i e s ,  t o  t h e  e x t e n t  t h a t  t h e y  a r e  
a v a i l a b l e  a n d  qualif.-'ad, f o r  w o r k  p e r f o r m e d  o n  t h e  
l e a s e d  a r e a .

L e a s e  t e r m s  r e l a t i n g  t o  t h e  p r o v i s i o n s  in H B  3 6 7  c o u l d  b e  
i n s e r t e d  in o i l  a n d  g a s  l e a s e s  a n d  a g r e e m e n t s  b y  e x i s t i n g  
s t a f f  a n d  m o n i t o r i n g  a n d  e n f o r c e m e n t  a c t i v i t i e s  c o u l d  a l s o  
b e  c o m p l e t e d  b y  e x i s t i n g  s t a f f .

If w e  m a y  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n  a b o u t  t h i s  b i l l  o r  
l o c a l  h i r e  r e q u i r e m e n t s ,  p l e a s e  l e t  m e  k n o w .

S i n c e r e l y ,

E s t h e r  C. W u n n i c k e  
C o m m i s s i o n e r

cc: H o u s e  L a b o r  a n d  C o m m e r c e
C o m m i t t e e  m e m b e r s  

S p o n s o r s



■MEMORANDUM State of Alaska
Department of Natural Resources 

Division of Oil and Gas 
to: L'red Vreeman, NRO DATE. April 16, 1985

FILE NO: 4 - 5 0 9 . 2

FROM

TELEPHONE NO 2 7 6 - 2 6 5 3

s u b j e c t  Renegotiation of Unit 

Agreement}.

Following is a summary of the various types of unitization activities in which 
the State might be construed to have the ability to negotiate or renegotiate 

unit agreement terms. A table listing the unitization activities for the 
past two years for the existing State units is also attached. If you need any 
further information, please advise.

1. Approval of a Un i t ; the creation of a voluntary unit out of separate oil 

and gas leases is approved pursuant to AS 38.05.180(p)&(q), AS 31.05.110, 
and 11 AAC 83.301 —  11 AAC 83.395. The State has the authority to 
renegotiate rental, royalty, minimum royalty, drilling, and producing 
terms under AS 38.05.180(p) and the unitization clauses of the various 

leases.

2. Amendment of a Unit Agreement: bilateral amendment of the unitization
contract originally approved by the State at the time of unitization. In 
most cases, the State does not have any control over the direction of an 
amendment to a unit agreement, although we can negotiate amendment Cor 

addition) of terms we feel are important in return for amendment of other 
terms the unit operator want3 or proposes. For example, a number of units 

have requested approval of amendmerts to their unit agreements postponing 
the formation of a participating area until 90 days prior to production (a 
change from their origina; terms requiring a participating area within 
five years of certification of a well as capable of production in paying 
quantities).

3. Expansion of a Unit: expansion of the unit area of an existing u n i t  to 
include additional leases. We can renegotiate rental, royalty, minimum 
royalty, drilling, and producing terms of certain leases at the time of 
expansion of a unit; however, to date we have only been able to m a k e  the 
renegotiated terms applicable to the leases to be added to the unit. It's 
all a game of negotiation; if the entire unit wants the new leases to be 
added to the unit badly enough, we could probably make the renegotiated 
terms stick to tin. entire unit. So far, we haven't had a strong e ough 
case to cause the terms to b e  added to the entire units; with the upcoming 
expansion of Prudhoe Bay Unit to encompass the leases in the L i s b u m e  

reservoir, we may have such a case (especially since the A0GCC Field Rules 
for that reservoir dictate that no production from the Li s b u m e  may occur 

until the unit has been expanded to include all of the L i sbume leases).

SUMM A R Y  O F  U N I T I Z A T I O N  A C T I V I T I E S
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4. Contraction of a Unit: units are required to be contracted to essentially
their productive acreage within a specified time after the commencement of
production. It is doubtful whether we have the ability to Induce the 
amendment of any unit agreement terms at that time, as the language of the 
unit agreement usually just calls for contraction down to the 
participating area. Possibly we might have some room for negotiation if 
the working interest owners want e larger area than we feel Is abso' Vely 
justified by the geology, but probably not.

5. Approval of Plans of Exploration/Development; each unit Is required to
present a plan of exploration or development pursuant to 11 AAC S3.341 —
11 AAC 83.343. The State is more or leas obliged to approve such plan if 
it meets the terms of those regulations.

6. Extension of Unit Agreement: the State has the authority to approve an
extension of a unit if it has not discovered oil or gas in paying
quantities by the time the original unit agreement expires (usually five 
years from the unit’s initial approval). This happens very rarely.

7. Change in Unit Operator: the State must approve any change in the Un̂ i.
Operator of a Unit. It is possible that we could tie our approval to a 
concurrent amendment of the unit agreement, but I think we would be on 
shaky grounds.

8. Wise. Approvals: the State receives many requests for approvals of 
"iscellaneous activities that do not fall under any of the above 
categories (e.g. deferral of required unit work commitments, extension of 
time to comply with unit agreement of plan of development terms, 
negotiation and construction of emergency storage and field cost 
settlements for productive units, etc.) It is possible that we could 
negotiate the addition of a resident hire terra as a condition of approval 
of certain of these approvals.

2251k

cc: Kay Brown 
Jim Eason 
Bill Yisn Dyke 
Para Rogers 
Renel Hall
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Introduced: 4/8/85
Referred: Labor and Commerce

Resources

BY J0SEPHS0N, KERTTULA
IN THE SENATE V. FISCHER AND ZHAROFF

SENATE BILL NO. 271 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act requiring resident hire under certain oil and

gas leases and unitization agreements on state land; 

and providing for an effect! e date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38 is amended by addi..g a new chapter to read:

CHAPTER 45. RESIDENT EMPLOYMENT PREFERENCE UNDER STATE LEASES.

Sec. 38.45.010. STATE POLICY. It is the policy of the state to 

develop its natural resources to provide the maximum benefi': to the

people of the state as required by the Constitution of the State of 

Alaska. These benefits include employment opportunities in natural 

resource development projects for residents qualified for the employ­

ment, as well as receipt of state revenue from the development.

Sec. 38.45.020. LEGISLATIVE FINDINGS. The legislature finds:

(1) the rate of unemployment among residents of the state 

is one of the highest in the nation;

(2) a major factor of increasing importance in the unem­

ployment problem is the failure of employers engaged in the explora­

tion, development, and production of natural resources on state land, 

and under leases or other agreements granted or permitted by the 

state, to employ state residents;

(3) whereas at an earlier stage of the state's history it 

was asserted that high unemployment in the state was due to cultural 

and geographical migration barriers, the state now has many residents 

who are qualified, trained, and available for employment in the

-1- SB 271



1 exploration, development, and production of oil and gas on state land,

2 but who are not presently employed because an increasing amount of the

3 work they are qualified to perform is being performed on state land by

4 nonresidents;

5 (4) the state has made significant investments in training

6 programs and vocational education to help furnish industry with qual-

7 ified residents able to work in the development, exploration, and

8 production of oil and gas products on state land;

9 (5) unless the trend towards hiring nonresidents is re-

10 versed, the state's investment in these training and education pro-

11 grams will be of little avail, the state policy of maximizing benefits

12 from natural resource development will be thwarted, and the state will

13 suffer the burdens wrought by increasing demands for public assistance

14 and other state services from unemployed residents and their families;

15 (6) employment of nonresidents displaces qualified resi-

16 dents from work in the development, exploration and production of oil

17 and gas products on state land and from work in service occupations on

18 state land that directly support the development, exploration, and

19 production activities; therefore, the growing number of nonresidents

20 hired for work on state land, in the development, exploration, and

21 production of state resources, is a peculiar source of the unemploy-

22 ment evil now besetting the state;

23 (7) state policies favoring stable levels of taxation have

24 been predicated upon assurances from the oil and gas industry that

25 state residents would receive employment opportunities in the explora-

26 tion, development, and production of oil and gas from state-owned

27 land, but data show that these assurances, and the expectations they

28 created, are not being fulfilled.

29 Sec. 38.45.030. RESIDENT HIRE. (a) An employer shall meet the
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resident hiring requirements established by the commissioner of labor 

under this section on an oil and gas project on state lands that is 

subject to a hiring preference under AS 38.45.050. An employer may 

not discriminate against qualified residents in employment on an oil 

and gas project on state land.

(b) The commissioner of labor shall determine the amount of work 

that must be performed under this chapter by qualified residents on an 

oil and gas project on state land. In making this determination, the 

commissioner shall consider the nature of the work, the classification 

of workers, availability of residents, and the willingness of resi­

dents to perform the work. The commissioner shall require an employer 

to make the maximum feasible effort to hire qualified residents for 

jobs on state land.

(c) In order to create, protect, and preserve the rignt of qual­

ified residents to employment in oil and gas projects on state land, 

the commissioner of natural resources shall incorporate into each 

lease, unitization agreement, or renegotiation of a lease or agree­

ment, provisions requiring compliance with this chapter and authoriz­

ing penalties under AS 38.45.070 for failure to comply.

(d) The Department of Labor shall maintain a file of the names 

of qualified residents seeking employment on an oil and gas project on 

state land. The department shall make the file available to an em­

ployer and to an employment or dispatching agency, union, or other 

similar entity.

Sec. 38.45.040. REPORTING PROVISIONS. An employer obligated to 

meet resident hiring requirements under this chapter shall comply with 

the reporting provisions that the commissione.r of labor determines are 

reasonably necessary to carry out this chapter.

Sec. 38.45.050. APPLICABILITY OF CHAPTER. (a) The Departrenr
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of Labor shall determine by regulation the minimum monetary value for 

projects subject to the resident hiring preference under this chapter. 

In determining the minimum value, the department shall compare the 

benefit that enures to state residents with administrative and en­

forcement costs.

(b) An employer shall submit to the department evidence of the 

monetary value of an oil and gas project on state land. The depart­

ment shall determine whether the project is subject to a hiring pref­

erence. If the project is subject to a hiring preference, the depart­

ment shall determine the extent of the preference under AS 38.45.030. 

The preference applies only to employment that is performed direc.ly 

for an employer. The department shall ensure that projects or activ­

ities within projects are not artificially divided to prevent coverage

under this chapter. If the department finds evidence of artificial 

division, the burden is on the employer to show that the division is 

not artificial.

Sec. 38.45.060. REGULATIONS AND HEARINGS. (a) The Department

of Labor and the Department of Natural Resources shall adopt regula­

tions to implement this chapter. The Department of Labor shall adopt 

regulations prohibiting discrimination against qualifieu residents in 

employment on an oil and gas project on state land. Regulations and 

proceedings under this chapter are subject to the Administrative 

Procedure Act (AS 44.62) except as provided in (b) of this section.

(b) An employer shall determine and judge the work qualifica­

tions of applicants for employment. An applicant who has been reject­

ed or an employee who has been terminated from employment may request 

a hearing before the Department of Labor to determine whether the 

employer violated this chapter in denying the application or terminat­

ing the employment. The Department of Labor shall hold a hearing on
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1 the question within 10 days of receipt of the request unless the

2 applicant or employee requests a longer period of time.

3 (c) The Department of Labor may conduct investigations and

4 hearings to determine compliance with this chapter. If the commis-

5 sioner of labor finds that an employer has wilfully failed to comply

6 with this chapter, the commissioner m ;ertify the finding to the

7 Department of Natural Resources.

8 Sec. 38.45.070. PENALTIES. (a) If the Department of Labor

9 finds that an employer has rejected a qualified applicant or term-

10 inated a qualified employee from employment in violation of this

11 chapter, the department may require the eti.ployer to pay the person

12 three times the amount of wages the person lost and may require addi-

13 tional amounts if the person's actual expenses incurred as a result of

14 the wrongful action exceeded the triple wages: assessed. Either party

15 may appeal the department's decision under this section to the su-

16 perior court. The court shall hear the appeal de novo.

17 (b) The Department of Natural Resources?, upon certification of

18 noncompliance by the Department of Labor, under AS 38.45.060, may

19 investigate and conduct hearings. If it finds wilful noncompliance,

20 the department may impose on the employer any of the following pen-

21 alties, as appropriate:

22 (1) increase the rent or other forms of compensation re-

23 ceived Dy the state under the project lease or agreement by a factor

24 of no more than 10; the increase may not exceed $100,000;

25 (2) require that all or a portion of project operations

26 cease;

27 (3) remove, for an appropriate period of time not to exceed

2D   years, the ability of the employer to contract with the state or

29 any of its political subdivisions; or

t
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(4) require a noncompliance payment in liquidated damages 

to the state in an amount equal to seven and one-half times the number 

of hours required but not worked by qualified residents, times the 

going wage or salary a for the particular job or activity involved.

Sec. 38.45.080. INJUNCTIVE RELIEF. The Department of Labor or 

the Department of Natural Resources, in addition to the imposition of 

penalties under AS 38.45.070, may seek injunctive relief against a 

person who is not in compliance with this chapter; the Department of 

Natural Resources may seek injunctive relief to enforce penalties 

imposed under AS 38.45.070.

Sec. 38.45.090. DEFINITIONS. In this chapter

(1) "employer" means a person other than the state who is a 

party to a 1*ise or agreement for an oil and gas project on state land 

and includes the person's affiliate, principal, subsidiary, contrac­

tor, or subcontractor if the activity of the affiliate, principal, 

subsidiary, contractor, or subcontractor is performed on state land;

(2) "oil and gas project on state land" means an oil and 

gas lease, a unitization agreement, or any renegotiation of a lease or 

agreement if the state is a party to the lease or agreement and the 

project is performed in whole or in part on state land;

(3) "resident" means a person who

(A) except for military service, has been physically 

present in the state for a period of 30 days immediately before 

the time the person enters into a contract of employment on an 

oil and gas project on state land; and

(B) shows by all attending circumstances the intention 

to permanently reside in this state.

* Sec. 2. This chapter applies to an oil and gas lease, a unitization 

agreement, or a renegotiation of a lease or agreement entered into on or
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1 after the effective date of this Act.

2 * Sec. 3. This Act takes effect immediately in accordance with AS 01.

3 10.070(c).
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Offered: 4/30/85
Referred: Resources

Original sponsors: Josephson, Kerttula,
V.Fischer and Zharoff

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 271 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act requiring resident hire on certain natural

resource projects on state land; and providing lor an

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38 is amended by adding a new chapter to read:

CHAPTER 45. RESIDENT EMPLOYMENT PREFERENCE UNDER STATE LEASES.

Sec. 38.45.010. STATE POLICY. It is the policy of the state to

develop its natural resources to provide the maximum benefit to the

people of the state as required by the Constitution of the State of

Alaska. These benefits include employment opportunities in natural

resource development projects for residents qualified for the employ­

ment, as well as receipt of state revenue from the development.

Sec. 38.45.020. LEGISLATIVE FINDINGS. The legislature finds:

(1) because of its unique climate and its distance from the 

contiguous states, the state has historically suffered from unique 

social, seasonal, geographic, and economic conditions that result in

an unstable economy;

(2) the unstable economy is a hardship on the residents of

the state and is aggravated by the large numbers of seasonal and

transient nonresident workers;

(3) the rate of unemployment among residents of the state

is one of the highest in the nation;

(4) the state has one of the highest ratios of nonresident 

to resident workers in the nation;
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1 (5) the state has a compelling interest in reducing the

2 level of unemployment among its residents;

3 (6) a major factor of increasing importance in the unem-

4 ployment problem is the failure of employers engaged in the explora-

5 tion, development, and production of natural resources on state land,

6 and under leases or other agreements granted or permitted by the

7 state, to employ state residents;

8 (7) whereas at an earlier stage of the state’s history it

9 was asserted that high unemployment in the state was due to cultural

10 and geographical migration barriers, the state now has many residents

11 who are qualified, trained, and available for employment in the explo-

12 ration, development, production, and extraction of nati-ral resources

13 on state land, but who are not presently employed becau* ±  an increas-

14 ing amount of the work they are qualified to perform is being per-

15 formed cn state land by nonresidents;

16 (8) the state has made significant investments in training

17 programs and vocational education to help furnish industry with qual-

18 ified residents able to work in the development, exploration, produc-

19 tion, and extraction of natural resource products on state land;

20 (9) unless the trend towards hiring nonresidents is re-

21 versed, the state's investment in these training and education pro-

22 grams will be of little avail, the state policy of maximizing benefits

23 from natural resource development will be thwarted, and the state will

24 suffer the burdens wrought by increasing demands for public assistance

25 and other state services from unemployed residents and their families;

26 (10) employment of nonresidents displaces qualified resi-

27 dents from work in the development, exploration, production, and

28 extraction of natural resource products on state land and from work in

29 service occupations on state land that directly support the develop-
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rnent, exploration, and production activities; therefore, the growing 

number of nonresidents hired for work on state land, :Ln the develop­

ment, exploration, production, and extraction of state resources, is a 

peculiar source of the unemployment evil now besetting the state;

(11) state policies favoring stable levels of taxation have 

been predicated upon assurances from the natural resource industries 

that state residents would receive employment opportunities in the 

exploration, development, and production of natural resources from 

state-owned land, but data show that these assurances, and the expec­

tations they created, are not being fulfilled.

Sec. 38.45.030. RESIDENT HIRE REQUIREMENTS. (a) An employer 

shall meet the resident hiring requirements established by the commis­

sioner of labor under this section on a natural resource project on 

state land that is subject to a hiring preference under AS 38.45.050. 

An employer may not discriminate against qualified residents in em­

ployment on a natural resource project on state land.

(b) The coi missioner of labor shall determine the amount of work 

that must be performed under this chapter by qualified residents on a 

natural resource project on state land. In making this determination, 

the commissioner shall consider the nature of the work, the classi­

fication of workers, availability of residents, and the willingness of 

residents to perform the work. The commissioner shall require an 

employer to make the maximum feasible effort to hire qualified resi­

dents for jobs on state land.

(c) In order to create, protect, and preserve the right of qual­

ified residents to employment in natural resource projects on state 

land, the commissioner of natural resources shall incorporate into 

each lease, unitization agreement, or renegotiation of a lease or 

agreement, provisions requiring compliance with this chapter, regula-
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1 tions adopted under this chapter, and all later amendments to this

2 chapter or the regulations, and authorizing penalties under AS 38.45.-

3 070 for failure to comply. The commissioner shall incorporate into

4 each lease, agreement, or renegotiation a requirement that the lessee

5 include a provision requiring compliance with this chapter, later

6 amendments of this chapter, regulations adopted under this chapter and 

authorizing penalties under AS 38.45.070 in a contract under the lease

8 or agreement with contractors or subcontractors who will be operating

9 on state land.

10 (d) An employer subject to resident hiring requirements under

11 this chapter may request the Department of Labor to assist in lcicat-

12 ing qualified available resident employees. After receiving a request

13 for assistance, the department shall r«fer qualified available

14 residents to the employer to fill the employer's hiring needs. If the

15 department is unable to refer a sufficient number of residents, it may

15 approve the hiring of nonresidents for the balance of the request.

17 Sec. 38.45.040. REPORTING PROVISIONS. An employer obligated to

meet resident hiring requirements under this chapter shall comply with

19 the reporting provisions that the commissioner of labor determines are

20 reasonably necessary to carry out this chapter.

21 Sec. 38.45.050. APPLICABILITY OF CHAPTER. This chapter applies

22 to all natural resource projects on state land. The Department of

23 Labor shall determine the extent of the resident hiring preference tor

24 each project under AS 38.45.030. The preference applies only to

25 employment that is performed directly for an employer.

26 Sec. 38.45.060. REGULATIONS AND HEARINGS. (a) The Department

27 of Labor and the Department of Natural Resources shall adopt regula-

28 tions to implement this chapter. The Department of Labor shall adopt

29 regulations prohibiting discrimination against qualified residents in
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1 employment on a natural resource project on state land. Regulations

2 and proceedings under this chapter are subject to the Administrative

3 Procedure Act (AS 44.62) except as provided in (b) of this section.

4 (b) An employer shall determine and judge the work qualifica-

5 tions of applicants for employment. An applicant who has been reject-

6 ed or an employee who has been terminated from employment may, within

7 30 days after the rejection or termination, request a hearing before

8 the Department of Labor to determine whether the employer violated

9 this chapter in denying the application or terminating the employment.

10 The Department of Labor shall hold a hearing on the question within 20

11 days of receipt of the request unless the applicant or employee re-

12 quests a longer period of time.

13 (c) The Department of Labor may conduct investigations and

14 hearings to determine compliance with this chapter. If the commis-

15 sioner of labor finds that an employer has wilfully failed to comply

16 with this chapter, the commissioner may certify the finding to the

17 Department of Natural Resources.

18 Sec. 38.45.070. PENALTIES. (a) If the Department of Labor

19 finds that an employer has rejected a qualified applicant or term-

20 inated a qualified employee from employment in violation of this

21 chapter, the department may require the employer to pay the person

22 three times the amount of wages the person lost and may require addi-

23 tional amounts if the person's actual expenses incurred as a result of

24 the wrongful action exceeded the triple wages assessed. Either party

25 may appeal the department's decision under this section to the su-

26 pericr court. The court *ay hear the appeal de novo.

27 (b) The Department cf Natural Resources, upon certification of

28 noncompliance by the Department of Labor under AS 38.45.060, may

29 investigate and conduct hearings. If it finds wilful noncompliance,
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1 the department may impose on the employer any of the following pen-

2 alties:

3 (1) increase the rent or other forms of compensation re-

4 ceived by the state under the project lease or agreement by a factor

5 of no more than 10; the increase may not exceed $100,000;

6 (2) require that c or a portion of project operations

7 cease;

8 (3) remove, for an appropriate period of time not to exceed

9 three years, the eligibility of the employer to contract with the

10 state or any of its political subdivisions; or

11 (4) require a noncompliance payment in liquidated damages

12 to the state in an amount equal to seven and one-half times the number

13 of hours required but not worked by qualified residents multiplied by

14 the going wage or salary rate for the particular job or activity

15 involved,

16 (c) The commissioner may impose the penalties under (b)(1) and

17 (2) of this section on a lessee only if the lessee itself has failed

18 to comply with this chapter or incorporate into the contract with the

19 violator a provision requiring compliance with this chapter.

20 Sec. 38.45.080. INJUNCTIVE RELIEF. The Department of Labor or

21 the Department of Natural Resources, in addition to the imposition of

22 penalties under AS 38.45.070, may seek injunctive relief against a

23 person who is not in compliance with this chapter; the Department of

24 Natural Resources may seek injunctive relief to enforce penalties

25 imposed under AS 38.45.070.

26 Sec. 38.45.090. DEFINITIONS. In this chapter

27 (1) "employer" means a person other than the state who is a

28 party to a lease or agreement for a natural resource project on state

29 land and includes the person's affiliate, principal, subsidiary,

CSSB 271(L&C) -6-



1 contractor, or subcontractor if the activity of the affiliate, princi-

2 pal, subsidiary, contractor, or subcontractor is performed on state

3 land;

■*4 (2) "natural resource project on state land" means a con-

5 tract, lease, unitization agreement, or a renegotiation of a contract,

6 lease, or agreement for exploration, development, extraction or pro-

7 duction of oil and gas, mineral, or timber resources if the state is a

8 party to the contract, lease or agreement and the project is performed

9 in whole or in part on state land;

10 (3) "qualified resident" means a resident who possesses the

11 requisite education, training, skills, or experience to perform the

12 work;

13 (4) "resident" means a person who

14 (A) except for military service, has been physically

15 present in the state for a period of 30 days immediately before

16 the time the person enters into a contract of employment on a

17 natural resource project on state land; and

18 (B) shows by all attending circumstances the intention

19 to permanently reside in this state.

20 * Sec. 2. T\ is chapter applies to a lease, unitization agreement, or

21 contract for the development of oil and gas, or mineral or timber resources

22 entered into after the effective date of this Act and to a renegotiation of

23 the lease, agreement or contract. This chapter applies to the renegotia-

24 tion after the effective date of this Act of a lease, agreement, or con-

25 tract entered into before the effective date of this Act if the renegotia-

26 tion results in a major change to the duties of a party.

27 * Sec. 3. This Act takes effect immediately in accordance with AS 01.-

28 10.070(c).
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Alaska State Legislature
H o u s e

O ffic ia l Business Pouch V 
State Capi: o l 

Juneau, A laska 99811

M E M O R A N D U M

DATE: M ay 3, 1985

TO: R e p r es en t a t i v e Mike Nava rre

FROM: . R e pr es e n t a t i v e  M a rco  A. Pignalberi

SUBJECT: HB 367, R esi de nt  Hire U nd er  Oil and Gas Leases

E nc losed is a l e tt e r  f r o m  D e p ut y A t t o r n e y  General Ron Lo re ns o n  on the 

subject of r esi den t hire u nd er oil and gas leases dated April 16, 1985.

During the L abo r and C o m m e rc e hearin g y e s t e r d a y  on HB 367, a qu es t i o n  was 

raised c o n c e r ni ng  the c o n s t i t u t i o n a l i t y  of e s t a b l i s h i n g  a res i d en t p refe ren ce  

in all leases on natural re source pro jects on state land As y o u  can see 

From the letter, the state's po sition in d ev el o p i n g  a juund co nstitutional 

ar gum ent  is g re a t l y en ha nc e d  by in co rp o r a t in g " em pl o y m en t ta rg et  groups" into 

any local hire law.

I am having prepared, for y o u r  c o ns id er a t i on , an am en dm en t  to include this 

suggestion.

MAP:m k

En closure
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BILL SHEFFIELD, GOVERNOR

DESM R T31E.VT O F L A W POUCH K - STATE CAPITOL 
JUNEAU. ALASKA 39911 
PHONE: 13071 465-3500

OFFICE OF THE ATTORNEY GENERAL

Auril 16

The Honor a b l e  Fred Zharoff
Uosephson,

Chairman, Senate L a b o r  and 
Commerce Committee 

A l a s k a  State Leg islature 
Pouch V
Juneau, A K  99S11

I am respo n d i n g  to a request  from a m ember of your
staff for our c e m e n t s  regardin g SB 2.71, w h i c h  deals with r e s i­
dent h i r e  under certain oil and gas leases. Unfortunately, I 
will be in /.nchorage at the time of ycur committee's scheduled 
hearing on this bill. However, if any questions arise during the 
course of that hearing, I w o u l d  certainly be happy to respond to 
them u p o n  my return early next week.

As you p r o b a b l y  know, the A l a s k a  Legislatu re first
enacted a resident hire law w i t h  resp ect to state oil and gas 
leases in 1972. That law, AS 38.40, w a s  enforced b y  the D e p a r t­
men t  of Labor throughout the period of const ruction of the Trans- 
A lask a Pipeline, but was ultima t e l y  h e l d  unconstit utional b y  the 
United States Supreme Court in the case of Hicklin v. O r b e c k , 437 
U.S. 518 (197S). SB 271 appears to be an attempt to craft a
residen t hire r e q uirement for employment activity on state oil 
and gas leases, etc., w h i c h  w o u l d  satisfy the concerns of the 
U.S. Supreme Court iii H i c k l i n . However, the n e w  preference 
established by the bill m a y  still be found b y  the courts to 
exceed the pe rmissible scope of a. state's ability to es tablish 
employment preferences for residents, consistent w i t h  the Hicklin 
case.

In H i c k l i n , the U.S. Supreme Court found essentially 
three separate problems w i t h  "Alaska Hire":

1) The court did not believe that the justifications 
advanced b y  the State in favor of the resident prefer- 
en:e were adequate. At the time the legislature 
adopted AS 38.40, it did not have before it an adequate 
factual basis to va lidate its determination that state

P.e: SB 271: Pesident Hire
U n d e r  Oil and Gas Leases

Dear Senator Zharoff:



The Honorable Fred Zharoff 
Chairman, Senate Labor and 

Commerce Committee

Apri l 16, 1985
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intervention in the job m a r k e t  in the form of an 
employment preference for residents was necessary.

2) Even if the State c o u l d  have adequately j u s t ified  
imposing a resident hire r e quiremen t on certain 
employers, the broad sweep of AS 3 S .A 0 in applying to 
any emoloyer who _ b e n e fit ed in some m ann er from the 
"economic ripple effect of A.laska's decision to develop 
its oil and gas resources" simp ly w e n t  too far, in the 
Court's view. As the Court pointed out, "Alaska hire 
extends to employers who have no connection w h a t s o e v e r  
w i t h  the State's oil and gas, p e r f o r m  no w o r k  on state 
land, have no contractual r elat i o n s h i p  with the State, 
and receive no payment f r o m  the State." Hicklin, at 
530.

3) Even if the State could have j u s t ifie d imposing a 
resident hire requirement, and even if it only a p plied  
to an employer who had a direc t re lationship w i t h  the 
State (i.e. by contract or b y  w o r k i n g  on S tate-owne d 
land) the scope of the p r e f e r e n c e  as it a p p l i e d  to 
individual residents was still too broad. In this 
regard, the court note d that "Alaska Hire simply grants 
all Alaskans, regardless of their employment status, 
education, or training, a flat employment p r e f e r e n c e  
for all jobs covered by the Act. . . .  If A laska is to 
attempt to ease its u n e m p l o y m e n t  p r o b l e m  by forcing 
employers w ithin the State to discrimina te against n o n­
residents -- again, a policy w h i c h  m a y  present serious 
constitutional questions -- the means by w h i c h  it does 
so must be closely tailored to aid the u n e m p l o y e d  the 
Act is intended to benefit." H i c k l i n , at 527-528.

While SB 271 does address some of the concerns r a i s e d  
in H i c k l i n , it appears to leave some of them unresolved:

1) A l t h o u g h  the bill sets out a broader and m o r e  
comprehensive set of legislative findings 
(AS 30.45.C20), I am not aware that any factual studies 
or other kinds of inquiries have been conducted w h i c h  
w o u l d  provide a firm basis for these findings. If they 
do exist, they should be p r e s e n t e d  during the course of 
the l e g i s l a t u r e 'ŝ  c o n s i d e r a t i o n  of the bill and made a 
part or the legislative record. In that regard, I 
u n d e r s t a n d  there is a pro posal u nder active c o n s i d e r­
ation in the House (KB 295) w h i c h  woul d a pp ropriate  
$100,000 to the Department of L a b o r  for just such a 
study.
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2) The bill does seem, to address the p r oblem in 
Hicklin of applyi ng the residen t hire requirement to 
too bread a range of employers. Under the bill, only 
employers e n g a g e d  in activity on state lands would be 
subject to the law.

3) The b i l l  does not address the p r o b l e m  in Hicklin 
of giving all state residents an employment preference, 
w h e t h e r  or not they are u n e m p l o y e d  or underemployed. 
In this regard, creating "employment target groups" 
comprised of u n e m p l o y e d  residents, c hro nically u n d e r­
employed residents, and traini n g - q u a l i f i e d  residents 
should respond to those concerns in H i c k l i n .

If I can p r o vide  any further b a c k g r o u n d  or assistance,

R W L :v r b

cc: H o n o r a b l e  J o e  J o s e p h s o n
S e n a t o r

H o n o r a b l e  R e d  B o u c h e r  
R e p r e s e n t a t i v e

please do net hesitate to contact me.

Sincerely,

R o n a l d  W. Lorensen  
D e p u t y  A t t o r n e y  General

H o n o r a b l e  M a r c o  P i g n a l b e r i  
R e p r e s e n t a t i v e


