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Alaska State Legislature

Senator Paul A. Fischer While in Juneau

Senate District D Pouch V
Box 784 Juneau, Alaska 99811
Soldotna, Alaska 99669 (907) 465-3791

(907) 262-9420 W
262-9269 H State Senate

Memo

April 22, 1985

To: Senator Fred Zharoff, Chairman
Senate State A ffairs Committee

From: Senator Paul Fischer

Subject: Senate B ill 254

I introduced this legislation to enable sole proprietors and partners

to be covered under workmans’ compensation laws. The statutes
allow coverage for corporate owners, but do not permit coverage by sole
proprietors and partners. This legislation is modeled after a similar

Oregon law.

I have reviewed the amendments proposed by the Department of Labor and
would support a committee substitute including Labor's proposed

amendments.

I would appreciate your expeditious consideration of this b ill,

attachments:

Backup from sponsor, Sen. Paul Fischer"
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State of Alaska

Director of Insurance
Dept, of Commerce &
Economic Development

Juneau, Alaska 99801
S ir
I wish to call your attention to discrimination in Alaska Workman's

Compensation laws and ask what can be done about it.

According to my insurance agent a sole proprietor of a business must

furnish workmans's compensation insurance for all employees and a Il
uninsured independent contractors. But, he can not be insured on

this policy which he is forced to buy. Not even to the extent of
injuries received on the job, doing the same work his insured employee
and independent contractors are doing and this is discrim ination
against the small independent business man.

I can see some possible reason for excluding the employer from re -

ceving compensation for lost time, but even this is hard to justify.
In the case of real estate brokers, they must cover all independent

contractors. Builders and other business owners are only required to
cover independent contractors if they do not have insurance. Why can
real estate agents who are independent contractors not insure them-

selves? This is an unfair burden on the broker owner.

Most real estate brokers in our area work on listing and sales the

same as their agents and pay commissions to themself the same as-the

agents.

The operation of running the business is done in addition to sales.
In my case most of my income is from sales based exactly the same

as my agents.

Thank you for prompt answers to my questions.

Richard R. Mueller, GRI,CRS,
Broker/Owner

RRM:rm

cc; Sen. Paul Fisher, Rep. Mike Navarre & Rep. Andre Marrou
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The Department of Labor supports the concept of legislation that would give
sole proprietors and partners the opportunity to obtain coverage for
eworkers' compensation. We would propose two amendments to the bill to
correct potential problems', as follows:
1. Amend AS 23.30.239(c) which begins on line 19 to read:
(c) Notwithstanding the provisions of AS 23.30.120¢(a),
a person covered under (a) of this section bears the
burden of proof of the validity of the claim.
Since there is no employee/employer relationship for persons who would
be covered under this b ill, there is no party to raise an affirmative
defense in connection with a claim filed by a sole proprietor or
partner. The proposed subsection (c) attempts to address this problem
by the inclusion of a requirement of "corroborative evidence." That
term could be defined quite broadly, however, leading to an
interpretation which is not necessarily consistent with the intent of
the Alaska Workers' Compensation Act. Our proposed amendment of
subsection (c), which specifically provides that sole proprietors and
partners do not get the benefit of the presumption contained in
AS 23.30.120(a), would clarify the provision and avoid the potential
for interpretations inconsistent with the intent of the Act.
r
2. Amend line 23 to read:
may cancel the election by giving written notice to the
insurer. Notwithstanding the provisions of AS
23.30.030(5), the . ,
This would eliminate the conflict between the proposed subsection (d),
which provides that "The cancellation becomes effective the day
following the filing of notice with the insurer;" and AS 23.30.030(5),
which provides that "A termination of the policy by cancellation is
not effective as to the employees of the insured employer covered by
it until 20 days after written notice of the termination has been
received by the board.”
APPROVED:
e 7Sr<J> *

Jim Robison
Commissioner

POSITIO

N

PAPEDepartment of Labor
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Bill NO. senate Bill 254

Title

"An Act relating to Workers

Compensation.”

The Department of Labor supports the concept of legislation that would give
sole proprietors and partners the opportunity to obtain coverage for
eworkers' compensation. We would propose two amendments to the bill to
correct potential problems, as follows:
1. Amend AS 23.30.239(c) which beyins on line 19 to read:
(c) Notwithstanding the provisions of AS 23.30.120¢(a),
a person covered under (a) of this section bears the
burden of proof of the validity of the claim.
Since there is no employee/employer relationship for persuns who would
be covered wunder this bill, there is no party to raise an affirmative
defense in connection w.ith a claim filed by a sole proprietor or
partner. The proposed subsection (c) attempts to address this problem
by the inclusion of a requirement of "corroborative evidence." Tf ¢
term could be defined quite broadly, however, leading to an
interpretation which is not necessarily consistent with the intent of
the Alaska Workers' Compensation Act. Our proposed amendment of
subsection (c), which specifically provides that sole proprietors and
partners do not get the benefit of the presumption contained in
AS 23.30.120(a), would clarify the provision and avoid the potential
for interpretations inconsistent with the intent of the Act.
»
2. Amend line 23 to read:
may cancel the election by giving written notice to the
insurer. Notwithstanding the provisions of AS
23.30.030(5), the
This would eliminate the conflict between the proposed subsection (d),
which provides that "The cancellation becomes effective the day
following the filing of notice with the insurer;" and AS 23.30.030¢(5),
which provides that "A termination of the policy by cancellation is
not effective as to the employees of the insured employer covered by
it until 20 days after written notice of the termination has been
received by the board.”

APPROVED:

Jim Robison

Commissioner

POSITION

Date
COﬂtaWj L. McClintock

/H 465-2790

April 4, 1985

PAPRO/Departnient of Labor
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Introduced: 3/26/85
Referred: Labor & Commerce

IN THE SENATE BY P_FISCHER

SENATE BILL NO. 254
IN THE LEGISLATURE OF THE STATE O» ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to workers® compensation.”
IT ENACTED BY THE LEGISLATURE OF IHF STATE Or _ftlASKA:

* Section 1. AS 23.30 is amended by adding a new section to read:

Sec. 23.30.239. SOLE PROPRIETORS AND PARTNERS AS EMPLOYEES. (©))
A person who is a sole proprietor, or a member of a partnership, may
elect coverage as an employee under this chapter by making written
application to an insurer. The iInsurer may accept the application and
fix an assumed monthly wage at which the person shall be carried on
the payroll for purposes of this chapter.

(b) When the application is accepted, the person is subject to
the provisions and entitled to the benefits of this chapter. The
person shall promptly notify the insurer whenever there is a change in
the status of the person as a sole proprietor or partner.

(¢ A claim may not be allowed or paid to a oerson covered under
(&) of this section except upon corroborative evidence in addition to
the evidence of the claimant.

(d) A person subject to this chapter as provided in this section
may cancel the election by giving written notice to the insurer. The
cancellation becomes effective the: day following the filing of notice

with the insurer.

-1- SB 254



A la s k a : late ‘~ legislature
Senate
Committee on CaSor & Commerce Pouch V
State Capitol
O fficii'* Business Juneau, Alaska 99811

CS SB 254 (L&C): "AN ACT RELATING TO WORKERS" COMPENSATION"
NOTE: CHAIRMAN NEEDS TO MOVE FOR THE ADOPTION OF THE L&C CS; /
/)a yonu u iis H & > |j

THIS LEGISLATION EXTENDS THE OPPORTUNITY FOR SOLE PROPRIETORS AND

"PARTNERS AS EMPLOYEES" TO OBTAIN WORKERS' COMPENSATION COVERAGE.

THE SENATE LABOR AND COMMERCE CS INCORPORATES CHANGES WHICH WERE
PROPOSED BY THE DEPARTMENT OF LABOR AND BOTH THE DEPARTMENT OF LABOR

AND THE DIVISION OF INSURANCE EXPRESSED SUPPORT FOR THIS BILL.



Chairman's Information:

1) SB 254: "An act relating to worker's compensation"
a) Introduced: P Fischer
b) Co-Sponsors:

2) INTENT: Extends the opportunity for sole proprietors and "partners
as employees"” to obtain workers' compensation coverage.

FISCAL NOTE: none
NOTE: It appears that the title is ratherbroad andl would
suggest a title change to tighten it up.Alsowe have

a L&C CS which contains changes requested by the Dep-

artment of Labor.
3) ADDITIONAL REFERRALS:
4) PUBLIC HEARINGS:
a) Sponsor:
b) Public witnesses:
5) BILL ACTION:
a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from Committee?
d) <close public hearings?
6) COMMITTEE ACTION:

a) amendments?
b) CS adoption? Move for adoption of the L&C CS?



%

JUagka |jitfaie legislature

Senate

Committee on £a6or & Commerce Pouch v
State Capitol

Official Business Juneau, Alaska 99811

SB 254: Summary

This legislation would extend the opportunity to obtain workers'
compensation coverage to sole proprietors or members of a partnership

who wish such coverage. The bill provides that an insurer may accept
the application and fix an assumed monthly wage at which the person
w ill be carried on the payroll for purposes of this chapter.

A fter an application is accepted, the person is entitled to the
benefits of this chapter, and the person must notify the insurer
when there is a change in his status as a sole proprietor or partner.

A person covered under this section bears the burden of proof of the
validity of the claim and may cancel his coverage by giving written
notice to the insurer. The cancellation becomes effective the day

following the filing of such notice with the insurer.
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Original sponsor: P.Fischer

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 254 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to workers' compensation."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 23.30 is amended by adding a new section to read:

Sec. 23.30.239. SOLE PROPRIETORS AND PARTNERS AS EMPLOYEES. (a)
A person who is a sole proprietor, or a member of a partnership, may
elect coverage as an employee under this chapter by making written
application to an insurer. The insurer may accept the application and
fix an assumed monthly wage at which the person shall be carried on
the payroll for purposes of this chapter.

(b)  When the application is accepted, the person is subject to
the provisions and entitled to the benefits of this chapter. The
person shall promptly notify the insurer whenever there is a change in
tha status of the person as a sole proprietor or partner.

(c) Notwithstanding the provisions of AS 23.30.120(a), a person
covered under (a) of this section bears the burden of proof of the
validity of the claim.

(d) A person who has elected coverage under (a) of this section
may cancel the election by giving written notice to the insurer.
Notwithstanding AS 23.30.030(5), the cancellation becomes effective

the day following the filing of notice with the insurer.
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23.30.270 due to a loss which is excluded
by the terms ofthe policy and for which the
employer has paid no premiums. Munz v.
Underwriters at Lloyds, 336 F.2d 798 (9th
Cir. 1964).

Airplane tripsnotwithin coverage of
policy. — Airplane trips to remote fishing
lodges for free recreation were not neces-
sary, incidental or appurtenant to, or con-
nected with the business of the employer
under an insurance policy covering all
operations of every nature incidental to
employer’s hotel and bar. D.K. MacDonald
& Co. v. Alaska Indus. Bd., 14 Alaska 483,

Alaska Statutes

§ 23.30.030

116 F. Supp. 655 (D. Alaska), 117 F. Supp.
401 (9th Cir. 1954). See also Underwriters
at Lloyds v. Munz, 224 F. Supp. 954 (D.
Alaskn 1963), afTd, 336 F.2d 798 (9th Cir.
1964).

Apportionment of liability between
insurance carriers rejected. — See
Underwriters at Lloyds v. Alaska Indus.
Bd.. 17 Alaska 527, 160 F. Supp. 248 (D.
Alaska 1958).

Applied in Providence Washington Ins.
Co. v. Alaska Pac. Assurance Co., Sup. Ct.
Op. No. 2579 (File No. 6398), 654 P.2d 269
1982).

Sec. 23.30.030. Required policy provisions. A policy of a
company insuring the payment of compensation under this chapter is
considered to contain the provisions set out in this section.

(1) The insurer assumes in full all the obligations to pay physician’s
fees, nurse’s charges, hospital services, hospital supplies, medicines,
prosthetic devices, transportation charges to the nearest point where
adequate medical facilities are available, burial expenses, and com-
pensation or death benefits imposed upon the insured under the provi-
sions of this chapter.

(2) The policy is made subject to the provisions of this chapter and
its provisions relative to the liability of the insured employer to pay
physician’s fees, nurse’s charges, hospital services, hospital supplies,
medicines, prosthetic devices transportation charges to the nearest
point where adequate medical facilities are available, burial expenses,
compensation or death benefits to and for said employees or
beneficiaries, the acceptance of the liability by the insured employer,
the adjustment, trial and adjudication of claims for the physician’s fees,
nurse’s charges, hospital services, hospital supplies, medicines,
prosthetic devices, transportation charges to the nearest point where
adequate medical facilities are available, burial expenses, compensa-
tion or death benefits and the liability of the insurer to pay the same
are considered a part of this policy contract.

(3) As between the insurer and the employee or the employee’s
beneficiaries, notice to or knowledge of the occurrence of the injury on
the part of the insured employer is notice or knowledge on the part of
the insurer; jurisdiction ofthe insured employer for the purpose ofthis
chapter isjurisdiction of the insurer; and the insurer, in all things, is
bound by and subject to the orders, awards, judgments and decrees
made against the insured employer under this chapter.

(4) The insurer will promptly pay to the person entitled to them the
benefitr conferred by this chapter, including physician’s fees, nurse’s
charges, hospital services, hospital supplies, medicines, prosthetic
devices, transportation charges to the nearest point where adequate
medical facilities are available, burial expenses, and all installments
of compensation or death benefits awarded or agreed upon under this

166
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chapter. The obligatior iurer is not affected by a default ofthe
insured employer after the injury, or by default in giving a notice
required by this policy. The policy is a direct promise by the insurer to
the person entitled to physician’s fees, nurse's charges, fees for hospital
services, charges for medicines, prosthetic devices, transportation
charges to the nearest point where adequate medical facilities are
available, and hospital supplies, charges for burial, compensation or
death benefits, and is enforceable in the name of that person. The
insurer shall provide claims facilities through its own staffed adjusting
facilities located within the state, or by independent, licensed, resident
adjusters with power to effect settlement within the state.

(5) A termination of the policy by cancellation is not effective as to
the employees ofthe insured employer covered by it until 20 days after
written notice ofthe termination has been received by the board. | f the
employer has a contract with the state or a home rule or other political
subdivision of the state, and the employer’s policy is cancelled due to
nonpayment ofa premium, the termination ofthe policy is not effective
as to the employees of the insured employer covc~ed by it until 20 days
after written notice of the termination has been received by the
contracting agency, and the agency has the option of continuing the
payments on behalfofthe employer in order to keep the policy in force.
If, however, the employer has secured insurance with another insur-
ance carrier, cancellation is effective as ofthe date ofthe new coverage.

(6) All claims for compensation, death benefits, physician’s fees,
nurse’s charges, hospital services, hospital supplies, medicines,
prosthetic devices, transportation charges to the nearest point where
adequate medical facilities are available, and burial expenses, may be
made directly against either the employer or the insurer, or both, and
the order or award of the board may be made against either the
employer or the insurer or both.

(7) If the insurer fails or refuses to pay a final award or judgment
(except during the pendency of an appeal) made against it, or its
insured, or if it fails or refuses to comply with a provision of this
chapter, the insurance commissioner shall revoke the approval of the
policy form, and may not accept further proofs ofinsurance from it until
it has paid the award orjudgment or has complied with the violated
provision of this chapter, and has resubmitted its policy form and
received the approval ofthe form by the insurance commissioner. (8 40
ch 193 SLA 1959; am § 2 ch 1 SLA 1962; am § 2 ch 166 SLA 1972)

NOTES TC DECISIONS

Applied in Providence Washington Ins Stated in Richard v. ""seman’s Fund
Co. v. Alaska Pac. Assurance Co., Sup. Cl. Ins. Co., Sup. Ct. Op. No. i55 (File No.
Op. No. 2579 (File No. 6398), 654 P.2d 26 )  267), 384 P.2d 445 (1963).

(1982).
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Homesv. Fischer, Sup.
ile No. 668), 418 P.2d
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,n Homes v. Fischer,
i5 (File No. 668), 418
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tion (e) of this section
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up. Ct. Op. No. 365
2d 769 (1966).

ion claim. 63 ALR3d

ft

§23.3).115 Labor and W orkers’ Compensation §23.3).120
Sec. 23.30.115. Attendance and fees of withesses, (a) A person is
not required to attend as a witness in a proceeding before the board at
a place more than ICO miles from the person’s place of residence, unless
the person’slawful mileage and fee for one day’s attendance is first paid
or tendered to the person; but the testimony of a witness may be taken
by deposition or interrogatories according to the Rules of Civil Proce-
dure.
(b) A witness summoned in a proceeding before the board or whose
deposition is taken shall receive the same fees and mileage as a witness
in the superior court. (88 23. 24 ch 193 SLA 1959)

Crossreferences. — Forcourtrules on
depositions and interrogatories, see Civ. R.
26-37.

NOTES TO DECISIONS

Applied in Commercial Union Cos. v.
Smallwood, Sup.Ct. Op.No. 1246 (File No.
2443), 550 P.2d 1261 (1976).

Workmen’s Compensation Act as affected

Collateral references. — Competency
by Doadman’s Statute, 77 ALR2d 680.

of witness in proceeding for death under

Sec. 23.30.120. Presumptions, (a) In a proceeding for the
enforcement of a claim for compensation under this chapter it is pre-
sumed, in the absence of substantial evidence to the contrary, that

(1) the claim comes within the provisions of this chapter;

(2) sufficient notice of the claim has been given;

(3) the injury was not proximately caused by the intoxication ofthe
injured employee or proximately caused by the employee being under
the influence ofdrugs unless the drugs were taken as prescribed by the
employee’s physician;

(4) the injury was not occasioned by the wilful intention of the
injured employee to injure or kill self or another.

(b) If delay in giving notice is excusei by the board under AS
23.30.100(d)(2), the burden of proof ofthe v&'idity ofthe claim shifts to
the employee notwithstanding the provisions ?(a) ofthis section. (8 9
ch 193 SLA 1959; am 8§88 11, 13 ch 93 SLA 1982)

present subsection (a), which formerly
read "the injury was not occasioned solely
by the intoxication of the injured
employee,” and enacted the provisions of

Revisor’s notes. — Subsection (b) was
enacted as a part of AS 23.30.100(d)(2).

Renumbered in 1982.
Effect of amendments. — The 1982

amendment rewrote paragraph (3) of subsection (b).

199
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Alaska Statutes
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NOTES TO DECISIONS

This section provides statutory guid-
ance for the supreme court in
evaluating the basis for a board decision.
Cook v. Alaska Workmen’s Comp. Bd.,
Sup. Ct. Op. No. 644 (File No. 1168), 476
P.2d 29 (1970).

A preexisting disease or infirmity
does not disqualify a claim if the work
agg.avatcd, accelerated or combined with
the disease or infirmity to produce the
death. Cook v. Alaska Workmen’ Ccmp.
Bd., Sup. Ct. Op. No. 644 (File No. 1168),
476 P.2d 29 (1970); Burgess Constr. Co. v.
Smallwood, Sup. Ct. Op. No. 2282 (File No.
4502), 623 P.2d 312 (1981).

There is a presumption
compensability under the workmen's
compensation laws. Marsh v. Alaska
Workmen’s Comp. Bt.., Sup. Ct. Op. No.
1745 (File No. 3643), 584 P.2d 1134 (1978).

And that injury is work-connected.
— Since the Workmen’s Compensation Act
creates a presumption that a claim for
compensation comes within the provisions
ofthe statute, it must be presumed that an
injuiy is work-connected in the absence of
substantial evidence to the contrary.
Beauchamp v. Employers Liab. Assurance
Corp.,Sup. Ct. Op. Nc.655 (File No. 1161),
477 P.2d 993 (1970). See also Miller v. ITT
Arctic Servs., Sup. Ct. Op. No. 1602 (File
Nos. 3311, 3312), 577 P.2d 1044 (1978).

The test of coverage should not be
limited to spe :ific or required duties of the
employment, but should include duties
reasonably im Mental to the employment.
Laborers & K. d Carriers Local 341 v.
Groothuis, Sup. Ct. Op. No. 773 (File Nos.
1435, 1459), 494 P.2d 808 (1972).

Hence, where the duties of decedent's
position were broadly defined and included
"anything that would inure to the benefit
ofthe country,” it would be difficult to find
a rational basis upon which it could be
asserted that he was not acting within the
scope of his employment at the time ofthe
crash. Laborers & Hod Carriers Local 341
v. Groothuis, Sup. Ct. Op. No. 773 (File
Nos. 1435, 1459), 494 P.2d 808 (1972).

Compensable activity. — While
labeling nn employee’s activity as
"personal” may not render the ensuing
injury per se noncompensable, the activity
must still be "reasonably foreseeable and
incidental” to the employment, anr' -,at
just "but for" the employment, to en itle
the employee to claim compensation.
Marsh v. Alaska Workmen’s Comp. Bd.,
«up. Ct. Op. No. 1745 (F.ie No. 3643), 584

2d 1134 (1978).

in favor of

A heartattack iswithin the statutory
presumption of compensability ofacci-
dental injuries under the Alaska
Workmen’s Compensation Act. Employers
Com. Union Ins. Cos. v. Schoen, Sup. Ct.

Op. No. 1325 (File No. 2616), 554 P.2d
1146 (1976).
Application of pr esumption. — Pre-

sumption of compensability in subsection
(1) of this section applies in determining
whether an employee’s current problems
are related to an on-the-job injury or arise
from an independent cause. Black v. Uni-
versal Servs., Inc., Sup. Ct. Op. No. 2348
(File No. 4786), 627 P.2d 1073 (1981).

The presumption in paragraph (1) ofthis
section applies to claims of aggravation or
acceleration of a preexisting condition.
Burgess Constr. Co.v. Smallwood, Sup. Ct.
Op. No. 2282 (File No. 4502), 623 P.2d 312
(1981).

The presumption of compensability is
not so limited that it does not apply in
cases where the injury is not shown to
have occurred on the job and is notsudden
or unexplained, but rather the result ofa
preexisting condition which may have
been aggravated by the employment.
Burgess Constr. Co. v. Smallwood, Sup. Ct.
Op. No. 2282 (File No. 4502), 623 P.2d 312
(1981).

Where claimant's theory was that his
employment conditions, particularly his
work on a haul road, aggravated his
preexisting renal dysfunction by
preventing him from getting proper medi-
cal attention and maintaining a low salt
diet necessary to control hypertension,
which accelerated his ultimate renal
failure, such aggravation or acceleration
must be presumed in the absence of sub-
stantial evidence to the contrary. Burgess
Constr. Co. v. Smallwood, Sup. Ct. Op. No.
2282 (File No. 4502), 623 P.2d 312 (1981).

Before the statutory presumption of
compensability attaches, some prelimi-
nary link must be established between the
disability and the employment, and in
claims based on highly technical medical
considerations medical evidence is often
necessary in order to make that con-
nection. Burgess Constr. Co. v.Smallwood,
Sup. Ct. Op. No. 2282 (File No. 4502), 623
P.2d 312 (1981).

The presumption of compensability
found in paragraph (1) of this section is
expressly made applicable to any "pro-
ceeding for the enforcement of a claim for
compensation under this chapter” of the
W orker's Compensation Act, AS 23.30.005
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— 23.30.270. The broad inclusiveness of
this language does not mean that the mere
filing ofa claim gives rise to the presump-
tion of coverage, for there must be some
evidence that the claim arose out of, or in
the course of, employment before the pre-
sumption arises. Burgess Constr. Co. v.
Smallwood, Sup. Ct. Op. No. 2282 (File No.
4502), 623 P.2d 312 (1981).

Presumption mny notbe ignored. —
The question in a particular case of
whtther the employmentdid so contribute
to aggravate or accelerate the final result
is one of fact which is usually determined
from medical testimony, but once a prima
facie case of work-refatedness is made, the
board may notignore the presumption and
allocate the burden of proof to the claim-
ant. Burgess Constr. Co. v. Smallwood,
Sup. Ct. Op. No. 2282 (File No. 4502), 623
P,2d 312 (1981).

The board failed to apply the proper
legal standard where nowhere in its
findings and conclusions was there any
mention of the statutory presumption of
coverage, or ofaggravation or acceleration
of a preexisting condition, and the lan-
guage employed by the board in its deci-
sion suggested that it improperly placed
the burden of establishing
work-relatedness on claimant. Burgess
Constr. Co. v. Smallwood, Sup. Ct. Op. No.
2282 (File No. 4502), 623 P.2d 312 (1981).

Overcoming presumption of com-
pensability. — Two possible ways of
overcoming the presumption of
compensability are (1) by affirmative evi-
dence showing that the death was not
work-connected, or (2) by eliminating all
reasonable possibilities that the death was
work-connected. Miller v. ITT Arctic
Servs., Sup. Ct. Op. No. 1602 (File Nos.
3311,3312), 577 P.2d 1044 (1978); Burgess
Constr. Co. v. Smallwood, Sup. Ct. Op. No.
2282 (File No. 4502), 623 P.2d 312 (1981).

The employer can overcome the pre-
sumption ofcompensability by introducing
affirmative evidence that the assault was
not work-related. Marsh v. Alaska
Workmen’s Comp. Bd., Sup. Ct. Op. No.
1745 (File No. 3643), 584 P.2d 1134 (1978).

Where the statutory presumption of
workers’ compensation coverage governs,
it is necessary for the employer to show by
substantial evidence that the employee’s
continuing back problems did not lesult
from the work-related accident. Rogers
Elec. Co. v. Kouba, Sup. Ct. Op. No. 1990
(File No. 4164), 603 P.2d 909 (1979).

Presumption of compensability not

inconsistent with holding burden of
proof on claimant. — There is no
inconsistency between the presumption of
compensability found in this section and a
holding that the harden of proving that an
injury arose out ofand in the course ofthe
employment rests upon the claimant for
compensation, for the presumption of this
section places a burden on the employer to
go forward with evidence on the issue of
whether the injury arises outside or within
the scope of employment. Once competent
evidence is introduced, the presumption
drops out, and the final burden of proof as
to all essential elements is on the claim-
ant. Anchorage Roofing Co. v. Gonzales,
Sup. Ct. Op. No. 867 (File No. 1533), 507
P.2d 501 (1973).

Burden of proof. — The presumption
of this section applies until such time as
there is evidence that the claimant was
outside the scope of his employment. At
such time the claimant then has the
burden of going forward with evidence of
the job-related nature of the injury.
Anchorage Roofing Co. v. Gonzales, Sup.
Ct. Op. No. 867 (File No. 1533), 507 P.2d
501 (1973).

The employer has the burden of going
forward with the evidence on the issue of
whether the injury arose outside the scope
of employment, but once substantial evi-
dence isintroduced, the presumption drops
out, and the burden ofproving all elements
of the claim falls on the plaintiff.
Fireman’s Fund Am. Ins. Cos. v. Gomes,
Sup. Ct. Op. No. 1230 (File No. 2421), 544
P.2d 1013 (1976).

The Alaska Workmen’s Compensation
Act contains a presumption that an injury
is work-connected in the absence of sub-
stantial evidence to the contrary. Once
substantial evidence is introduced, the
presumption drops out and the burden of
proving all elements of the claim falls on
the claimant. Miller v. ITT Arctic Servs.,
Sup. Ct. Op. No. 1602 (File Nos. 3311,
3312), 577 P.2d 1044 (1978).

Ifa company meets its burden of produc-
ing substantial evidence that the injury
was not work-related, the presumption
would then drop out, shifting the burden of
proving all elements of the claim back to
the claimant. Burgess Constr. Co. V.
Smallwood, Sup. Ct. Op. No. 2282 (File No.
4502), 623 P.2d 312 (1981).

Substantial evidence required to
overcome presumption. — When a
claimant shows that he has been injured at
work, substantial evidence is needed to
overcome the presumption of com-
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pensabiliiy. Marsh v. Alaska Workmen’s
Comp. Bd., Sup, Ct. Op. No. 1745 (File No.
3643), 584 P.2d 1134 (1978). See also
Laborers & Hod Carriers Local 341 v.
Groothuis, Sup. Ct. Op. No. 773 (File Nos.
1435, 1459), 494 P.2d 808 (1972).

For a reviewing court to uphold a deci-
sion ofthe Alaska Workers’Compensation
Board determining that an employer has
rebutted the statutory presumption of
coverage, it must find that the decision is
supported by “substantial evidence.”
Black v. Universal Servs., Inc., Sup. Ct.
Op. No. 2348 (File No. 4786), 627 P.2d
1073 (1981).

"Substantial evidence". — The
supreme court nas consistently defined
"substantial evidence” as "such relevant
evidence as a reasonable mind might
accept as adequate to support a conclu-
sion.” Evidence which is competent or
admissible may nevertheless be insuffi-
cient to overcome the presumption of
compensability; the question whether the
quantum of evidence is substantial is a
legal question. Miller v. ITT Arctic Servs.,
Sup. Ct. Op. No. 1602 (File Nos. 3311,
3312), 577 P.2d 1044 (1978).

"Substantial evidence” is such relevant
evidence as a reasonable mind might
acceptas adequate to supporta conclusion.
Rogers Elec. Co. v. Kouba, Sup. Ct. Op. No.
1990 (File No. 4164), 603 P.2d 909 (1979);
Burgess Constr. Co. v. Smallwood, Sup. Ct.
Op. No. 2282 (File No. 4502), 623 P.2d 312
(1981); Black v. Universal Servs., Inc.,
Sup. Ct. Op. No. 2348 (File No. 4786), 627
P.2d 1073 (1981).

The mere inability to state that the dis-
ability was work-related does not consti-
tute substantial evidence. Miller v. ITT
Arctic Servs., Sup. Ct. Op. No. 1602 (File
Nos. 3311, 3312), 577 P.2d 1044 (1978).

The mere possibility ofanother injury is
not "substantial” evidence sufficient to
overcome the presumption of
compensability. Hoth v. Valley Constr.,
Sup. Ct. Op. No. 2736 (File No. 6750), 671
P.2d 871 (1983).

Affirmative evidence in the form of
expert testimony that decedent’s death
was not work-related was sufficient to
constitute  substantial evidence for
purposes of rebutting the statutory pre-
sumption of compensability. Miller v. ITT
Arctic Servs., Sup. Ct. Op. No. 1602 (File
Nos. 3311, 3312), 577 P.2d 1044 (1978).

Where, even though an employee’s
injury was sustained while he was at work,
there was compelling evidence presented
to indicate that the employee had taken
himselfoutside the scope and duties of his

Alaska Statutes
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employment it. his encounter with a
woman patron and that it was that conduct
which motivated the ascsulton him by the
woman’s hushand, there was substantial
evidence to support the board’s determina-
tion that the assault on the employee was
not work-connected and did not entitle the
employee to compensation. Marsh v.
Alaska Workmen’s Comp. Bd., Sup. Ct.
Op. No. 1745 (File No. 3643), 584 P.2d
1134 (1978).

In order to produce substantial evi-
dence necessary to overcome the statu-
tory presumption of compensability, it is
imperative that the carrier be given an
opportunity to cross-examine the claim-
ant's medical experts and produce its own
medical evidence of lack ofaggravation or
causation. Burgess Constr. Co. V.
Smallwood, Sup. Ct. Op. No. 2282 (File No.
4502), 623 P.2d 312 (1981).

Uncontradicted lay testimony,
coupled with inconclusive medical tes-
timony, can be enough to support a
finding by the board that a physical condi-
tion is causally connected to an accidental
injury sustained in the course of the
employment. Employers Com. Union Co.
v. Libor, Sup. Ct. Op. No. 1162 (File No.
2119), 536 P.2d 129 (1975).

Resolution of doubt as to substance
of medical testimony. — If there is any
doubt as to the substance of medical testi-
mony, it must be resolved in favor of the
claimant. Beauchamp v. Employers Liab.
Assurance Corp., Sup. Ct. Op. No. 655
(File No. 1161), 477 P.2d 993 (1970); Cook
v. Alaska Workmen’s Comp. Bd., Sup. Ct.
Op. No. 644 (File No. 1168), 476 P.2d 29
(1970); Millerv. ITT Arctic Servs., Sup. Ct.
Op. No. 1602 (File Nos. 3311, 3312), 577
P.2d 1044 (1978); Alaska Pac. Assurance
Co. v. Turner, Sup. Ct. Op. No. 2067 (File
No. 4304), 611 P.2d 12 (1980); Kessick v.
Alyeska Pipeline Serv. Co., Sup. Ct. Op.
No. 2171 (File No. 4614), 617 P.2d 755
(1980).

The rule on resolving doubt as to the
substance of medical testimony is properly
applicable only when the substance of a
particular witness’ testimony is in doubt.
Miller v. ITT Arctic Servs., Sup. Ct. Op.
No. 1602 (File Nos. 3311, 3312), 577 P.2d
1044 (1978).

Psychiatrist’s report. — Where a psy-
chiatrist concluded that an injured
employee’s problems were mental rather
than physical, this report could be given
more weight than other doctors' (who were
not psychiatrists) conclusions to the con-
trary and where the psychiatrist's report
was neither doubtful nor ambiguous, it
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overcame the statutory presumption of
compensability. Black v. Universal Servs.,
Inc., Sup. Ct. Op. No. 2348 (File No. 4786),
627 P.2d 1073 (1981).

W here a psychistrist who had no oppor-
tunity to examine the injured employee in
any depth concluded contrary to numerous
physicians who treated her that the
employee’s problems were mental rather
than physical, this was insufficient evi-
dence to sustain the Workers' Compensa-
tion Boards determination that the
employee’s injury was not compensable.
Black v. Universal Servs., Inc., Sup. Ct.
Op. No. 2348 (File No. 4786), 627 P.2d
1073 (1981).

Superiorcourt’s findings ofan occu-
pational disease were supported by
substantial evidence in light of the
whole record. Aleutian Homes v. Fischer,
Sup. Ct. Op. No. 365 (File No. 668), 418
P.2d 769 (1966).

Paragraph (1) presumption held to
operate. — Where deceased was shot and
killed, after closing time while cleaning

Collateral references. — Matters
concluded, in action at law to recover for
the same injury, by decision or finding

up, at the restaurant at which he was
employed as a bartender, by an unknown
assailant, and no words were spoken
during the attack and !e> money was
taken, the presumption of paragraph (1)
operated, since no motive was ound. no
one knew why the assault was committed,
and no pbusible explanation showing the
lack of employment connection was sug-
gested. Fireman’s Fund Am. Ins. Cos. V.
Gomes, Sun. Ct. Op. No. 1230 (File No.
2421), 544 P.2d 1013 (1976).

Presumption of compensability not
overcome. — See Land & Marine Rental
Co. v. Rawls, Sup. Ct. Op. No. 2777 (File
Nos. 6963-7090), P.2d (1984).

Applied in Thornton v. Alaska
Workmen’s Comp. Bd., Sup. Ct. Op. No.
327 (File No. 612), 411 P.2d 209 (1966);
Ruble v. Arctic Gen., Inc.. Sup. Ct. Op. No.
1887 (File No. 3710), 598 P.2d 95 (1979);
Providence Washington Ins. Co. v. Bonner,
Sup. Ct. Op. No. 2818 (File No. 7308),
P.2d (1984).

made in workmen’s compensation pro-
ceeding. 84 ALR2d 1036.

Sec. 23.30.122. Credibility of witnesses. The board has the sole
power to determine the credibility of a witness. A finding by the board
concerning the weight to be accorded a witness’s testimony, including
medical testimony and reports, is conclusive even if the evidence is
conflicting or susceptible to contrary conclusions. The findings of the
board are subject to the same standard ofreview as ajury’s finding in
a civil action. (8 14 ch 93 SLA 1982)

NOTES TO DECISIONS

Absent specific findings by the board board’s decision. Hoth v. Valley Constr.,
that it chose to disbelieve a witness’s testi- Sup. Ct. Op. No. 2736 (File No. 6750), 671
mony, a court will not assume that lack of P.2d 871 (1983).
credibility was a relevant factor in the

Sec. 23.30.125. Review of compensation order, (a) A compensa-
tion order becomes effective when filed in the office of the board as
provided in AS 23.30.110 and, unless proceedings to suspend it or set
it aside are instituted as provided in (c) of this section, it becomes final
on the 31st day after it is filed.
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Bill N° . ienate Bill No. 256 N ate April 5, 1985

Tltle i t ~ct reiating to exposure to microwave ContaCt Richard Arab

radiation in the workplace." 465-4856
Eileen Plate
465-2700
Senate B ill No. 256 provides special employer reporting requirements when an employee

is over-exposed to microwave radiation; requires that employees who may be exposed to
microwave radiation be informed of the potential exposure and trained to safely work
around such radiation; and requires that microwave radiation information be included
on the "Right to Know" poster printed and distributed by the department.

This bill was introduced as a result of an incident in which several workers were
over-exposed to microwave radiation while repairing a radar dish. An estimated
700 workers in Alaska do this type of work. The bill would also cover other workers

who may work around other sources of microwave radiation such as bar and restaurant

employees who use microwave ovens.

The reporting of incidents involving over-exposure to microwave radiation will assist
the department in identifying and correcting work conditions which cause such
exposures; and the employee education and training, as prescribed in the bill, will
effect implementation of protective measures by the employer to safeguard employees,
as well as provide employees with an understanding of the importance of following
safe and healthful work practices. This bill would, therefore, enhance the depart-

ment's efforts to protect Alaska's workers.

The Department of Labor supports Senate B ill No. 256. It will not have a fiscal

impact on the department.

APPROVED:

Jim Robison, Commissioner
Department of Labor

POSITION PAPER/Department of Labor



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill Resolution No.; SB 256 Agency Affected; i.ahnr

Title: "An Act relating to Program Category Affected: public
exposure to microwave radiation..."I1 Protection

Sponsor: Coghill & Josephson BRU, Program or Subprogram(s) Affected:

Requestor: senate Labor & Commerce Occupational Safety & Health

Date of Request: 3/27/Hb

EXPENDITURES/REVENUES: (Thousands of Dollars)
f/ 8b FY 8b Fy 8/ f'y 88 FY 89 FY 9U
OPERATING
I00"FERS0I1AL SERVICES’
200 TRAVEL

300 CONTRACTUAL

400 SUPPLIES

500 EQUIPMENT

500 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS

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

I REVENUE I I 1

FUNDING: (Thousands of Dollars)
JtNtKnu ruNu

-EDERAL FUNDS
DTHER
TOTAL -0 - -0 - -0 - -0 - -0 - -0 -

POSITIONS:

-ull-ihit 0 0 0 | 0 0 0
PART-TIME

| EMPORARY

ANALYSIS: Attach ~"separate page if necessary

Assumes that inclusion of information on microwave radiation on the department's

"Right-to-Know" poster, per Sec. 3 of SB 256, does not have to be incorporated

until the department exhausts its present supply and reprints the poster.
to

Prepared By: Robert ,1. Bacolas, Sr. Phone: 465-4870

Division: Labor Standards A Safpf.v / Date: 3/28/85

Approved by Commissioner: n i V ~ n h i g n n Date: 3/28/85

Agency: Labor

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
O ffice of Management and Budget

Impacted Agency(ies) 7/11/84
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SB 259 "An act relating to the practice ol public accountancy and

providing for an effective date."

The Department of Commerce and Economic Development and the Division of
Occupational Licensing would support this legislation with amendments.

The legislation, as drafted, expands the authority of the licensing board.
The new legislation authorizes the boards to regulate items such as the use

of names and titles, affiliations with other organizations, "reasonable re-
quirements" for unimpaired cjpital, and professional liability insurance.
This practice act allows fcr one not qualified to take an examination within
120 days if .hey expect tc meet the qualifications. The legislation also
restricts th board's ability to protect the consumer by limiting the period
of revocatic or suspension they can enforce for a violatior. Alaska

Statutes 08 J4.485 (Section 23, beginning on page 12) gives the board the
expanded au oority to hold hearings which are not subject to the Adminis-

trative ny,o adures Act (AS 44.62).

A section by section analysis has been prepared by the staff of the Division

of Occupational Licensing. The Division of Occupational Licensing is also
committed to assisting in working with the bill sponsor for a clear and con-
cise legislation that will protect the consumer, provide assistance to those
qualified who are seeking licensing, and the licensing board in their

administrative function without overregulating, overrestricting or expanding

the licensure authority.

Harry D./TresT'ger, D ire”rr
Divisioiuaf Occupational Licensing

>r-Loren TI. Lounsbury, Commissioner
n Department of Commerce & Economic

Development

Date fry

27711



\
STATE OF ALASKA 1985 LEGISLATIVE
FISCAL NOTE

SESSION

Revision Date:

REQUEST FISCAL DETAIL
Bi 11/Kesolution No.: SB 259 Agency AtTected: Commerce &Econ. Dev.
Title: Practice of public Program Category Affected:
accounting Consumer P rotection

Sponsor: senator Zharoff BRU, Program or SuDprogram(s', Affected:
Requestor: Occupational Licensing
Date of Request:
EXPENDITURES/REVENUES: (Thousands of Dollars!

Mf as Mr to Mf b/ FYy 88 FY 89 FY 90

OPERATING
100 PERSONAL SERVICES 0 - Lo - o L0 - 20 -
200 TRAVEL 0 - 0 - L0 0 - .0 -
300 CONTRACTUAL 6 4 7 .7 8
400 SUPPLIES
500 EQUIPMENT
600 LAND 4 STRUCTURES
700 GRANTS, CLAIMS
300 MISCELLANEOUS 1 s
TOTAL OPERATING 1 .6 .7 .7 .7
CAPii AL
REVENUE | [N

FUNDING: (Thousands of Dollars)
jLi.Cttnt. TUIt 1 6 7 i 7 7 1 8
FEDERAL FUNDS ! { | |
3THER . : 1 |
TOTAL 6 1 7 1 7 - .8
POSITIONS:
I"U]LIL'-“NQt, .0 - g o o —o
3ART-TIME 1 |
TEMPORARY . 1 |
ANALYSIS: Attach a separate page if necessary
This legislation expands the authority the Board to regulate
such items as, the use of names and title s , affiliations w ith
organizations, requirements for unimpared capital and professional
lia b ility insurance. The b ill also establishes new requirements
processing regulation projects, and allow the board to hold
that are not subject to the Administrative Procedure Act (AS 44.62).

S trickler, Mgnt*Analyst

X fcr-

Prepared By: Jennifer

Division: Occupational Licensing

AN

Approved by Commissioner/irLoren H. Lounsbury

Agency: Commerce & Economic Development
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor

Requestor
O ffice
Impacted Agency(ies)

of Management arid Budget

3.65-2144
cS /nhL//S /9 ttS

Phone:

Date:

Date:

7/ 1/84

other

hearings



SB 259 FISCAL IMPACT

300 Contractual Services:

Section 08.04.080 requires a copy of proposed

regulations to be sent to each licensee. R egulation
projects average about eight (8) pages, and based on
773 current licensees, the following costs would apply;
773 x .26C per set = $200.98

Postage at .22C per envelope x 773 = $170.06

Sections 16, 17, 18 of the b ill requires the board to
establish fees for registration of a ffiliations with
organizations, registration of offices, and use of

names and title s .

I'n compliance with the Administrative Procedure Act,

notices must be published in a newspaper of general
circulation. Therefore, advertising costs of $60 per
ad in three (3) major papers of the State would apply.
$60 x 3 newspapers = $180,00

TOTAL COSTS = $551.04

Revenues:

*** There are 18 public accountancy corporations currently
licensed. Once the fee mentioned in sections 16,17 and
18 is established, an immediate fiscal impact would be
generated from the 18 corporations already licensed.
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DAVID H. THORSNESS
RICHARO O. GmNTZ
JAMES M POWELL
BRIAN J. BRUNDIN
MARCUS R. CLAPP*
KENNETH P. JACOBUS
GARY W. GANTZ
JERRY E. MELCHER
JOE M HUDDLESTON
SIGURD E. MURPHY
RICHARD D. THALER
CARL J. D. BAUMAN
FRED B. ARVIDSON
DENNIS M BUMP*
MARY K. HUGHEJ
FRANK A. PFIFFNER
RALPH R. BEISTLINE*
GORDON J. TANS***
R. CRAIG HESSER
ROBERT L. MANLEY
JAMES M GORSKI
TIMOTHY R. BYRNES

+ FAIRBANKS OFFICE
** JUNEAU OFFICE
** *VALDEZ OFFICE

Senator

Alaska

Pouch V
Juneau,

Re: Alaska

Richard I.
State

Alaska

JAMES M SEEDORF
RONALD E. NOEL*
FREDERICK J. ODSEN
MICHAEL L. LESS MEIER* *
STEVEN S. TERVOOREN
MATTHEW K. PETERSON
JOSEPH R D. LOESCHER
JAMES F. KLASEN
KENNETH D. LOUGEE*
KENNETH F. BRITTAIN
DAVID H. MERSEREAU
CORY A CARLSON

EARL M SUTHERLAND
CRAIG A. CARLSON
JAMES E. RAMSEY
JOSEPH S. SLUSSER*
LESLIE A MORRILL
JOHN B. THORSNESS
JAMES R. SZENDER

GAIL M BALLOU*
GREGORY W. LESSMEIER*

99811

Statute

Dear Senator Eliason:

..isapter

tions,

know, |

asked on behalf of an a ffiliate of Allstate
Allstate Motor Club, Inc ., to look into th is
Allstate Motor Club, is an Automobile Service
which provides its members with the benefits that
in the <club's "O fficial Service Contract", a copy of

enclosed
by licensed
authorized
addition

with various Sears,
Company b ills and other
m ail programs.

Members are

involving

claim s,

rent a

legal
theft/hit-and-run
car discounts,

stopped by

representative

for your
Allstate

by direct

towing and
defense

Eliason
Legislature

21.59.

your o ffice
59 of T itle 21,
w hich was

dealing
this
Allstate

passed

inform ation.
Insurance
representative
mail efforts.
Roebuck and
promotional

entitled

claim s,

protection.
Discovery

Hughes Thorsness Gantz
Powell & Brundin
ATTORNEYS AT LAW
210 FERRY WAY. SUITE |00

JUNEAU. ALASKA 09001
TELEPHONE (907) 500-5912

February 21, 1985

Automobile Service

today to
with Automobile
la st le gislative

Insurance Company,

Prospective members

Company each
of the Allstate
M ail
Company and
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Allstate Insurance Company indemnifies Allstate Motor Club
through a $20 m illion protective policy. Allstate Life Insurance
Company, also an a ffilia te , insures motor club members for acci-

dental death or dismemberment.

As of December 31, 1984 Allstate Motor Club had 1,268,000
members nation-wide, and 4,741 members in Alaska.

During the past legislative session,chapter 59 of T itle 21
was enacted. Alaska Statute 21.59.020(a)expressly provides that
a person providing or intending to provide "Automobile Service
Corporation services s hall be incorporated as a nonprofit
corporation"'.". .1l (emphasis added). Allstate Motor Club is not
a nonprofit corporation. I have looked through the legislative
history of chapter 59, and have not discovered any discussion
dealing w ith the "nonprofit" aspect of this b ill. The
"nonprofit" requirement o f this b ill woill effectively put
Allstate Motor Club out of business in Alaska, and we simply do
not believe that was the intent of this legislation. I f the
"nonprofit" aspect of this le gislation is not removed, Allstate
Motor Club w ill not be eable to continue to do business in Alaska
and we would hope this legislation could be corrected to prevent
this from occurring. This could be accomplished simply by
removing the word "nonprofit" from AS 21 .'59. 020 (a). We would
think this amendment would be simply a technical amendment and
would hope that it would be noncontroversial. We stand ready to

provide any further information you feel might be of assistance.

Sincerely

HUGHES THORSNESS GANTZ
POWELL & BRUNDIN

By;

Michael L. Lessmeier

Enclosure
MLL/mh

cc; Rep. Fritz P ettyjohn



STATEMENT BEFORE
SENATE LABOR AND COMMERCE COMMITTEE
HEARING ON SB 260
PRESENTED ON BEHALF OF ALLSTATE MOTOR CLUB, INC.

April 3, 1985

Mr. Chairman, members of the Labor and Commerce Committee, my
name is Michael Lessmeier. I am a lawyer from Juneau and am here
on behalf of Allstate Motor Club, Inc. to support Senate B ill
260, which would allow a profit or non-profit corporation to

obtain authorization as an automobile service <corporation.

During the past legislative session, Chapter 59 of Title 21 was
enacted. AS 21.59.020(a) states that a person providing or
intending to provide "automobile service corporation services
shall be incorporated as a non-profit corporation "
(emphasis added). The legislation before you would simply delete
the "non-profit" aspect of Chapter 59 and thus allow a corpora -
tion authorized as an automobile service corporation under a
certificate of authority issued by the Division of Insurance to
provide automobile service corporation services. I'n researching
the legislative history of Chapter 58, we have not discovered any
discussion dealing with the "non-profit" aspect of this b ill and
we can conceive of no reason why a duly authorized corporation



should not be allowed to offer this service so long as it is
issued an appropriate certificate of authority by the Director of

the Division of Insurance, as required by the other provisions of

this <chapter.

Allstate M otor Club, Inc. is an automobile service corporation
which provides its members certain benefits including reimburse-
ment for covered expenses involving towing and road service
expenses, trip interruption claims, legal defense claim s, lo st
key/lockout benefits, and theft/hit-and-run protection. Other
benefits include lodging and rent-a-car discounts, Discovery
magazine and trip planning. Allstate Motor Club, Inc, is an
affiliate of Allstate Insurance Company, and as of December 31,

1984, had approximately 1,268,000 members nationwide, and 4,741

members in Alaska.

Since Allstate Motor Club is a profit as opposed to a non-profit

corporation, the "non-profit" requirement of this b ill w ill
e ffectively put Allstate Motor Club out of business in Alaska and
we do not believe this was the intent of the legislation. As far
as we know, there 1is no advantage to the consumer in requiring an
automobile service corporation to be "non-profit", and in fact,
this requirement may well effectively eliminate from the market
any service corporation which does not qualify as "non-profit".



We do believe these corporations provide a benefit to the public

w hich is in demand, and we ask your support of this legislation.
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SB 260: "AN ACT RELATING TO AUTOMOBLIE SERVICE CORPORATIONS"

THIS LEGISLATION WAS INTRODUCED TO CORRECT AN OVERSIGHT WHICH OCCURRED

IN LEGISLATION PASSED LAST YEAR. LAST YEARS BILL PROVIDED THAT AN AUTO-
MOBILE SERVICE CORPORATION BE INCORPORATED AS A NON PROFIT CORPORATION
WHICH RESULTED IN PRECLUDING THE "FOR PROFITS" FROM DOING BUSINESS IN
THIS STATE. ONE OF THE "FOR PROFIT" MOTOR CLUBS OPERATING IN THE STATE
CURRENTLY HAS 4,741 ALASKAN MEMBERS, AND DURING TESTIMONY BEFORE THE
COMMITTEE, THE DIVISION OF INSURANCE EXPRESSED ITS SUPPORT FOR CORRECTION

OF THIS OVERSIGHT. THIS IS A NON CONTROVERSIAL BILL AND | URGE ITS PAS-

SAGE BY THE BODY.

AUTOMOBILE SERVICE CORPORATIONS PROVIDE THEIR MEMBERS BENEFITS SUCH AS
REIMBURSEMENT FOR TOWING AND ROAD SERVICE EXPENSES, LOST KEY AND LOCK_

OUT BENEFITS, AND THEFT AND HIT AND RUN PROTECTION.
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Introduced: 3/28/85
Referred: Labor & Commerce

IN THE SENATE BY ZHAROFF

SENATE BILL NO. 260
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to automobile service corporations."

BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.59.020(a) 1is amended to read:

(@ A person providing or intending to provide automobile ser-
vice corporation services shall be a corporation [INCORPORATED AS A
NONPROFIT CORPORATION AND BE] currently authorized as an automobile
service corporation under a certificate of authority issued by the

director under this chapter.

-1- SB 260



STATE OF ALASKA 1985 LEGISLATIVE SESSION
-FISCAL NOTE=----mmmmmmmmec

Revision Date:

REQUEST FISCAL DETAIL
Bill Resolution No.: SB 260 Agency Mtrected: Commerce ft Fcnn. Dpv.
Title : "An Act to permit autnmnhil(Program Category Affected:

service corporations Consumer.Protection
Sponsor: Zharoff BRU, Program or Supprogram(s) Affected:
Requestor: insurance

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars!
rY eo ri bo Ft 8/ FY 88 FY 89 FY 9U

OPERATING
luu rcnauMAL SERVICES

200 TRAVEL

300 CONTRACTUAL
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500 EQUIPMENT

500 LAND & STRUCTURES

700 GRANTS, CLAIMS

300 MISCELLANEOUS |

TOTAL OPERATING -U- -0- -0- 0
CAPIIAL s s s — O s -U -
REVENUE e s - e e 0

FUNDING: (Thousands of Dollars!

-ILMZT\nL ron ] 1 1 1 1

FEDERAL FUNDS | | | :

OTHER 1 | . ’ i

TOTAL s s s s s -0-
pncTTjnNS:

-ucl-ime 1 1 1

3ART-TIME . . .

TEMPORARY . . .

ANALYSIS: Attach a separate page if necessary

Prepared By: John L. George, Direct' Phone: |, 465-2515
Division: Insurance 1 Date:

Approved by Commissioner? Loren H. Lounsbury late:

Agency: Commerce and Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
O ffice of Management
Impacted Agency(ies) (1/84

2025W4285a FiscaL NoTe (0)



Statutes relating to SB 260

AS21.59.020

HEADINGS TITLE 21.

Insurance.

CHAPTER 509.

Automobile Service Corporations.
CITATION Sec. 21.59.020.
CATCH LINE

INCORPORATION AND CERTIFICATE OF AUTHORITY REQUIRED.
TEX | (a) A person providing or intending to provide automobile
service corporation services shall be incorporated as a nonprofit
corporation and be currently authorized as an automobile service
corporation under a certificate of authority issued by the
director under this chapter.

(b) If the corporation is to be formed under the laws of
this state, the articles of incorporation of the proposed
corporation or amendments to existing articles of incorporation
shall be submitted to the director before they are filed with the

commissioner of commerce and economic development. The commissioner

of commerce and economic development may not file the articles or
amendments unless the director's approval is

endorsed. The director shall approve the articles or amendments
unless the director finds that the articles or amendments do not
comply with law. If not approved, the director shall return the

proposed articles of incorporation to the incorporators or
amendments to the corporation, together with a written, detailed
statement of the reasons for nonapproval.

HISTORY (Sec. 1 ch 135 SLA 1984)
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Senate

Committee on CaSor & Commerce Pouch V
State Capitol
Juneau, Alaska 99811

SB 265: Sectional Analysis

Section 1) Repeals and re enacts section concerning the
composition of the authority, and establishes a
7 member board. (incorporates a modified version

of a recommendation by the Advisory Committee on
Statewide Power Production Costs concerning APA
Board structure)

Proposed APA Board structure:

1) Commissioner of DCED

2) one director from banking industry
3) one consumer representative
4) two directors from business and industry
5) two directors who are managers of the
u tility industry.
Directors are appointed by the Governor, serve for
staggered 6 year terms, and are subiject to

Legislative confirm ation.

Section 2) Requires that directors appointed by the Governor
must be residents, qualified voters, and are
subject to the conflict of interest statutes.

Section 3) Describes the mechanics of replacing current board
members, i.e . public directors shall serve until
th eir terms expire, and the Governorshall replace

OMB member and 3 commissioners on the day before
the effecive date of this act.
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Senate

Committee on CiSor & Commerce Pouch V
State Capitol

Official Business Juneau, Alaska 99811

HISTORICAL REVIEW OF THE COMPOSITION OF THE APA BOARD:

1976: 4 public members, appointed by the Governor, and
the Commissioner of DCED;

1978: 4 directors, appointed by the Governor, and the
Commissioner of DCED. Commissioners of C&RA, DNR,
DOT, and Revenue haye the rights and privileges,
but not voting.

1979: same

1980: same

1981: same

1982: 3 public members from different judicial
districts ; director of management and Budget, and

3 commissioners.

1983: same

1984: 7 directors, with 6 of those members appointed by
the Governor. Of the 7, 3 must be public members,
3 must be commissioners, and the director of OMB.

1985: same

A divisory Committee on Statewide Power Production

Recommendation: Change the current composition of the
APA Board to give it long term stability, free from
political pressure.

9 member Board, with 6 year staggered terms, composed as

follow s:

1) One Commissioner (DCED)

2) four members from the utility industry
3) Two members from business and industry
4) one banker

5) one consumer representative



TITLE: Alaska Power Authority

DEPT: Department of Commerce and Economic Develop it

AUTHORITY: AS 44.83.010

STATUS:  ACTIVE

REQUIREMENTS:  FINANCIAL DISCLOSURE

PROHIBITIONS:

TERM: 4-year - overlapping

DESCRIPTION: 7 directors - 6 appointed by Governor: 3 public from
different judicial districts (for terms), and 3 Commissioners, plus Direc-

tor, Div. of Budget and Management; Board elects Chair.

SPECIAL FACTS: Quorum - 4 members; public corporation with independent
legal existence; receives grants

FUNCTION:  Promote general prosperity and economic welfare of Alaskans hy
providing a means of constructing, acquiring, financing, and operating
power projects and facilities that recover and use waste energy.
COMPENSATION:  Standard travel/per diem

MEETINGS: 12 times per year, 48 days maximum

*FOR FURTHER INFORMATION CONTACT: Executive Director, Alaska Power Author-
ity, 234 West Fifth Avenue, Second Floor, Anchorage, AK 99501 - 276-0001

-84-



David L. Allison
217 Second Street
Juneau 95801
Public/Restricted

Robert L.. Hufman
1018 Galena Street
Fairbanks 99701
Public/Restricted

Richard J. Knapp
DOT/PF - Pouch Z
Juneau 99811

Comm./State Dept

Loren Lounsbery
DCED

Juneau 99811
Comm./State Dept.

Gordon Harrison
OMB

Juneau 99811
OMB-Dir/Mandate

Lee R. Nunn, Jr.
6311 Habicht Court
Anchorage 99504
Public/Restricted

Esther Wunnicke
DNP

Jur.eau 9981!
Comm./State Dept

APPT

83/07/06

8§3/02/28

84/06/30

85/01/03

84/11/13

8§3/06/07

83/01/18

REAPPT

84/07/02

8§3/06/30

TERM

88/07/01

8§7/07/01

85/07/01



BOARD:  POWER AUTHORITY, ALASKA
TITLE: Alaska Power Authority

DEPT.  DCED

AUTHORITY: AS 44.83.010

STATUS.  ACTIVE

KKQUIREMENTS: FINANCIAL DISCLOSURE

PROHIBITIONS:

MMM 4-year - overlapping

ASCRIPTION: 7 directors - 6 appointed by Governor: 3 public from
urr-ront judicial districts (for terms), and 3 Commissioners, plus

smetor, Div. of Budget & Management; Board elects Chair.

. WiAlL F> S: Quorum - 4 members; public corporation with independent
*'yl «'xistence; receives grants

' “0t'S: Promote general prosperity and economic welfare of Alaskans by
* a means of constructing, requiring, financing and operating power
=="in and facilities that recover and use waste energy.

*ATtON:  Standard travel/per diem
times per year; 48 days maximum

" >omer Authority, Larry Crawford, E.D., 334 West Fifth Avenue,
*r Anchorage 99501 - 277-7641



Power Authority

MEMBER

David L. Allisor,
217 Second Street
Juneau 99801
Pub/Restricted

Robert Heath
Revenue

Juneau 99811
Comm./ST Dept.

Robert L. Hufman
1018 Galena Street
Fairbanks 99701
Pub/Restrieted

Richard Lyon

Commerce

Juneau 99811 ,
Comm./ST Dept. - Chair

Pete McDowell

OMB

Juneau 99811
OMB-Dir/Mandate
Lee R. Nunn, Jr.

6311 Habicht Court
Anchorage 99504
Pub/Restricted

Esther Wunnicke
DNR

Juneau 998:1
Comm./ST Dept.

APPT

83/07/06

83/11/23

*83/02

§3/01/18

§3/01/18

83/06/07

§3/01/18

REAPPT

§3/06/30

TERM

84/07/01

8§7/07/01

§5/07/01



POAER AUTHORITY, ALASKA

(SLA 278; AS 44.83.010) 3 enblic members from different judicial districts;
of Budget E Management; 3 v..mmissioners.

VEVBERS

Mr. Charles Conway

821 N Street, Suite 201
Anchorage, Alaska 99501
(Chair)

Mr. Robert B. Weeden Reappointed

Box 80425
Fairbanks, Alaska 99701
479-6664

Mr. John Schaeffer
Box 106
Kotzebue, Alaska 99752

Ron Lehr, Director

Division of Budget & Management
Pouch AM

Juneau, Alaska 99811

The Honorable Robert Ward

Commissioner

Dept, of Transportation
& Public Facilities

Pouch Z

Juneau, Alaska 99811

The Honorable Chuck Webber
Commissioner

Dept, of Commerce & Economic
Development

Pouch D

Juneau, Alaska 99811

The Honorable Ernst Mueller
Commissioner

Dept, of Environmental Conservation
Pouch 0

Juneau, Alaska 99811

:ONTACT AGENCY:

Sric Yould, Executive Director
333 W Fourth Street
\nchorage, AK 99501

(277-7641)

«dn (G-11)

REPLACING

Reappointed

Requires financial disclosure.

APPT.

81/08/17

81/08/17

81/09/01

«Ee. .

director

TERM

84/07/01

83/07/01

85/07/01

PRI’

coni

Mr.

Firs
P.O.
Fail
Busi

Ms.

Alas
P.O.
Fair
Busi

Mr.
Alas
Box
Sewa
Rep.

Ms.
P. O
Kodi

Mr.

1200
Anch
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Mr.
Box
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Appri
407 ]
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POWER AUTHORITY, ALASKA

(SLA 278; AG 44.83.010) 3 public meitbers from different judicial districts; director

of Budget & Management; 3 commissioners.

MEMBERS

Mr. Charles ConwaY

821 N Street, Suite 201
Anchorage, Alaska 99501
(Chair)

Mr. Robert B. Weeden

Box 80425

Fairbanks, Alaska 99701
479-6664

Mr. John Schaeffer

Box 106

Kotzebue, Alaska 99752

Ron Lehr, Director

Division of Budget & Management
Pouch Av

Juneau, Alaska 99811

Commissioner Robert Ward
Dept, of Transportation
Public Facilities

Pouch Z
Juneau, Alaska 99811

Commissioner Chuck Webber
Dept, of Commerce & Economic
Deverl]opoent

ouc
Juneau, Alaska 99811
Commissioner Ernst Mueller

REPLACING

Reappointed

Reappointed

Dept, of Environmental Conservation

Pouch 0
Juneau, Alaska 99811

CONTACT AGENCY; .

Eric Yould, Executive Director
333 W. Fourth Street
Anchoradge, AK 99501

(277-7641)

Requires financial disclosure,

APPT.

81/08/17

8§1/08/17

§1/09/01

TERM

84/07/01

§3/07/01

85/07/01



PONER AUTHORITY, ALASKA

(SLA 278; AS 44.83.010) 4 public members; financial disclosure;

four-year terms.
VBEVBERS

Thomas E. Kelly

225 Cordova, Building B
Suite 307

Anchorage, Alaska 99501

Mr. Chuck Conway
Box 520
Sitka, Alaska 99835

Robert B. Weeden

Box 80425
Fairbanks, Alaska 99701

Mr. Arnold G. Espe
2.204 Arcadia Drive
Anchorage, Alaska 99503

CONTACT AGENCY:

Eric Yould, Executive Director
333 W. Fourth Street
Anchorage, AK 99501
(277-7641)

ID /Nl (G-12)

REPLACING
Charles Behlke

Reappointed

Jacob Wick

Bob Ward

108

APPT.

80/06/23

80/12/15

80/06/23

79/02/14

TERM

83/01/01

85/01/01

84/01/01

82/01/01



(SLA 278; AS 44.56.010-240) 4 public members; members are subject to
“Qegislative confirmation and financial disclosure; four-year terras.

VEVBERS REPLACING APPT. TERM
Mr. Charles Behlke Frank Murkowski 79/02/14 83/01/01
P. 0. Box 80257

Fairbanks, Alaska 99758

Mr. Chuck Conway 76/12/21 81/01/01
Box 520

Sitka, Alaska 99835

Mr. Jacob Wick 77/03/25 80/01/01
Box 746

Kodiak, Alaska 99615

Mr. Arnold G. Espe Bob Ward 79/02/14 82/01/01

2204 Arcadia Drive
Anchorage, Alaska 99503

CONTACT AGENCY:

Commerce & Economic Development

(465-2500)

“Confirmation is required by statute but is not allowed under the
constitution.

ID #80

/?7<fo



ALASKA POANER AUTHORITY

(SLA 278; AS 44.56.010-240) 4 public members; members are subject to

Negislative confirmation and

MEMBERS

Mr. Charles Behlke
P. 0. Box 80257
Fairbanks, Alaska 99758

Mr. Chuck Conway
Box 520
Sitka, Alaska 99835

Mr. Jacob Wick
Box 746
Kodiak, Alaska 99615

Mr. Arnold G. Espe

2204 Arcadia Drive
Anchorage, Alaska 99503

CONTACT AGENCY:

financial disclosure.

REPLACING

Frank Murkowski

Bob Ward

Commerce & Economic Development

(465-2500)

APPT.

79/02/14

76/12/21

77/03/25

79/02/14

‘'*AConfirmation is required by statute but is not allowed under the

constitution.
id mo

TERM

83/01/01

81/01/01

80/01/01

82/01/01



(SLA 278; AS 44.56.010-240; 4 pubic members; members are subject t
*legislative confirmation andffinancial disclosure)



degree of independence and perpetuity necessary Tfor a con-
sistent 1long term cost-beneficial program such as described,
in this document. There should be Ffull recognition of the
management commitment that 1is necessary for the long term
capital commitment and 1long term construction cycles of the

electric generation facilities inherent under this concept.

The Committee assumes that the Alaska Power Authority (APA)
will be the organization to administer this program. Since
State funds will be involved, the legislature and administra-
tion will continue to be interested 1in the success of the

program.

It is the recommendation of the Committee that a nine member
board be created with the fiduciary responsibility of setting
policy and directing the operation of the Power Authority.

The Board would be constituted as follows:

© The Commissioner of Commerce and Economic
Development— This would be the only Board member
without a fixed term and would be the specific per-
son charged with representing the interests of the

Governor and his administration.

© Four Directors appointed by the Governor for
staggered six year terms and approved by the
legislature— These four members should include one
member from the banking industry and one a consumer

representative and two from business and industry.

c Four Directors from the Alaska Systems Coordinating
Council (ASCC)— The Alaska Systems Coordinating

Council is an existing group of electric utility



managers who on _ad hoc basis are now coordinating
the development of electric generation and

transmission systems within the State. The
Governor should appoint and the legislature approve

these four Directors— two Railbelt, one Southeast

Alaska, and one bush wutility manager. The ASCC
should make recommendations to the Governor. As
with the other appointed members, the ASCC

Directors should serve six year staggered terms.

An important function of the Board of Directors V/ill be to
set electric power development policy and to assure that
cost-beneficial planning and operations are conducted by the
APA that will benefit all Alaskan consumers. In order to
insure that generating capacity additions are the ones which
result 1In minimum cost, are compatible to long range plans
and contribute to system optimization, any equalization
payments for prospective units must be based solely on pre-
construction approval by the Power Authority Board. In no
event should the Authority be required to purchase power
either directly or indirectly through a participating systenm

which was not generated by said participating system.

Over the past few years, the State of Alaska has provided
loans or grants for substantial sums of monies to develop
generation capacity— most notable examples are the Four Dam
Pool and the Fairbanks-Anchorage Intertie. It is the recom-
mendation of this committee that these loans be converted to
grants by the State and be considered as equity of the Alaska
Power Authority. These projects obviously Ffit within the
context of the concept presented by the Committee, in that

they contribute to Ilowering the cost of generation for all

15



January 21, 1985

Representative Dave Thompson
Alaska State Legislature
Pouch V

(MS 3100)

Juneau, Alaska 99811

Dear Representative Thompson:

As you requested, enclosed is an explanation of the frequency
problem we have with the Terror Lake Project in a "stand alone”
mode, along with a strip chart showing a period of time under
test conditions. The Coast Guard was disconnected from Terror
Lake during these tests.

As you can see, when the project wasgoverned by the diesel,
the frequency 1is straight as a string. As soon as the diesel
was taken off, the frequency started to Tfluctuate. This test
was done at night after 8 p.m. and no damage to anyon:1s equip-
ment resulted.

About a week earlier, a small mishap at the Terror Lake Project
resulted In a few minutes of operation like this and consider-
able damage was done to computers throughout the area. That is
why we conduct these tests after 8 p.m.

You will note the biggest swing was caused by a 500 KW
load-change. During the day time, these are so common as to go
unremarked as they happen as often as several times a minute. A
larger 1load change will cause the project to relay off the
system.

The APA and contractor technicians arepresently on site making
adjustments. I suspect they will be back several more times
before we know if they are successful.

Sincerely,

David S. Nease, Jr.

Enclosures: 2



Kodiak Electric Association, Inc,

Attached 1is a strip-chart recording of frequency on the
KEA System made during a '"stand alone”™ test of Terror Lake
generation on January 16 between 9 and 11:30 p.m. This would be
typical steady-state operation with 1load changes of 500 KW or
less. Also shown on the <chart are the proposed APUC maximum
frequency requirements and KEA"s typical operation with diesel
generation or diesel-assisted hydro operation.

From the standpoint of our consumers, the 3.8 hz bandwidth
is unacceptable. Damage to equipment has already resulted from
smaller variations than these. The proposed APUC standard of
(-)270 is a maximum value and should be approached only
occasionally (once a day), not continually (once every 15
minutes).

Note two other things on the strip chart. The gradually
sloping 1line (area 1) shows drift 1in the governor, and the
failure to return to 60 hz (area 2) on some occasions indicates
a "dead band”™ or a frequency variation that the governor does
not see. These are also serious problems.

At this time, EBASCO Engineers, Woodward Governor Tech
Reps and a Fugi Engineer are at the site trying to correct
these problems. 1 speculate that they will correct the "drift”
and 'dead band"™ problems. 1t will be more difficult to correct
the 3.8 hz bandwidth during ™"stand alone™ operation. If any of
these problems are not corrected, KEA will need continued

diesel generation "on line" to support the system frequency.

Wiliam Eberhardt

Manager of Power Production
Kodiak Electric Association, Inc.
January 16, 1985
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BRIEFING PAPER ON THE HISTORY OF THE 4-DAM POOL
NEGOTIATIONS AND THE GOVERNOR®"S ADVISORY COMMITTEE
ON STATEWIDE POWER COSTS

The history of the 4-dam pool starts with Senate Bill #25
wherein the Energy Bill of Alaska was enacted by funding various
hydro projects throughout the State; Terror Lake being one
of them.

At that point, the concept of financing was 100% grant
money. Over a period of time, deteriorating oil revenues and
subsequent legislation, particularly HB#9, changed the direction
of ownership and financing to a statewide ownership of the
projects and a common Tfinancing pool; hence the 4-dam pool.

It is iImportant to note, at this time, all future additional
projects are to go into the debt pool. This is referred to as
system increment. Shortly after this legislation, the project.S. .
commenced to be finished and come *"on line". Terror Lake is the
last one and is not yet in commercial operation. Because of a
shortfall _n the original appropriation for grants to build the
projects, additional financing was necessary. ($210,000,000) The
APA determined to Ffinance this via revenue bonds. At this point,
towards the last quarter of 1983, considerable dissatisfaction
was voiced by the members of the 4-dam pool concerning their
negotiations with the APA regarding financing. Part of it was
frustration in dealing with a State Agency but most of it was due
to the restrictions put on the utilities by bond consultants
involved in the Power Sales Contracts.

The administrative requirements were significant, but the
bottom line was cost of power which the communities preceived
as being higher than the current cost of diesel operation.

Two opposing Torces were at work causing this particular
conflict. One 1is in connection with diesel operation costs.

The State and the 4-dam pool members were using projected costs
of oil based on worldwide projections as well as the State of

Alaska projections and had agreed on a 6 .570 esculation per year.



Then, actual costs proceeded to decline instead of increase.

The other force 1is the projected kWh sales of the four
combined communities. These sales had a direct affect on what the
cost of power would be from the hydro projects. The more kWh
sales, the lower the cost is per kWh. All sales combined were the
guarantee of the payments to the bond buyers. However, toward the
end of the 1985 legislative session an agreement was reached
between the APA and the 4-dam pool communities (with the
exception of Petersburg) with the communities ready to sign
contracts. The communities accepted the fact that they were
signing contracts higher than the cost of diesel production,
figuring the cost of oil would esculate and the line would cross
over in a few years and, in the long term, it would be stable,
low-cost power. 1In this plan, there was the system increment for
additional projects with a cap.- A condition before signing was
that a $49,000,000 appropriation must be approved by the
legislature to put in place rate stabilization. Then, everything
changed during the last week of the legislative session when the
legislature decided that the State should finance these projects
instead of writing bonds and passed legislation to do so. The
essential criteria in the legislation was:

1) The rate of return to the State would be the sane

as the current market rates.

2) The alternative cost of power in the community must

be considered (In most cases, diesel).

3) The loan terms could be as long as 50 years.

4) Loan payments could be deferred by the State if desired.
After a three-month wait, the APA called a meeting and
presented the 4-dam pool members with a contract. The terms were
35 years with an 87, yield to ¢"he State. (Debt service rate from

5.500/kWh to 25.260/kWh in the 35th year)

The 4-dam pool communities asked to be given an opportunity
to analyze their proposal and be allowed to make a counter
proposal.

The 4-dam pool counter proposal is based on a 50-year loan
term with a 5/, rate of return, a deferred entry rate starting at

20 to 3.280 for five years and a flat rate of 3.530 for 30 years

wherein the communities pay only for that capacity used. The
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State would accept the responsibility for marketing unused
capacity. After the 40th year, the communities would pick up the
principal on unused capacity which is .00980 to the 50th year on
the unused capacity but not the interest. There 1iIs no system
increment in the 4-dam pool proposal.

Under the 4-dam pool®"s proposal to finance $210,000,000,
the State gets a rate of return of $531,388,915. Under the
State"s proposal, the State would get a return of over
$1,900,000 000 with a kWh rate that started at 5.50 and esculated
in 30 years to 25.260 per kWh.

The 4-dam pool felt they were not given the opportunity to
explain their position to any de"ci sion makers such as the APA
Board Members or even adequately to the APA staff. The staff took
it without any opportunity for explanation and stated that they
wo"ld analyze it and explain it to the APA Boaid. The 4-daro pool
representatives will now have an opportunity to explain to the
APA Board on January 23.

On November 9, 1985, the Governor appointed a Blue Ribbon
Panel to look into a statewide power rate. |1 was appointed as one
of the members.

The APA set aside negotiations while the Governor®s
Committee undertook its study and also to see what the outcome of
resulting legislation, if any, would be. Therefore, an interim
contract resulted with a cost of power at 2.640/kWh until June.
The Governor®s Committee presented their report on December 15 to
the Governor and to the APA. Representatives of that Committee
will meet with the APA on the 23rd of January to make a pre-
sentation. Basically, the Committee recommends a three-point
program.

1) Rates throughout the State will be averaged by a State
Agency purchasing all kWh produced at the bussbar and selling
it back at an average rate. (Estimated at 50 at the bussbar)

2) Averaged rates would be higher in the railbelt and lower
throughout the rest of the State. Therefore, a $100,000,000
appropriation would be made for eight years to provide rate
stabilization to ratepayers in the railbelt so that they pay the

same rate as they would normally pay.
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Secondly, $200,000,000 would be appropriated for eight
years and be put into an interest bearing account with the
interest accruing to that account to be used to finance large
power projects. When the large projects are "on line", it will
no longer be necessary to provide appropriations for rate
stabalization as the large projects will provide this financing.
The above would probably require a constitutional amendment.

3) reorganize the APA Board. The APA will become
essentially a State generation and transmission utility. No
utility can successfully operate under the unstable conditions
that exist at present on the APA Beard. It is necessary that it
have long-term stability and that political pressures be removed
from the Board. Recommendations for the reorganization are
described in the Committee's report to the Governor. Briefly, it
would be a nine-man board with six-year staggered terms. One
Commissioner would serve on the board; four members would be
from the utility industry, recommended by the Alaska Coordinating
Council; two members would be from business and industry; one
would be a banker and one would be a consumer representative.
The Coordinating Council would act as an advisory group to the
Board and the Staff of the APA

January 22, 1985
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IN THE SENATE BY ZHAROFF
SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to composition of the Alaska Power

Authority Board."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.83.030 is repealed and reenacted to read:

Sec. 44.83.030. MEMBERSHIP OF THE AUTHORITY. The board of
directors of the authority consists of seven members. The commis-
sionex* of commerce and economic development serves as a director and
the governor shall appoint one director from the banking industry, one
consumer representative, two directors from business and industry, and
two directors who are managers in the utility industry. Directors
appointed by the governor serve for staggered terms of six years and
are subject to confirmation by a majority of the members of the legis-
lature in jcint session.

* Sec. 2. AS 44.83.045(a) is amended to read:

(a) The [PUBLIC] directors appointed by the governor'
[SHALL] be residents and qualified voters of Alaska and shall comply
with the requirements of AS 39.50 (conflict of interests). [THE
PUBLIC DIRECTORS SHALL SERVE OVERLAPPING FOUR-YEAR TERMS.]

* Sec. 3. Notwithstanding the amendments to AS 44.83.030 made by sec. 1
of this Act, the public directors of the authority on the day before the
effective date of this Act shall continue to serve until their terms ex-
pire. The governor shall replace the director of the office of management
and budget and the three commissioners who are directors on the day before

the effective date of this Act in accordance with AS 44.83.030 as amended
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December 21, 1984

Enclosed yea will find a copy of the report completed by the
Governor's Blue Ribbon Committee for statewide power rates.

The scenarios looked at here indicate a cost of 5% at the
bussbar for the communities. (Bussbar meaning low bushing side

of the substation transformers)



STATUTES RELATING TO SB 265

AS44.83.03044.83

CHAPTER = 83
SECTION = 44.83.030
TITLE = 44

HEADINGS TITLE 44,
State Government.
CHAPTER 83.
Alaska Power Authority.
ARTICLE 1.
Creation and Organisation.
CITATION Sec. 44.83.030.
CATCH LINE
MEMBERSHIP OF THE AUTHORITY.
TEXT The authority shall consist of the following directors:

(1) three public directors to be appointed by the
governor and confirmed by the legislature; only one director
may be appointed from each judicial district described in AS
22.10.010;

(2) the director of the office of management and
budget, or the director's designee within that office, and
three commissioners of principal executive departments
appointed by the governor.

HISTORY (Sec. 1 ch 278 SLA 1976; am sec. 2 ch 156 SLA 1978; am sec. 2 ch
118 SLA 1981; am sec. 25 ch 63 SLA 1983)



