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ORGANISATION AND FUNCTION
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REPORT CONCLUSION

Policy Issues

This report contains policy issues raised as a result of our

evaluation of various Board practices. The final policy
decisions affecting these practices are not within the scope
of this report but require legislative consideration. In

debating these 1issues, the oversight committees should take

into consideration the finding and recommendation presented
in this report so the potential impact of policy changes can
be evaluated.

Re ort Conclusion

In our opinion, tne Board of Registration for Architects,

Engineers, and Land Surveyors should be reestablished. The
regulation and licensing of qualified professionals is
necessary to protect the public®s health, safety, and
welfare. The Board provides this service by establishing

minimum educational and experience requirements that provide
reasonable assurance that persons licensed are qualified.
Also, assurances that those licensed act 1in a competent
manner 1is provided by active investigation of complaints and
revocation or suspension of licenses where appropriate.

The following finding describe areas where weaknesses or
conflict exist. We have made a recommendation which, 1if
implemented, will improve the efficiency and effectiveness
of the Board.



FINDING AND RECOMMENDATION

Recommendation No. 1

Legislation should be - =z ““ming
education for architects,

Architects, engineers, and land surveyors must demonstrate a
high degree of educational and practical competence before
they can become registered in Alaska. However, renewal of
certificates is not dependent upon evidence of a profession—
al"s continued competence.

Continuing education, although not a absolute guarantee,

provides a reasonable means of assuring continuing competen—
cy in a profession. A program of continuing education will

help avoid professional obsolescence and keep practitioners

aware of changes taking place in the profession.

Most professional licensing boards require continuing
education to assure that Jlicense renewal 1is based upon
evidence of professional continued competency.



AN\LYSIS OF PUBLIC NEED
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Note 1
This schedule represents the licensing fees currently 1in

effect. Fees were raised 1in November 1986 1in response to
legislative intent to make the boards more self supporting.
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STEVE COWPER, GOVERNOR

DEPARTMENT OF COMMERCE & 'U?\IIEAU
ECONOMIC DEVELOPMENT WOM“%U

OFFICE OF THE COMMISSIONER

KA 99811-0800
65-2

January 20, 1988

Mr. Randy Welker

Acting Legislative Auditor
Division of Legislative Audit
Budget and Audit Committee
P.O. Box W

Juneau, AK 99811-3300

Dear Mr. Welker:

This is written in response to the Budget and Audit Committee"s
(hereinafter "Committee'™) audit report of its sunset performance
review of the Board of Registration for Architects, Engineers and
Land Surveyors (hereinafter "AELS Board™). Below is the Department
of Commerce and Economic Development®s (hereinafter "Department’)
comments on the Committee"s recommendation.

Recommendation #1

The Committee has found that a program of continuing education
"provides a reasonable means of assuring continuing competency in a
profession” and has recommended that legislation "be introduced
requiring continuing education for architects, engineers, and land
surveyors.”™ The Department iIs cognizant that this matter has been
the subject of much discussion by the AELS Board and that action to
set a continuing education program in place has not yet been taken
by the Board.

Nevertheless, the Department concurs in the recommendation of the
Committee and would support passage of legislation requiring con-
tinued education for AELS professionals. Such legislation could be
made a part of the bill which reestablishes the AELS Board this
Second Session of the Fifteenth Legislature.

Sincerely

J. Anthony Smith
Commissioner

68670
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LEGISLATIVE AFFAIRS AGENCY
LEGISLATIVE REFERENCE LIBRARY
May, 1988
Copies of minutes listed below were originally included
in this fTile. The minutes are available on the STAIRS

database CMPR. In.order %@ save.space copies of minutes

have not been left in the files
Mary Van Nimwegen
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HOUSE COMMITTEE REPORT

2/3/88 FURTHER REFERRALS
.DATE
The Labor & Commerce Committee has considered HB 430

"An Act relating to the neighborhood business development program; and
providing for an effective date.™

RECOMMENDS :

[xyj replace with C--S c ) [ 1 the same title
[ ] attached amendment(s) [pC] a new title
C X do pass

do not pass

no recommendation

individual recommendations

additional referral to the Committee

ADOPTS1 [ 1 letter of intent

ATTACHES NEW FISCAL NOTE(s):

D] fiscal impact [ ] same as previous fiscal note
[ 1 zero fiscal note published
[ 1 zero with analysis [ ] same as previous zero fiscal

note published
SIGNING DO PASS: RECOMMENDATIONS:

m5ULj SW-dlUw



STATE OF ALASKA BILL VERSION: CSHB 430
1288 LEGISLATIVE SESSION PUBLISH DATE.

REQUEST: F'SCALNQTE

Revision Date: Agency Affected: Commerce & Econ. Dev.

Tide: An Act relating to the NeighborhoochRii- Business Development
Business Development Program _

Sponsor: Labor and Commerce Committee Components:

Requester: Labor and Commerce Committee

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES 64.3 64.3 91.0 91 .0 91.0
TRAVEL 6.0 6.3 6.6 6.9 7.3
CONTRACTUAL 4.5 4.5 4.0 3.5 3.5
SUPPLIES 4 A4 A4 A4 A4
EQUIPMENT 10.7 6 6 6 -6

LAND i STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 85.9 >6. 1 102.6 102.4 . 102.8

CAPITAL

REVENUE

FUNDINQ: (Thousands of dollars)

GENERAL FUND 85.9 76.1 102.6 102.4 102.8

FEDERAL FUNDS

OTHER
TOTAL 85.9 76.1 102.6 102.4 102.8

POSITIONS:

FULLTIME 1.5 1.5 2 1 2 2
PARTTIME 1
TEMPORARY

ANALYSIS: (Attach a separate page ifnecessary.)
SEE ATTACHED PAGE

Prepared by: Larry Mercul ieff/Dir&torWft/ - Phone: 465-2017

Divisian: Business Deve lopment b)) 2 Date: February 26, 1988

Approved by Commissioner:
Agency: Department of Commerce

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management ano Rudget
Impacted Agency(iies) page 1 0]_2

0985CU2/022688c



ANALYSIS:

HB 430 states that the funds can only be used by communities of over
20,000 population which means only the Municipality of Anchorage, City
and Borough of Juneau, City and Borough of Sitka, and City of Fairbanks
can qualify.

The management of the fund will require the full time services of a
Development Specialist 1 (Range 18) and the half services of an
Accounting Clerk 11 (Range 9B). These two new positions will design,
implement and administer the programs. By the third year, the
Accounting Clerk 11 will be needed full time.

Development Specialist 1 (Range 18) $49,340

(Salary and Benefits)
Accounting Clerk 11 (/2 time) 14,938
$64,278

Administrative travel necessary to administer program will be $6,000 in
FY 89 increasing by 5% (inflation) a year through FY 93.

Contractual costs will be for communication items such as phone,
postage, advertising, etc.

Supply costs will be minimal $400 per year.

Equipment cost will be higher in the first year as two new offices will

have to be equipped. This will include new modular units, two computer/
word processors, two chairs and miscellaneous. Cost for each office is
approximately $5,500. After first year, equipment cost will be minimal.

0985D-3
Page 2 of 2



5-1743L
Chenoweth

2/17/88
Original sponsor: Labor and Commerce
Committee
BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 430 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the Alaska neighborhood business
initiative; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The purpose of AS 44.33.431 -44.33.433, added
by sec. 2 of this Act, 1is to promote a neighborhood business initiative by
establishing a program of economic development of commercial neighborhoods
in the state®s principal cities by financial institutions, relying on local
initiative for the specific design of local programs.

* Sec. 2. AS 44.33 is amended by adding new sections to read:

ARTICLE 6A. NEIGHBORHOOD BUSINESS DEVELOPMENT PROGRAM.

Sec. 44.33.431. NEIGHBORHOOD BUSINESS DEVELOPMENT FUND. There
is created the neighborhood business development fund, to be adminis—
tered by the commissioner. The ~commissioner shall deposit to the
credit of the fund

(1) grants and contributions to the fund; and
(2) appropriations to the fund.

Sec. 44.33.432. POWERS AND DUTIES OF THE DEPARTMENT. (@) The
commissioner may use money 1in the fund to make grants to nonprofit
development corporations that qualify for assistance from the Neigh—
borhood Reinvestment Corporation organized under 42 U.S.C. 8101-8107
(Neighborhood Reinvestment Corporation Act), for purposes of neighbor—
hood housing services, community revitalization, and economic develop—
ment projects in a city that has more than 20,000 persons.

(b) The commissioner may adopt regulations necessary to carry

-1- CSHB 430 (L&C)



out the department®s functions under AS 44.33.431 - 44.33.433.

(c) The commissioner shall provide for an annual audit of
grants to nonprofit development corporations made under (b) of this
section.

Sec. 44.33.433. DEFINITIONS. In AS 44.33.431 - 44.33.433

(D "commissioner™ means the commissioner of commerce and
economic development;
(2) "department™ means the Department of Commerce and
Economic Development;
(3) "fund" means the neighborhood business development fund
established in AS 44.33.431.
* Sec. 3. AS 44.33.020 is amended by adding a new paragraph to read:
(30) administer the neighborhood business development pro-—
gram under AS 44.33.431 - 44.33.433.

* Sec. 4. This Act takes effect July 1, 1988.

CSHB 430(L&C) _2-



January 29, 1988

Representative Dave Donley

Alaska State House of Representatives
Pouch V

Juneau, AK 99811

ATTN: Mark Begich

Dear Representative Donley:

At your request, 1 am enclosing the annual report of the Neighborhood
Reinvestment Corporation and some material describing the breadth of program
services developed within local corporations as part of the Neighborhood
Housing Services of America (NHSA) network.

Also enclosed is a copy of the Community Development Amendments of 1978 which
originally chartered Neighborhood Reinvestment by Congress and provides for
annual appropriatiot- to support the corporation. At the request of a local
government, Neighborhood Reinvestment will conduct an assessment of a community
with that community and provide assistance in developing local public and
private partnerships that are necessary to set up a Neighborhood Housing
Services Corporation. Once established, the corporations are independent,

local non profits, chartered by state and local incorporation requirements, but
are provided ongoing network assistance and occasional program development
capital to test new programs within the local community as required.

Typically the local Neighborhood Housing Services Corporac*on operating under a
public private partnership board administers a loan fund for housing and
economic development type of activities. The national track record for
leveraging capabilities is quite high and on the average has provided a ratio
of 32:1 in private to public dollars. The secondary market support comes from
our necwork consortium of NHSA, which purchases loans made by the local NHS to
continue to replenish needed loan fund dollars.

Anchorage Neighborhood Housing Services is currently "mre of small handful of
Neighborhood Housing Services Corporations which is p oviding Commercial
Development loans which | described to you previously. If the city of
Fairbanks is interested in creating a local non profit corporation modeled
after the NHS, my suggestion is that they seek assistance through Neighborhood
Reinvestment in developing that corporation. Anchorage Neighborhood Housing
Services wruld be happy to assist both Neighborhood Reinvestment and Fairbanks
in that erfort, but it is paramount in my mind that it be a locally controlled
private non profit. In establishing public private partnerships, local control
is essential, as is an adequate resource base of funds to do the work at hand.
IT the state legislature were to provide additi >nal capital for commercial
revitaliz xon, ANHS most certainly could utilize those funds because we have
some significant projects that need funding and will help to stabilize the
economy, as | am sure could a Fairbanks NHS.

Anchorage Neighborhood Housing Services, inc.
3700 Wooaiana Parx Drive Suite 500. Ancnorage Aiasxa 99517. (907) 243-1553



PUBLIC LAW 95-557—O0OCT. 31.1978 92 STAT. 2115

TITLE VI—NEIGHBORHOOD REINVESTMENT Ntiglborboo.!
CORPORATION RaiaveWmenl
Gwponli * Act.
short m u

Sic. COL This title may becited u tlv. “Neighborhood Reinvestment 42 USC 8101
Corporation Act".
iTKonroa ano rtmrotr

sec.602. (a) The Congress finds that— 42 USC 8101.

f1) the neighborhgod housing services demonstration of the
Urban Reinvestment Task Force nas proven its worth asa success-
ful proqram to revitalize older urba nelghborhoods by mobiliz-
lmg ;fub ic, prirste, and community resources at the neighborhood

(zj the demand for neighporhood housmgservmesprograms|n
cit es throughout the Unite Staﬁes warrants th (hreatmn %
R lic corpdration to |nst|tut|ona|ze and expand the neigh

sing services prolgram and other programs of thepresent

UrT%n em estm?nth as Iorce b b
urpose of this title is to e tablis ic corporation
Wh(l ?1W|ﬁ ontinue the joint efforts of the FegeraWnanmalr%u ervi-
sor %enuesand the De artmentofHousmg nd Urban Development
ote relnvestmentmoldernelghborho by local financial insti-
tu ons wor ing cooperatively with community eople and Iocalgov-
ernment, and which will iontmue the nonbureduciat caqproac 0 %e
Urban RemvestmentTas Force, relying largely on local initiative for

the specific design of local programs.

ESTABLISHMENT OF CORPORATION

Sec. 603. (a) There |s established a Natjonal Nelghborhood Rein- 42 usc 8102
vestment ?orgoratl n (hereinafter referred to as the “cor oraélon
which s all corporate and shall possess the\gower sha
be su ject to the d |rect|0n and limitations specified herein L
I( The corggratlo sh || |m lem ntanaexpandr idemonstranon thitia.
activities carried out Urban Reinvestment
((% The cor oratio sh ||m1|nta| |tsgr|n0|paloflce|r%theDJstrlct Office*,
%f L umblabo at such other place the corporation may from time to

(d) The corporation, including its franchise, activitjes, assets, and
income, shall b exempt 'from all taxvtion now or hereafter imposed ?/
heUnlted State* b an%terrltor){ degendency,or ossessmn thereo

orhbya tate cou t un|0|pa|t rlocal H]) auth OrItY  except
tat an rea of tecor oratlon shall be subject fo State,
terr mum | al, or ocal taxation to the same extent
aoo |ngt0|tsv lue as ot rrellpropertylstaxed

BOARD or DIRECTORS; ESTASLIBIMENT

ec. 604. (a) The corrﬂ]orz% Wn shall beurg)derthedlrectlon of aboard Membership.
of ditéctors fade up of the following m 42 USC 8103,
1) the Chairman of the Fe eral Home Loan Bank Board:
2) the Secretary of Housing and Urban Development;
3] a member of the Board of Governors of the Federal
Re grve System, to be e3|Pnated by_the Chairman of the Board
Governors of the Federaf Reserve’System |



92STAT. 2116

("hairmtn.

Compcnutioo
and eiptOKi.

Quorum.

42 USC 8104.

PUBLIC LAW 95-557—0OCT. 31, 1978

4) the Chairman of the Federal Deposit Insurance Corpo-

(4)

rtg
the Comptroller of the Curr ncy: en

?the AdPnrnrstrator of ﬁ yNat%jonal Credit  Union
[

n

(bﬁ goard shall elect from among its members a chairman who
shill serve for a term of two years, except that the Chairman of the
Fed eral Home Loan Bank Board shall serve as Chairman of the Board
of Dyrectors for the f rrst such two-year urm,

(c Each director of the corporation shall serve os officio durin
the erro re holds the office to which lje rsappornted by the Presiden

( rrecto[s 0f the corBoraéré)n as full-time officers of the
Unr States shall serve without additional com(ieiisation but shal
be rermbursed for travel, subsistence, and other necessary expenses
incurred In the performance of their duties as directors of the
corp rartron

f he directors of the corjjoration shall adopt such bylaws,
F icles, and admrnrstratrverP ISIQNs IS nre necessary. to the’ func-
joning of the corporation and consistent with .he provisions of this
tit|

ttﬁt The presence of a majority of the board members shall con-
sti

g %h]e corporatron shaII I>e subject to the provisions of section
55 oftrt| 5, Lnrted St ﬁ

2 Ings of the oard of directors will be conducted in
accordance wrth the provisions of section 552b of title 5. United Stales

Code.
OFTICERS and emvlotxes

Src. fi05. to) The Ixiard shall haye power to select emtp ,and fi
tho con rensatorrand benef rtso such o rcers emplo ees a tor eys, an
ﬁents s shall be necessaw o]r the perorman eof ifs dutie under
this title, without re%rar 0t Rrovrsronso title 5, United, States
Cotre overnrn gpo ntments in the competitive service, cIassrfrcatron
General Schedule pagl rates, except that no officer, employee, attor-
ne 0r agent ?f the ‘corporation ma H g aid compens tion at a
rate in excess o [ hest rate provided for GS-18 of the Genera
Schedule under sectron 332 of title 5. United States Code
The directors of the corporation shall appoint an executive
director who shall serve as chief executive officer f the corp oratron
(c) The executive director of the corporation, sub ectt1 roval
hy the hoard, may aﬁgorntand remove such emtplo%/ f the co xrra
tion as he determines necessary to carry ouf the purposes of the

corp rQ
onpolrtrcal test or polr&oal %ualrtr ation shall b used in set}ect
point romotrnrd ort t ersonne action wrt
tto any oflroer agent, orem eeo or oration or of an
recr rent or n selecting or moPrto rhqrantee corltractor orpef-
50 ren'rty receiving financia %srst nceu dertmtte
g) Officers ande 8'0 eesoft ecorgoratrons all not Ireconsrdered

0 rc 1S 0r egr plo ee he United States, and the cohoorat %
not be considere fie artment a ency, or instrumentalit e Fe
Tral he subject to a mrgrstra ive

era Governmgnt T ora s rt
ice 0f Management an

and.cost stan gr rssue t){teo f %et
Isrr]rsnthajr“t)ongtan ards applicable to non-profit grantees and educatio

PUBLIC LAW 95-557—0CT. 31, 1978

rOWEM AND DUTIES

Bec 606. (a{(l The corporation shaI‘ continue, the w]ork of the
Urban Reinvestment Task .Force in establishing nei

su%ervrsrn([r T progress, rovi wrt grants an tech-
nical, assistance. tor the pur ose o th rs parag rarP a nelgh orhood
housing services program ma rnvoven artners go neigh or 00d
residents and representatives of local ov rnmental nd financial instl-
tutions, grganized as a State-chattcréd non-profit corporation work
rn tobring about reinyestment in.one or more nerghborhoods throug

rogrsm 0f's stematrc housing .inspections, increased public inve t

t rncr?ase lPrrvate endin rncres res| entbnve tment, and
revovrn oan fund to mike loans aval a e at flexible rates and terms
to homeowners not meeting Prrvate lending criterja.

2) . Tht corp oratron shaI continue the work of the Urban Reinvest-
mctTask For e in identitying, monitoring, evaluating, (an rovrdrng
rants and technical assis ance to selectes nerghborhoo reservafio
rojects which alrow Promrse as mef anrsms or reversrn? neighbor-

00d.decline and rmP ovrngte uality o nerg orhoo

The corporatlon shall ex errmentalg/ replicate nel hborhood
P S rvatron grorlects whrch have demonstratéd success, and after creat-
ng reliable d mental processes, bring the new programs to neigh-

|rorhoods throughout the United States wniclj in the jidgment of%he
corporation cal benefrt therefrom, b ProYrdrn assr?ta ce in orga-
nrzn rograms, rovr rn%drant I partial support of program costs,
vr ing technical assistance to ongoing programs.

Th ecorporatron shall continue th work f the Urban Reinvest-

Tas Force In suglportrn Ner? 03 Housing Services of
Amerrca a nonpro rt c Roratr n established to provide services, to
local_.nejghborhgog housing services programs, with. support whrch
may include technroal assistance and grants to expand its atrona [oan
purchase pool. and may contract wrth it for services which it can per-
orm m%re etfrcrentIY or ette?trvel than the corporation.

2 The corﬁorat on shal aking ana providing the foregorng
rants and technical and other assistance, determine the reportrnﬁ
anagement restrrctrons o requirements wrth which tho recipients of

such giants or other assistance must comply. In making such deter-
minations, the corgoratron shaII assure that recrprents 0 9rants and
other assrstance make availahle to the corportiqn such infofmation as
mv\)/ be necessary to determine compliance with applicable Federal

0 carry out the foregoing purposes and engage in the forego-
éactrvr rTe % )clorporateron is uth%rp H 9 /

1) 10 tater and use acorporate seal:
LZ to hav successronuntrl dcrss%R/edb Act of Congress;

3 i o ma e and perform contracts, agreements, and
era t sue and be sued, complain and defend, in any State, Fed-
(5 ]n determrne rt% necessary exoendrtures and the manner in
whi éres all be in urre allowed, and P an aB'oornt
em on Rrovri orthe compensation gf 50 tants,
\évor I%j regar to ahy other law, except as provided in section
6) 10 settle, ad ust, and compromise, and with or without com-
pensation or bene itto the corporation to release or waive in whole

92 STAT. 2117

rhood_ltous- program,

Seryices Phedrams in nei h orhoogsthrt té%h uf t eUnrted 3tat S Z;ﬂﬂ;ﬂéUgolads_

project?,



92 STAT. 2118

Cooiracu Md
ranu.

service* «ot
ficiliDei.

Tnmmituj i
Presrdent IOJ

42

ngrel

C8106.

PUBLIC LAW 95-557—0CT. 31. 1978

rin part, in advance orotherwrse any claim, demand, or right
,b ,ora arnstte or t“h
7¥ {0 In est SuC un aoft ecorporatron in such investments
Q board of directors rpda Rrescrr

oacqurre ta e hold,'ahd own, ehd to deal with and dispose

as
t
of
o t0 exercise all other owers at are necessary and proper to
P tha d t
ryTQUt the pur osesof
1) he cor or on mgy c? tract with the O{rce olr Ne#rhbor
er nvestment of the Federal home loan banks tor al sta Serv-
,f acllities, and e rppment now or in the future urnished yr
of N er hborhoo einvestment to the Urban Rernve t]ment asl}
Force,r
X

N D receiving the services of the Director of the Qffice o
|
(

hood %ernvestment as the corporation’s executive director,
he corporation shall have the power to award contracts and

grans Kt) neighborhood housing servjees corporations and pther non-
fit corporations engagedin neighborhood preservation activi-

re ' ar]d
EQ ocal governmental bodies.

3) Secretary of Housing and Urban Development,th e Federa
Home Loan Bank oard and the Federal home lpan banks, the Board
f overnlo_rso t]he Federal Reserve éystem and the Federal Reseryo
anks th] edera Dep%srt |nsurance oporatron and the Comptrol-
er of the Currency, the National CredIt Union A mrnrstratr n or
any otherde artmen rz;enc orother rnstrumentalrt of the Federal
Government abre authorized to provide ser]vrces Bcrhtres with or
without reimbursement, necessary to achieve the objectives and to

carryo urposes of this title
ay lfs p%g grporatron shall have no power to issue any shares of
sto ks,\?rtodecl reorpacy any divid
ep ncome’ o/ assetso the corporation shall inyre
to eben rtof any director, officer, orempogee , EXcept as reasonable
?]atron for services or reimbursement f enses.
e corporation may not contribute to or otherwise support any
poli trcaI party or candidate for elective public office.

extorts and audits

607 ) The oration shall ublrsh an annual report which
shal be trzgnsmﬂte @ he corpora ion to the PresarderPt ‘{Y h

rﬂ The ccountsof thg cor oratdon shall e audrted annualg/ Such
tss a be con ucte ccordance with denera y acce tdau dit-
md standards Z ind epen dent certifled, pubfjc_accountants who are
ce trfred bva reg latory authority of the jurisdiction in which the audit

nd era]
¢) .In addrtron to the annual audit, the financial transaotronsofthe
8 oratgon rrany fiscal yeardunn whjch Federabl ungsaeav
Inanc nr¥ portion. of its o erations may be audite
General coountr rce na cor ance wth such rules ar'1 rerd -
trons as may be scne e Comptroller General o [ rteg
E e“financial transactjons of th corg oratjon s e audite
e eneral Accountrng Ice at east onc urrn eac three years.
d For an hsoalx unng which Federal funds are available
to fi ar\ce any portion_of the cor ratrons rants or contr cts th
General Accounting Off rce rn accor ance wr such rules an -
tions as may be prescrrbe g/t e Comptroller General of the U ited
States, may audit the granteés or contractors of the corporation.

PUBLIC LAW 95-557—0CT. 31. 1978 92 STAT. 2119

el) The cor oratron shall co duct.or regurre each rante? I con-
tra db for.an un ua nancra(! rfr The regort of each
suc au |t emarntarne for a period of at least five years at t he

principal offrce ofthe corporation,

AUTHORIZATION

Sec. 603, ﬂ ) Thera are authorized to be%p rrated to the corpo- Ap rUii
%98” to ealry out this title not to exceed $12,5 0000 or fiscal vear Eumﬁ

fhr ands arp r(pprrated pursuant to this section shall remain avail-
abeunt expe e
L N'on-Federal funds received by Fe cor ratron and funds
recefved by an%/ recr ient from a Bource other tha the corporation,
shall he at 80(51 ted or and rdeéporte das receipts and drsbursements
wprrate and distinct from
P] The corporation sha'.l prepare annuaMy a business- txge budget Annuil budget

whrc S aI be submrtted fo the Ofrce of anadement a Budget lubmittil.
Lhnder such rul% and regulatrpns as the Presiden macrfesta ish a

the date of submission, the form and content the classifications of

data, and th emannerrn which suc rogram s hall be prepared
and eresente The bu %eto tecor raton s modified, amended. TiiDimuul io
or revised by the Presr nt shall betansmrtte to the Con%ress asa Congici.
part of the ‘nnnnil budget required by tho Budget nnd Accounting

mrftea &%mAtrlnnengrtern]tes t0 the annuaI budget program may be sub 31 USCI.

G AND COMMUNITY

HOUSIN
DEVELOPMENT ACT OF 1980

PUBLIC LAW 96-399—0CT. s, 1980 94 STAT. 1645

NEIGHBORHOOD REINVESTMENT CORPORATION

31j Title V| of the Housing and Community Development
Amendmentso 1978 isa dj g y P
<|tttrJysttr|I§|ngou} Natronal in secthon 603ial; t fsacti 42 USC HIL2
1 by striki 'SUpervisin e first sentence of sectio
frOtﬁaHynand |nn%ertrn lrJFeu thegreor} eword monnrtor?ng anrq 42 USC Mill9)
Y striking out nnd not to exceed 12, 000 000 p]r r ﬁa
Illeo n section 608<ai and nsertrnd in lleu'th ereo(jt ollo rneqd 12 USC HIlit

g 5%86% For%rsca ecglc?olgogr1 Iscal year 1980, and not to exce



ARRITCHONS Actor ™

96 STAT. 1544 PUBLIC LAW 97-320—OCT. 15, 1982

42USC 8103

421'SC 8105

NEIGHBORHOOD REINVESTMENT CORPORATION
Sec.710.  Section 604 of the Neighborhood Reinvestment Corporation Act

(Public Law 95-557) is amended—

il by redesignating subsections ifl, igi. and (Hi as aubsectiona igl. th>
and til, respectively, and by inserting nflct subsection lei the followmg.

"If) A director who ia necessarily absent from a meeting of the board, or
of a committee of the board, mah/ participate in euch meeting through a
duly des_lgnated representative who is serving, ﬁursuant to appointment by
the President of the United States, by and with the_advice and consent of
the Senate, in the same department, agenc% corporation, or instrumentality
as the absent director, or in the casé nf the Comptroller of the Currency,
through aduly_desgnated_DeputY Comptroller.”: and

42) by inserting in section 60-ligi, as redesignated, ufter "members ' a
comma’and the words ‘or their representatives as protided in subsection

ibi Section 606ic)t3i of such Act is amended bv inserting *funds.” alter
"provide”.



" AN ACT RELATING TO THE NEIGHBORHOOD BUSINESS DEVELOPMENT PROGRAM "

HB 430 and the companion appropriation bill HB 431 is a program modeled
after an existing loan program run by a n<,-profit corporation within
Anchorage. The concept of the program is ko leverage state money with the
secondary Tfinancial markets, which include over $30 million from national
insurance companies. Some national insurance companies have made such
"social investments"™ funds available for community service and public
relation purposes. The purpose of this program is to redevelop commercial

business zones.
The objectives of the program is:

- Create new short terra and long term jobs.
- Create an incentive mechanism for attracting new businesses to an area.

Help make existing businesses more viable, attractive, and stable.

- Leverage business loans made with conventional financing.

- Create a business climate that better services the community.

The bill also stipulates that any non-profit that applies for the grant
funds from the Department of Commerce and Economic Development must meet

the criteria set out in the Neighborhood Reinvestment Corporation.

The purpose of this bill is to offer an opportunity to develop a "true"
public/private partnership in communities.



] Adding Strength through Private Sector S' “ort

NHS Secondary Market Loan Purchases
For the years 1976 to 1986

Cumulative Purchases

Loan Balances 1000's|

25000

Jy* 1976 1977 1978 1979 1980 1981 1982 1983 1984 1983 1986

'Fiscal years ending September 30

NHSA Secondary Market. 1986

Sole Purchase Agreements tin millions)

I'ruilctuiul

Metropolitan

Aetna

Allstate

Ltptituhlr

Mutual Benefit Life

Lmplowrs Insurance of Wausau
Total

Bv leveraging social investments. NHSA has been
able to purchase more than S21 million in loans
from 112 NHSs.

SI12.5
5.0
4.0
4.0
5.0

1.0

$30.0

Affordable financing for home purchase and repair is
essential to neighborhood revitalization. Because
manv residents in NHS neighborhoods cannot afford
the cost of major home repairs under traditional loan
repavmcni terms or do not meet conventional credit
criteria, each NHS maintains a revolving loan fund to
provide loans at interest rates ancl terms that meet
these borrowers' ability to repav.

Neighborhood Housing Services of America (NHSA).
a national corporation created in 1974. provides sup—
port to the NHS network and Neighborhood Rein-—
vestment bv operating a secondary market to keep
NHS loan funds capitalized so that local NHSs will
continue to have the resources thev need to solve
neighborhood problems.

NHSA buvs loans from local NHSs and then sells col-
lateralized securities, backed bv pools of these NHS
loans, to social investors. Initially. NHSA used its own
funds to purchase NHS loans. In 1978. the Ford
Foundation and Neighborhood Reinvestment contrib—
uted loan-fund working capital and the F.quitable

Life Assurance Society of the United States agreed to
invest SI million in NHSA notes backed by NHS
loans, thus introducing ptivate-sector funds into the
process and creating a true .secondary market.

The secondary market quicklv proved to be both a
major resource for the NHS network and a sound
and satisfying social investment (participating inves—
tors agree to "give up" the difference between the
rate of return on their notes with NHSA and the
market rate). Currently, seven major insurance com —
panies have active note participation agree.ments with
NHSA totaling S30 million dollars.






REPORT

Date REFERRALS:

DATE:3 j1%]
The Labor & Commerce Committee has considered HB 431

"An Act making an appropriation to the neighborhood business development
fund; and providing for an effective date."

RECOMMENDS i
[X ] the same title

[ 1 replace with H -6 "H3 1
[ 1 attached amendment(s) [ 1 anew title
1 do pass

1 do not pass
X3 no recommendation
individual recommendations

additional referral to the Committee

ADOPTS: c 1 letter of intent

ATTACHES NEW FISCAL NOTE(s):

L ] fiscal impact [ 1 same as previous fiscal note
[ 1 zero fiscal note published
[ 1 zero with analysis [ ] same as previous zero fiscal

note published
SIGNING DO PASS: SIGNING OTHER RECOMMENDATIONS:

- Chairman®s signature
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May, 1988

Copies of minutes listed below were originally included
in this file. The minutes are available on the STAIRS
database CMPR,, In order to save.space copies of minutes

have not been left in the files.
Mary Van Nimwegen



" AN ACT RELATING TO THE NEIGHBORHOOD BUSINESS DEVELOPMENT PROGRAM "

HB 430 and the companion appropriation bill HB 431 is a program modeled
after an existing loan program run by a non-profit corporation within
Anchorage. The concept of the program is to leverage state money with the
secondary financial markets, which include over $30 million from national
insurance companies. Some national insurance companies have made such
"social investments" funds available for community service and public
relation purposes. The purpose of this program is to redevelop commercial
business zones.

The objectives of the program is:

- Create new short term and long term jobs.
- Create an incentive mechanism for attracting new businesses to an area.

- Help make existing businesses more viable, attractive, and stable.

- Leverage business loans made with conventional financing.

- Create a business climate that better services the community.

The bill also stipulates that any non-profit that applies for the grant
funds from the Department of Commerce and Economic Development must meet

the criteria set out in the Neighborhood Reinvestment Corporation.

The purpose of this bill is to offer an opportunity to develop a "true"
public/private partnership in communities.



] Adding Strength through Private Sector Support

NHS Secondary Market Loan Purchases
For the years 1976 to 1986

Cumulative Purchases

Loan Balances (000’s)

25000

20000

15000 -

10000

[>* 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986

“Fiscal years ending September 30

NHSA Secondary Market. 1986

Sote Purchase Agreements tin millions)
I'nulenfiul

Metropolitan

Aetna

Mlstate

I'jpiilulile

Mutual Benefit t.ife

l'inploveis Insurance of Wausau

Total

Bv leveraging social investments. NHSA has heen
able to purchase more than S2I million in loans
from 112 NHSs.

SI125
5.0

4.0

10

1.0

S30.11

Affordable financing for home purchase and repair is
essential to neighborhood revitalization. Because
manv residents in NHS neighborhoods cannot afford
the cost of major home repairs under traditional loan
repavmecnt terms or do not meet conventional credit
criteria, each NHS maintains a revolving loan fund to
provide loans at interest rates and terms that meet
these borrowers' ability to repav.

Neighborhood Housing Services of America (NHSA).
a national corporation created in 1974. provides sup—
port to the NHS network and Neighborhood Rein-—
vestment bv operating a secondary market to keep
NHS loan funds capitalized so that local NHSs will
continue to have the resources thev need to solve
neighborhood problems.

NHSA buys loans from local NHSs and then sells col—
lateralized securities, backed bv pools of these NHS
loans, to social investors. Initially. NHSA used its own
funds to purchase NHS loans. In 1978. the Ford
Foundation and Neighborhood Reinvestment contrib—
uted loan-fund working capital and the Equitable

Life Assurance Society of the I'nitcd States agreed to
invest SI million in NHSA notes backed by NHS
loans, thus introducing private-sector funds into the
process and creating a true secondary market.

The secondary market quicklv prosed to be both a
major resource for the NHS network and a sound
and satisfying social investment (participating inves—
tors agree to "give up” the difference between the
rate of return on their notes with NHSA and the
market rate). Currently, seven major insurance com—
panies have active note participation agreements with
NHSA totaling 530 million dollars.
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Revision Date: Agency Affected: Revenue
Title:"An Act authorizing AhFC to BRU: AHFC
accept~trades in certain cases.l
Sponsor: Labor and Commerce Components:

Requestor: House Labor & Commerce
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1FY 8 1FY 8 1FY 50 1FY 91 1FY 92 1 FY 53
[ OPERATING 1 [ 1 r 1 1
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Date referred: 2/3/88 FURTHER REFERRALS: Judiciary
Finance

DATE= 0-~33 m
The Labor & Commerce Committee has considered HB 432
"An Act authorizing the Alaska Housing Finance Corporation to accept trades

in certain cases; and providing for an effective date.™

RECOMMENDS :

[K] replace with d__S IVP)r]_ CL_ [ 1 the same title

[ 1 attached amendment(s) [ 1 anew title
[)E]1 do pass
[ ] do not pass
] no recommendation
[ ] individual recommendations
[ ] additional referral to the _ Committee
ADOPTS: 1 letter of intent
ATTACHES NEW FISCAL NOTE(s):
[~ ] fiscal impact [ 1 same as previous fiscal note
[ 1 zero fiscal note published
[ 1 zero with analysis [ 1 same as previous zero fiscal

note published
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COMMITTEE:

HB 432 AnAct authorizing AHFC to accept trade

HOUSE LABOR 8 COMMERCE HB 430 AnAct relating tothe .neighborhood ,bus ¢
. development program.
DATE, February 18, 1988 HB 431 An .Act making an appropriation to the n i

borhood business development fund.
HB 313 AnAct relating toinsurance ..rate filin
r— HB 310 AnACt relating topayment under- publ ic.
construction contracts.
HB 81 .
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“"An Act relating to the neighborhood
"business development program."”
“"An Act making an appropriation to ,th

neighborhood business development fu

“"An Act relating to insurance rate Tt
“"An Act relating to workers®™ compensa

REPRESENTING 0 128H6Y!
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Feberuary 16,1963

To Whom It May Concern,

My name is Rick Bierman, 1 am a 9 year resident of Alaska. My
family and 1 live in a mobile home 1in Juneau. We have been paying an
AHFC loan on our home for 4 years. In addition we have made
approximately 5000 dollars worth of improvements including a new
kitchen, fence, wood shed, reardeck, flower beds and an approved
wood stove...We have done needed maintenance. My point is, we love |,

respect and care for our home.

Our problem 1is we"ve out grown our home and need a larger one.
OQur family 1is growing and our present home can no longer accommodate
our needs, our income has also grown and we can afford a larger
home .

Due to market conditions we are unable to sell our home even at

a substantial 1loss. I*m willing to take this loss and trade my home
at market value for a largermore satisfactory home. 1 ™ net asking
for something for nothing, I don"t want a gift, | want to buy.

By allowing people like me to trade up AHFC would hold a
smaller note on a well kept home as opposed to a large note on a
repossessed home, possibly not as well kept.

By allowing people in financial trouble to trade a larger home
for mine,or one like mine AHFC would be sparing people the indignity
of repossession.

Isn™t the reason for AHFC to help Alaskans have homes? In 19S2
that purpose was filled by <creating financing to help Alaskans

acquire homes. In 1988 that purpose, in some cases, may only be
filled by allowing Alaskans to trade homes 1in order to keep cur
homes.

Sincerlyv,

Rick Bierman £ Family
9951 Spruce Wood Park
#25

Juneau, Alaska 99801
789-0076
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Original sponsors: Donley, Ellis,
Boucher, et al.

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. A32 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act authorizing the Alaska Housing Finance Corpo—
ration to accept trades 1in certain cases; and provid—
ing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE AND AUTHORIZATION. (a) The legislature finds
that a sizeable proportion of the residents of the state have mortgages
that exceed both the present value of the property and the present ability
of the mortgagors of the property to make the payments agreed to in the
past. The purpose of this Act 1is to direct the Alaska Housing Finance
Corporation to use creative solutions to the present crisis in the housing
market and, at the same time, to permit the corporation to seek the dis—
posal of surplus residences within the corporation®s 1inventory.

(b) The Alaska Housing Finance Corporation may permit mortgagors who v
are experiencing difficulty in meeting their mortgage payments to return
the residence and its mortgage to the Alaska Housing Finance Corporation
and to enter into a new mortgage for different residential property subject
to the control of the corporation at rates that are more within the ability
of the mortgagors.

(c) The Alaska Housing Finance Corporation may also permit a mortga—
gor who 1is willing to accept the responsibility for a larger mortgage to
offer an existing residence and its mortgage to the corporation and enter
into a new mortgage for different residential property subject to the
control of tLe corporation.

(d) The Alaska Housing Finance Corporation, the mortgage insurers,

-1- CSHB 432 (L&C)
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and the mortgagor shall,
thenegative equity that

(e) Subject to appropriations,

in eachcase,work together to redueej a-portion

may be present 1in individual cases.

the Alaska Housing Finance Corporation

may use up to 1 percent of its total fundequity to achieve the purposes

of this section.

(f) In this section,

* Sec. 2.

* Sec. 3.

CSHB 432 (L&C)

Tesidence” includes mobile homes.

This Act is repealed July 1, 1991.

This Act takes effect

immediately under AS 01.10.070(c).
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ALASKA COURT SYSTEM FISCAL ANALYSIS

CSHB 433

This fiscal note is based onthe assumption that 90percent of state-wide
residential mortgagors In financial distress will request extensions of the
redemption period. Based onan estimated number of 4,258 residential non-
judicial and judicial foreclosures for 1987, with an estimated hearing time of
twenty minutes per request, the court system will need a one half-time standing
master In Anchorage and will contract for standing masters' services in Kenal,

Palmer and Fairbanks,
This fiscal note Is also based on these assumptions:

(1) the court will not be required to hire appraisers to determine "reasonable

economic value";

(2) no extensive hearings will be held on this issue oron the issues of past-
due or anticipated taxes, Insurance, amounts due to a payment by the

owner of amounts due as principal; and

(3) these issues will not be contested.

Finally, this fiscal note Is based on the assumption that the number of resi-
dential foreclosures in 1988 will not change substantially from those for 1987.



Alaska Court Systenm

CS HB 433 (.L&C)..-. Fiscal Impact

Personal Services;
Sa'ary Benefits

Standing Master, Range 24A,
PPT, Anchorage $28,122 $8,299

In-court Clerk, Range 12B,
PPT, Anchorage 12,870 4,964

Court clerk 1, Range O08b,
PPT, Anchorage 10,122 = 4,363

Total Personal Services

Contractual Services

Contractual standing master fees (500 hours at $90 an hour)

Equipment: (one-time cost)

Desk, chair, typewriter, and filing cabinet

Total First Year Cost

latsl

$36,421

17,834

14,485

68,740

45,000

4,266

$118,006

Page 3 of 3



Original sponsor: Labor and Commerce Committee

BY THE LABOR AND

1YIN THE HOUSE COMMERCE COMMITTEE
21 CS FOR HOUSE BILL NO. 433 (L&C)

3; IN THE LEGISLATURE OF THE STATE OF ALASKA

4; FIFTEENTH LEGISLATURE - SECOND SESSION

5! A BILL

0l Foran Act entitled: "An Act establishing a moratorium on judicial and
7 nonjudicial foreclosures on residential property; and
8 ~ providing for an effective date.”

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

10" * Section 1. LEGISLATIVE DETERMINATION AND FINDINGS. The Jlegislature
1 finds that an economic emergency currently exists in the state that threat-
12 ensto undermine a substantial public investment in residential housing and
13 that is causing residents of the state to be displaced from their homes and
¥ has substantially increased insolvencies and bankruptcies among individuals
IShand private and public financial institutions in the state that has brought
157great harm to the people of the state. The legislature further finds that
17 the compelling public 1interest requires the legislature to enact legis-
1S lation granting the courts of the state emergency authority to deal with
19I;the economic emergency facing the state residential housing market in order
2Q‘!ﬁto prevent Tfurther damage to the public welfare. The legislature further
2l determines that the following legislation does not impair the obligation of
2 contract guaranteed under the Constitution of the United States or of the
Bjétate of Alaska when it enacts legislation within 1its police power and
24 within 1its reserved power to protect 1its sovereignty, 1its government, 1its
25 people, and their welfare against exigencies that may arise in the present
%6igreat emergency.

21 * Sec. 2. NONJUDICIAL FORECLOSURES. (a) In a nonjudicial foreclosure
28 of a mortgage or deed of trust on residential property where the period for

29";the redemption by the mortgagor or trustor has not expired, the owner of

-1- CSHB 433 (L&C)
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the residential property may apply to the superior court for an order
delaying the expiration of the period for redemption or other proceedings
related to the foreclosure until one year after the effective date of this
Act. Until one year after the effective date of this Act, the owner of the
residential property has the exclusive right to redeem the property and 1is

entitled to possession of the property.

(b) The superior court, on an application for an extension of t

period of redemption or of other proceedings related to the foreclosure of
residential property under (a) of this section, shall issue an order delay-
ing the expiration of the period for redemption on its determination, after
notice and an opportunity for a hearing, that the property is residential

property and that the owner of the residential property has agreed to and

: has made the payment of a reasonable rental for the residential property

for the period. The reasonable rental shall be determined by the court

based on the reasonable economic value of the residential property on the

date of the request, the past-due or anticipated expenses of taxes, insur—
ance, amounts due to a common interest community, and other amounts requir—
ed to preserve the residential property, and the payment by the owner of
the amounts due as principal under the mortgage. In no case may the rea-—
sonable rental determined by the court® be less than 50 percent of the total

of the monthly mortgage payment and any amounts due to a common interest

community.

(o) If the owner of the residential property subject to an order
issued under (b) of this section fails to comply with the order, the order
extending the period of redemption may be set aside after notice and an
opportunity for a hearing.

(d) The provisions of (@) - (c¢) of this section supersede, Tfor one
year after the effective date of this Act, the provisions of any other law
inconsistent with this section.

CSHB 433 (L&C) -2-



1 * Sec. 3. JUDICIAL FORECLOSURES. (a) In a judicial foreclosure of a
21 mortgage or deed of trust on residential property where the period for the
3 redemption by the mortgagor or trustor has not expired under AS 09.35.250,
4 other law, or under the mortgage or deed of trust, the owner of the resi—
dential property may apply to the superior court for an order delaying the
expiration of the period for redemption or other proceedings related to the
7 foreclosure until two years after the effective date of this Act. Until
3 two yeers after the effective date of this Act, the owner of the residen-
9 tial property has the exclusive right to redeem the property and is enti—
10 tled to possession of the property.
1 (b) The superior court, on an application for an extension of t
12 period of redemption under (a) of this section, shall issue an order delay—
13 ing the expiration of the period for redemption on its determination, after
4 notice and an opportunity for a hearing, that the property is residential
15 property and that the owner of the residential property has agreed to and
,6; has made the payment of a reasonable rental for the residential property
7 for the period. The reasonable rental shall be determined by the court
18) hased on the reasonable economic value of the residential property on the
wﬂ date of the request, the past-due or anticipated expenses of taxes, 1insur—
2] ance, amounts due to a common interest community, and other amounts re-
2l quired to preserve the residential property, and the payment by the owner
2 1of the amounts due as principal under the mortgage. In no case may the
23 reasonable rental determined by the court be less than 50 percent of the
24 total of the monthly mortgage payment and any amounts due to a common
251 interest community.
26. ©) If the owner of the residential property subject to an
27 issued under (b) of this section fails to comply with the order, the order
28  extending the period of redemption may be set aside after notice and an

29§ opportunity for a hearing.

-3- CSHB 433(L&C)



(d) The provisions of (a) - (c¢) of this section supersede, for 1
years following the effective date of this Act, the provisions of any other
l1law inconsistent with this section.
* Sec. A. IT the period for the redemption by the mortgagor or trustor
lof residential property expires within 30 days after the effective date of
"this Act, the period for the redemption is extended to 30 days after the
jeffective date of this Act.

* Sec 5. In this Act, "residential property” includes vessels used for

A residential purposes.

10 * Sec. 6. This Act 1is repealed two years after the effective date of

”I this Act.
1££ * Sec. 7. This Act takes effect immediately under AS 01.10.070(c).
n!
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John F. Ellingson
Attorney-at-Law

9 Gray Birch Trail
Madison, Wisconsin 53717
608-833-6261

February 11, 198S

Ref: Alaska HB 433

To: Representative Dave Donley
From: John . . Ellingson

Dear Representative Donley,
I am an attorney representing a number of borrowers -from

Alaska banks. All of my clients have left Alaska for
economic reasons and are now located in the Pacific
Northwest. AlIl have suffered severe economic loss because of

the poor banking practices in Alaska that resulted in over—
inflation of real estate prices followed by the deep decline
in prices. This situation has been exacerbated by the
actions of the lenders by their auction sales.

Below are my comments on HB 433. Without addressing in
detailthe potential constitutional challenge such
legislation might face, 1 would point out that similar
"breathing space" provisions are included in the United

States Bankruptcy Code at 11 (JSC 362.

COMMENTS: The purposes of the legislation, stated at
Sections 1.(a), 1.(b)()thru <6) are laudable and
necessary. They imply, but donot address directly, the
cause of the problem, nor does the legislation provide for a
solution. This bill would create a necessary "breathing
period" in which an overall solution could be sought and
implemented. The cause of this problem was well stated by
the president of the National Bank of Alaska, when he
recently addressed the State Chamber of Commerce.. He said

that the sole cause of the present economic plight in the
real estate market was the mismanagement of the failed banks.
This statement 1is in line with comments of the FDIC, which
pointed to the mismanagement of First Interstate Bank of
Alaska in their public statement -foilowing the <closure of
that bank.



The secondary lenders participated 1in this mismanagement
by accepting loan participatione and packages that did not
meet prudent underwriting requirements. Two well placed FNMA
employees have admitted to this writer that FNMA is holding a
large number of loans from Alaska that did not meet FNMA

underwriting requirements. The over indulgence of the banks
in the real estate loan market created unrealistic inflated
real estate prices without adding value. The 1inevitable

bursting of this bubble caused the destruction of the real
estate market and has depressed prices well below real value.
The present circumstance has placed the real estate lenders,
the mortgage 1insurance industry and the economy of Alaska 1in
a precarious position.

There has been no recognition on the part of the
secondary lending market of the damage their imprudence has
caused. The damage —caused by the failed banks and their
upstream partners did riot stop at the front door of the
banks, but like a plague has spread throughout the state.
Any solution to the problem must involve a recognition of the
damage cause by the lenders., IMo_mgrator®umx_by 1i_tsel_fx can
89Ly8& this_£frob]”em_bet:ause_i_t_gQl~y _del_ays_the_i_neyi tabl”e” It
is not right, fair or just that the borrowers and real
property owners of Alaska be asked to bear the burden for the
errors of the lending industry., There must be a fair
apportionment of the damages. Because Alaska has a bright
future and the real estate in Alaska is currently priced
below its intrinsic value, there 1is an upside potential that
axil should share 1in. However, the borrowers liability should
be fixed at the present market price. That price has not
been determined by normal market conditions, but has been
921Sly_iDiilkISOESE! by the errors of the lending institutions.

The specific provisions of HB 433 address the method of
applying to the court for relief by a borrower, who has been
foreclosed upon, and now seeks to extend the period of
redemption. However, it xs not clear what procedure a
borrower in default that has not been foreclosed upon should
follow. In such a case the period of redemption is not the
issue, but the foreclosure is the issue. The Bankruptcy Code
provision, mentioned above, provides automatic relief that is
triggered by the filing of the initial Bankruptcy petition.
The provisions of HB 433 might be similarly triggered by the
lender sending the notice of intent to foreclose to the
borrower. The underlying cause of the default could well be
laid at the feet of the lender, but this bill would allow the
foreclosure to proceed under the rules set forth.



The rules and conditions allowing tor the payment at
principle tail to address the situation wherein many loan
documents allow the lender to allocate any payment to either

principle or interest- Under the proposed procedure, a
borrower could tind himself required to make both reasonable
rent payments and loan payments- This combination of
payments could exceed the payment required under the
defaulted loan. It is hard to imagine a borrower, who cannot
make the current loan payment, paying the loan payment plus
reasonable rent- The language of the Dbill should Dbe

tightened to set a ceiling on the total payment that could be
recovered by a lender or ordered by the court.

One suggestion would be to allow the court to determine
the value of the lenders®™ security interest in the property
(similar to the procedure j.n Bankruptcy) and limit total
payments to principal on a thirty year loan at market rates

with a normal amortisation schedule. The loan amount should
be equal to the value of the lenders security interest in the
property. The total payment should be this principle amount
plus reasonable rent on the property. This procedure would
recognize the role of the lender 1in creating the decline in
the price of the real estate that the loan was made on. It
would prevent a double recovery. The lender should be
prohibited from accruing 1interest during the period of the
moratorium. The decreased value of the property, as
determined by the court, should be taken into account in
determining the "reasonable rent". Such a provision would
prevent the double recovery referenced 1in section 1. As the
bill now stands, the lender could make a double recovery in
terms of rent and principle, these new payments could well

exceed the payments due under the defaulted loan..

This is by far the best proposal | have seen to date.
With some technical corrections it goes a long way toward
stopping the bleeding, but it does nothing to provide for the

transfusion required to save the economy. Time alone will
not solve this problem. It has been estimated that the order
of magnitude of this problem is $3,000,000,000.00. Unless

some step 1is taken to affirmatively address this problem, the
$3,000, 000,000. 00 deficit in real peoperty values will haunt
the economy of Alaska far into the futur



| have submitted to Governor Cowper and Senator
Murkoweki a sketch of one potential plan for recovery and
would be pleased to discuss this plan with you.

J3hn F. EILII

cc: Charity Kadow
Randall Moen
David Rose






Duration of Employment

The first few months on ajob are the
most hazardous for an employee. In
1985, 54% of the job_ related injuries
occurred during the first year of serv-
ice and 16% durln% the first month.
Figure 1-26 shows the percent distri-
bution for all time_loss cases report-
ed in 1985. For ail known duratjon
cases. 61% involved employees dur-
ing their first year on the job’and 18%
during the first month.

In construction industries. 32% of all
cases of known duration occurred in
the first month of employment and
over one half (57%) occurred within
the first three months. Manufacturin

was similar with 31% of known dura-
tion cases in the first month and 57%
within the first three months on the
job. Construction and manufacturing
are seasonal industries where the jobs
are of limited duration. Emplo?/ees
may not work for the same firm from
one season to the next. An ex-
Perlenced worker for a new firm may
herefore be counted as an injury case

_ F|?u_re - 1-26
Time Loss Injuries & llinesses
Percent by Duration of Employment
Alaska 1985
Legend
1 [IYears
GE3 7-12 Mo 10.5"
2821 4-6 Mo 11 Z7r.
Hi 2-3 Mo 15.62:
E~3 1 Mo 16.37:
1 4-5  11-25 36+
2-3 6-10 26-35 Unknown

Duration of Employment - YEARS

afteronly a short duration on that job.
Table B-15 contains duration of em-
ployment data on injured workers by
major industry.

. Figure 1-27 =~ Table 1-18
Time Loe-a anu“es Percent Distribution Percent of Injuries after the 8th Work Hour
by Shift Hour Accidont Occurred b
Alaska 1984 y Industry Division
Alaska 1980-1984
1980 1981 1982 1983 1984
Private Sector 23.6 23.6 23.6 19.5 20.4
Minin?, 34.7 34.8 36.5 31.9 34.7
Qil ] Gas 36.0 35.8 39.5 32.4 36.0
Construction 27.8 25.9 26.5 22.0 21.3
Manufacturing 27.0 25.1 24.0 19.8 24.9
Seafood — =333 35.8 32.6 28.9 37.1
Lumber & Wood 17.8 16.5 15.2 11.1 16.1
Transportation 20.7 24.1 22.7 19.2 20.3
Trade 16.8 17.1 17.3 14.9 16.9
221 coaaa. Finance 12.9 15.0 27.2 19.5 18.7
Services 19.1 20.2 20.5 16.3 16.2
Shlft Blour ACCIdent State & Local Govt. 13.4 14.9 18.1 15.4 17.0
ccurred

The shift hour in which an accidents
occurs is computed from the elapsed
time between the scheduled start of
the work day and “ -e recorded time
of the accident 3  stribution of
cases from th' ar for which
these data wei able (1984) is
presented in F.dtve 2-14, Almost
Identical patterns are seen in the dis-

tributions for 1980 to 1984. Less than

one-half of the accidents happened
during the first half of the day. Most
of the accidents that occurred durlng
the second half of the day occurre

after the seventh shift hour. A small

portion of the cases involved acci-

dents which happened prior to the

scheduled start of the shift, indicat-

ing that in some cases the individual
began working prior to the usual time
that day. Fatigue appears to play a

31

significant role in the occurrence of
time loss accidents. A historical sum-
mary of the portion of cases after the
elghth hourof work is given in Table
1-18. For industries which charac-
teristically have long working hours,
the percentage of acCidents occurring
after eight work hours is greater than
the average.
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Cramer
2/25/88
Original sponsor: Labor and Commerce
Committee
BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 436 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring payment to certain employees of
time and a half or double time wages for work in
excess of eight hours a day or 40 hours a week."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 23.10.060 is amended to read:

Sec. 23.10.060. PAYMENT FOR OVERTIME. (a) Except as provided
in (b) of this section, an [AN] employer who employs employees engaged
in commerce, or other business, or 1in the production of goods or
materials in the state [ALASKA] may not employ an employee [NOT ACTING
IN A SUPERVISORY CAPACITY, EITHER MALE OR FEMALE,] for a workweek
longer than 40 hours or for more than eight hours a day™_

(b) ITf an [, EXCEPT THAT |IF THE] -employer employs [FINDS IT
NECESSARY TO EMPLOY] an employee more than [IN EXCESS OF] 40 hours but
not more than 60 hours a week or more than eight but not more than 12
hours a day, the employer shall pay compensation for this [THE] over—
time at the rate of one and one-half times the regular rate of pay”
IT an employer employs an employee more than 60 hours a week or more
than 12 hours a day, the employer shall pay compensation for this
overtime at the rate of two times the regular rate.

(c) This section [SHALL BE PAID, AND THIS PROVISION] 1is con—
sidered included in all contracts of employment.

(d) This section does not apply with respect to

¢)) an employee employed by an employer employing less than
four employees in the regular course of business, as “regular course

-1- CSHB 436 (L&C)



of business” is defined by regulations of the commissioner;

(2) [REPEALED

(3) REPEALED

D] an employee employed 1in handling, packing, storing,
pasteurizing, drying, preparing 1in their raw or natural state, or
canning agricultural or horticultural commodities for market, or 1in
making cheese or butter or other dairy products;

3) [B)] an employee of an employer -engaged 1in small
mining operations where not more than 12 employees are employed, if
the employee 1is employed not in excess of 12 hours a day or 56 hours a
week during a period or periods of not more than 14 workweeks in the
aggregate in a calendar year during the mining season, as the season
is defined by the commissioner;

(4) [(6) REPEALED

(7)] an employee engaged in agriculture;

B) [38)] an employee employed 1in connection with the
publication of a weekly, semiweekly, or daily newspaper with a circu—
lation of less than 1,000;

®) [(9D] a switchboard operator employed 1in a public
telephone exchange that [WHICH] has fewer than 750 stations;

(M [(0)] an employee of an employer engaged in the busi —
ness of operating taxicabs;

B [(11D)] an employee 1in an otherwise exempted employment
or proprietor in a retail or service establishment engaged in handling
telegraphic, telephone, or vradio messages for the public under an
agency or contract arrangement with a telegraph or communications
company where the telegraph message or communications revenue of the
agency does not exceed $500 a month;

(9 [(12)] an employee employed as a seaman;

CSHB 436 (L&C) -2-
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(10) [(13)] an employee employed in planting or tending
trees, cruising, or surveying, or bucking, or felling timber, or 1in
preparing or transporting logs or other forestry products to the mill,
processing plant, railroad, or other transportation terminal,if the
number of employees employed by the employer in the forestryor lum-
bering operations does not exceed 12;

(11) [(18)] an individual employed as an outside buyer of
poultry, eggs, cream, or milk in their raw or natural state;

(12) [(15)] casual employees as may be liberally defined by
regulations of the commissioner;

(13) [(16)] an employeeof a hospital whose employment
includes the provision of medical services;

(14) [(17)] work performed by an employee under a flexible
work hour plan if the plan 1is included as part of a collective bar-
gaining agreement;

(15) [(18)] work performed by an employee under a voluntary
flexible work hour plan if

(A) the employee and the employer have signed a writ-
ten agreement and the written agreement has been filed with the
department; and

(B) the department has 1issued a certificate approving
the plan which states the work 1is for 40 hours a week and not
more than 10 hours a day; Tfor work over 40 hours a week or 10
hours a day under a flexible work hour plan not included as part
of a collective bargaining agreement, compensation at the rate of
one and one-half times the regular rate of pay shall be paid for
the overtime;

(16) an employee acting in a supervisory capacity.

-3- CSHB 436 (L&C)
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Duration of Employment

The first few months on a job are the
most hazardous for an employee. In
1985, 54% of the job related mgurles
occurred during the first year of serv-
ice and 16% durln% the first month,
Figure 1-26 shows the percent distri-
bution for all time loss cases report-
ed in 1985. For all known duration
cases. 61% involved employees dur-
ing their first year on the job’and 18%
during the first month.

In construction industries. 32% of all
cases of known duration occurred in
the first month of employment and
over one half (57%) occurred within
the first three months. Manufacturing
was similar with 31% of known dura-
tion cases in the first month and 57%
within the first three months on the
job. Construction and manufacturing
are seasonal industries where the jobs
are of limited duration. EmploYees
may not work for the same firm from
oneé season to the next. An ex-
Perlenced worker for a new firm may
herefore be counted as an injury case

Figure 1-27 S
Time Loss Injuries Percent Distribution
by Shift Hour Accident Occurred

Alaska 1984
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The shift hour in which an accidents
occurs is computed from the elapsed
time between the scheduled start of
the work day and the recorded time
of the accident. A distribution of
cases from the last year for which
these data were available (1984) is
presented in Figure 2-14, Almost
Identical patterns are seen in the dis-
tributions for 1980 to 1984. Less than

. Fi?u_re. 1-26
Time Loss Injuries & lllnesses
Percent by Duration of Employment

Alaska 1985
Legend
| | Years
E3 7-12 Mo 105/5
4-6 Mo 11.7%
2-3 Mo 15.6%
1 Mo 16.3%
4-5 11-25 36+
2-3 6-10 26-35 Unknown

Duration of Employment - YEARS

after only a short duration on that job.
Table B-15 contains duration of em-
ployment data on injured workers by
major industry.

Table 1-18
Percent of Injuries after the 8th Work Hour
by Industry Division
Alaska 1980-1984

1980 1981 1982 1983 1984

Private Sector 23.6 23.6 23.6 19.5 20.4
Mining 34.7 34.8 36.5 31.9 34.7
Oil & Gas 36.0 35.8 39.5 32.4 36.0
Construction 27.8 25.9 26.5 22.0 21.3
Manufacturing 27.0 25.1 24.0 19.8 24.9
Seafood 38.6 35.8 32.6 28.9 37.1
Lumber & Wood 17.8 16.5 15.2 111 16.1
Transportation 20.7 24.1 22.7 19.2 20.3
Trade 16.8 17.1 17.3 14.9 16.9
Finance 12.9 15.0 27.2 19.5 18.7
Services 19.1 20.2 20.5 15.3 16.2
State & Local Govt. 13.4 14.9 18.1 15.4 17.0

one-half of the accidents happened
during the first half of the day. Most
of theaccidents that occurred durlng
the second half of the day occurre

after the seventh shift hour. A small

portion of the cases involved acci-

dents which happened prior to_the

scheduled start of the shift, indicat-

ing that in some c¢ases the individual
began working prior to the usual time
that day. Fatigue appears to play a

significant role in the occurrence of
time loss accidents. A historical sum-
mary of the portion of cases after the
el(llhth hour of work is given in Table
1-18. For industties which charac-
teristically have long working hours,
the percentage of accidents occurring
after eight work hours is greater than
the average.



ALASKA DEPARTMENT OF LABOR
Office of the Commissioner
BRIEFING PAPER - OVERTIME APPLICATION P.0. Box 21149
Juneau, AK 99802-1149

The State of Alaska mandates the payment of overtime for any hours worked over
eight in a day and 40 in a workweek. This law (AS 23.10.060) applies to all
employees employed by employers in the state, with the following exceptions:

(€)) an employee employed by an employer employing less than four
employees in the regular course of business, as regular course of business Iis
defined by regulations of the commissioner;

(&) an employee employed in handling, packing, storing, pasteurizing,
drying, preparing in their raw or natural state, or canning agricultural or
horticultural commodities for market, or in making cheese or butter or other
dairy products;

@) an employee of an employer engaged in small mining operations where
not more than 12 employees are employed, if the employee is employed not in
excess of 12 hours a day or 56 hours a week during a perioa or periods of not
more than 14 workweeks iIn the aggregate in a calendar year during the mining
season, as the season 1is defined by the commissioner;

(@ an employee engaged in agriculture;

(B) an employee employed in connection with the publication of a
weekly, semiweekly, or daily newspaper with a circulation of less than 1,000;

(6) a switchboard operator employed in a public telephone exchange
which has fewer than 750 stations;

(7)) an employee of an employer engaged in the business of operating
taxicabs;

(©) an employee in an otherwise exempted employment or proprietor in a
retail or service establishment engaged in handling telegraphic, telephone, or
radio messages for the public under an agency or contract arrangement with a
telegraph or communications company where the telegraph message or
communications revenue of the agency does not exceed $500 a month;

© an employee employed as a seaman;

(10) an employee employed in planting or tending trees, cruising, or
surveying, or bucking, or felling timber, or in preparing or transporting logs
or other forestry products to the mill, processing plant, railroad, or other
transportation terminal, if the number o™ employees employed by the employer
in the forestry or lumbering operations does not exceed 12;

(11) an individual employed as an outside buyer of poultry, eggs,
cream, or milk in their raw or natural state;

(12 casual employees as may be liberally defined by regulations of the
commissioner;

(13) an employee of a hospital whose employment includes the provision
of medical services;



(14) work performed by an employee unde*- a flexible work hour plan if
the plan 1is included as part of a collective bargaining agreement;

(15) work performed by an employee under a voluntary flexible work hour
plan if

(A the employee and the employer have signed a written agreement
and the written agreement has been filed with the department; and

(B) the department has e"ssued a certificate- approving the plan
which states the work 1is for 40 hours a week and not more than 10 hours a day;
for work over 40 hours a week or 10 hours a day under a flexible work hour
pi? not included as part of a collective bargaining agreement, compensation
at the rate of one and one-half times the regular rate of pay shall be paid
for the overtime;

(16) a person acting In a supervisory capacity.

The following provisions also apply to overtime exemptions, but include
minimum wage as well:

(O an individual employed in agriculture which includes farming in all
its branches and, among other things, includes the cultivation and tillage of
the soil, dairying, the production, cultivation, growing, and harvesting of
any agricultural or horticultural commodities, the raising of livestock, bees,
fur-bearing animals, or poultry, and any practices, including forestry and
lumbering operations, performed by a farmer or on a farm as an incident to or
in conjunction with the farming operations, including preparation for market,
delivery to storage or to market or to carriers for transportation to market;

(@ an individual employed in the catching, trapping, cultivating or
farming, netting or taking of any kind of fish, shellfish, or other aquatic
forms of animal and vegetable life;

(@) an individual employed in the hand picking of shrimp;

(@ an individual employed in domestic service, including a
baby-sitter, 1in or about a private home;

(B5) an individual employed by the United States or by the state or
political subdivision of the state including prisoners not on furlough
detained or confined in prison facilities;

(6) an individual engaged in the activities of a nonprofit religious,
charitable, cemetery or educational organization where the employer-employee
relationship does not, in fact, exist, and where services rendered to the
organization are on a voluntary basis;

(7) an employee engaged in the delivery of newspapers to the consumer;

() an individual employed solely as awatchman or caretakerof a plant
or property that is notin productive use for a period of four months or more;



(@ an individual employed in a bona fide executive, administrative or
professional capacity or in the capacity of an outside salesman or a salesman
who 1is employed on a straight commission basis;

(10) an individual employed in the search for placer or hard rock
minerals;

(11) an individual under 18 years of age employed on a part-time basis
not more than 30 hours iIn a week; or

(12) employment by a nonprofit educational or child care facility to
serve as a parent of children while the children are in residenceat the
facility if the employment requires residence at the facility and is
compensated on a cash basis exclusive of room and board at an annual rate of
not less than

(A $10,000 for an unmarried person; or
(B) $15,000 for a married couple.

This means that persons performing work such as laborer, clerical, waitress,
bookkeeping, etc., providing the employer employs more than three (3) persons,
are entitled to the payment of overtime (one and one-half times the regular
rate of pay).

A general misconception on the part of the employer is when a salary is oaid
to an employee, overtime does not need to be compensated. Although a tide
may be given to an employee that aludes to exempt status, it is the actual
duties performed that must be reviewed to determine iIf that employee is indeed
exempt. The following definitions are found®"at 8 AAC 15.910 to assist if.
determining exempt status of certain job classes:

(O "administrative employee"™ means an employee

(A whose primary duty consists of work directly related to
management policies or supervising the general business operations of his
employer;

(B who customarily and regularly exercises discretion and
independent judgment;

(© who performs hiswork under only generalsupervision;
(®) who 1is paid on asalary or fee basis;

(® who regularly and directly assists a proprietor or an
exempt executive employee of the employer; and

(™ who performs work along specialized or technical lines
requiring special training, experience or knowledge and does not devote more
than 20 percent of his weekly hours to activities which are not described in
this paragraph or paragraphs (7) or (11) of this section;

(2 ‘casual employee™ asused in AS 23.10.060(15), means an
employee engaged in an activity which occurs without regularity and is not in
the usual course of trade, business, occupation or profession of his employer;

3, @ and (B) Not shown inasmuch as they are not applicable to
determining overtime eligibility.



(6) "domestic service iIn or about a private home"™ as used iIn AS
23.10.055(4), means a person employedin or about a private home of a person
by whom he 1isemployed and who performs such services or activitiesas a
babysitter, a cook, a butler, a valet, a maid, a housekeeper, a governess, a
jJanitor, a laundress, a caretaker, a handyman, a gardener, a footman, a groom,
or a chauffeur of automobiles for family use;

(M) "executive employee"™ means an employee

(A whose primary duty consists of the management of the
enterprise inwhich he is employed or of a customarily recognized branch,
department, or subdivision of the enterprise;

(B) who customarily and regularly directs the work of two or
more other employees;

(© who has authority to hire or fire or effect any other
change of status of other employees or whose suggestions or recommendations
regarding these kinds of changes are given particular weight;

(DO who customarily and regularly exercises discretionary
authority;

(B who does not devote more than 20 percent of his weekly
hours to activities which are not directly and closely related to the work
described in this paragraph or paragraphs (1) or (11) of this section; and

(™ who is compensated on a salary basis;
(@) '"outside salesman' means a person

(A who is customarily and regularly away from the employer-”s
place of business;

B who is employed for the purpose of making sales, contracts
for sales, consignments, or shipment for sale, or for obtaining orders for
service or for use of facilities for which consideration will be paid by the
client or customer; and

(© whose hours of work of a nature other than that described
in this paragraph or in (12) of this subsection do not exceed 20 percent of
the hours worked in the workweek;

(@ ‘professional employee™ means an employee, except for the
classifications of registered nurse and licensed practical nurse

(A) whose primary duty is

O] to perform work requiring knowledge of an advanced
in a field of science or learning customarily acquired by a prolonged course
of specialized intellectual instruction and study, as distinguished from a
general academic education or from an apprenticeship or from training iIn the
performance of routine mental, manual, or physical processes, or



(i) to perform work that is original and creative in
character in a recognized field ofartistic endeavor (as opposed to work which
can be produc J by a person with general manual or intellectual ability and
training), athe result of which depends primarily on the invention,
imagination, or talent of the employee, or

(ifi) to teach, t*itor, instruct, or lecture in the activity
of imparting knowledge, and who isemployed and engaged in this activityas a
teacher certified or recognized assuch in a school or other educational
establishment or institution; and

(B) whose work
«
(1) requires the consistent exercise of discretion and
judgment : Sts performance,

an is predominately intellectual and varied iIn chara
(as opposed to routine mental, manual, mechanical, or physical work) and is of
such character that the output produced or the result accomplished cannot be
standardized on a time basis, and

(iii) 1is compensated on a salary or fee basis;

(10) salesman employed on a straight commission basis™ means a
person

(A who is regularly employed on the business premises of the
employer;

(B who is compensated on a straight commission basis for the
purpose of making sales, contracts for sales, consignments, or shipments for
sale or for obtaining orders for services or the use of facilities for which a
consideration will be paid by the client or customer; and

(© whose hours of work of a nature other than that described
in this paragraph or in (10) of this subsection do not exceed 20 percent of
the hours worked in the workweek;

(11) ''supervisory capacity'" means those primary duties performed by
an employee who is employed solely for the purpose of regularly assigning and
directing the activities of other employees; and is responsible for results of
the work performed and; who does not perform duties regularly performed by the
employees supervised, except for brief periods of time not to exceed 20
percent of the hours worked in the workweek; for the purpose of AS 23.10.060,
'supervisory capacity” does not apply to an employee required by the employer
to perform those activities on an intermittent or substitute basis during the
course of employment;

IT an employee is employed on an hourly rate, the method of calculating the
overtime rate is one and one-half times is basic hourly rate. An employee
need not actually be hired at an hourly rate. The employee may be paid by
piece-rate salary, commission, or any other basis agreeable to the employer
and employee. However, the applicable compensation basis must be converted to
an hourly rate when determining the regular rate for computing overtime
compensation and must be presented to the employee (AS 23.05.160) at the time
of hire, 1In writing.



When an employee is employed on a salary basis (8 AAC 15.100 summarized):

1) The employment contract must set out the specific number of hours
the employee is expected to work each day and each week. The contract must
establish a regular hourly rate of pay with re pect to the salary to be paid
and the hours to be worked. This written document must show the overtime
rate, based on the regular hourly rate, if hours required to work exceed eight
in a day or 40 in a week.

2) If a contract fails to establish a fixed number of daily and weekly
hours for which the salary is intended to compensate, or if the actual hours
of work deviate from the hours specified in the contract, the salary will be
considered to be compensation for an eight-hour work day and forty-hour
workweek, and overtime will be computed on that basis.

When converting a salary to an hourly rate the following method is used:

Monthly salary X 12 months = yearly salary
Yearly salary j. 52 weeks = weekly salary
Weekly salary ~ number of hours worked
during normal workweek = hourly rate
Hourly rate x 1.5 = overtime rate

From July 1986 through December 1987, the Anch"rage Wage & Hour office
processed 274 claims that contained an overtime violation. Of these claims,
70 involved employees that were pailid on a salary basis. The other 204 were
paid on an hourly rate, piece rate, commission or other basis.

0183s



Sonosky, Chambers, Sachse & Miller
SUITE 700
900 WEST FIFTH AVENUE
ANCHORAGE, ALASKA 0B50l1
(907) 258-6377
TELECOPIER (907) 272-8332

OF COUNSEL

MAAEPQ/#N RJ.'SSAOCNHOSSEKY LOFTUS E. BECKER, JR.
REID PEYTON CHAMBERS ROGER W. DuBROCK
WILLIAM R. PERRY
LLOYD BENTON MILLER*

WASHINGTON. D. C. OFFICE
DONALD J. SIMON e 1250 EYE STREET. N. W.
MARY V. BARNEY (202) 682-0240
ANNE D. NOt O

JILL A. De La HUNT*

*ALASKA AND D'STRICT OF COLUMBIA BARS
«*WISCONSIN BAR
ALL OTHERS DISTRICT OF COLUMBIA BAR

Honorable Dave Donley, Chairman
House Labor & Commerce Committee
State Capitol Building

P. 0. Bex V (Mail Stop 3100)
Juneau, AK 99811

Re: Proposed amendments to the Alaska
Wage and Hour Act, H.B. 436
(Our file 901.22)

Dear Representative Donley:

We write on behalf of several regional native non-profit
associations to suggest one of two amendments to the Alaska Wage

nd Hour Act. We request that one of these amendments be 1in-—
cluded in the House Labor and Commerce Committee substitute for
H.B. 436.

We are general counsel for the Yukon-Kuskokwim Health
Corporation, the Aleutian/Pribilof Islands Association, and
several other similar native non-profit regional associations 1in
Alaska. These associations are unique 1in that they administer a
very special <category of federal <contract in Alaska called a
"Public Law 93-638" contract (or simply a "638" contract).
Public Law 93-638 1is codified at 25 U.S.C. 450 iet sea.. and 1is
commonly known as the Indian Self-Determination and Education
Assistance Act of 1975. The statute authorizes certain entities
to undertake unique contracts with the U. S. Indian Health
Service and the Bureau of Indian Affairs of the U. S. Department
of the Interior. Under these contracts - which are neither
ordinary procurement-type contracts nor government grant programs
— the Federal Government will turn over the operation of certain
federal health and social service programs benefiting Alaska
Natives to a Native-controlled contracting party. For 1instance,
the Yukon-Kuskokwim Health Corporation annually operates approx—
imately $8 million in Indian Health Service programs under its
Public Law 93-638 contract. (The idea behind the federal law is
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to encourage Alaska Native organizations to themselves administer
programs benefiting their own people.) Under this unique type of
federal <contracting, the vregional Native association actually
stands in the shoes of the Federal Government.

In the area of wage and hour matters, these 638 contractors
are governed by the federal wage and hours laws. In addition,
their contracts typically contain restrictions on the extent to
which the 638 contractor may incur liability for expenses such as
overtime wages. These restrictions may conflict with state
overtime laws.

Given the wunique nature of the relationship between these
Native entities and the United States Government, and given the
fact that federal wage and hour laws govern their activities, one
might expect that they would be exempt from the Alaska Wage and
Hour Act by virtue of the Act"s exemption in A.S. 23.10.055(5).
However, it appears that this exemption does not, 1in fact, reach

638 contractors. We believe that these wunique federal <con-—
tractors should not be subject to the potentially conflicting and
inconsistent application of laws by two sovereigns - the United
States and the State of Alaska. Accordingly, our first sug-—

gestion is that H.B. 436 be amended to add the following language
to A.S. 23.10.055(5):

"or an organization administering a federal contract
pursuant to 25 U.S.C. 450 et seq.l

2. Proposed Amendment to A.S. 23.10.060

Our second suggested change to the Alaska Wage and Hour Act
is in the nature of a lesser alternative to our first suggestion.
The area of greatest concern regarding the application of
Alaska®s Wage and Hour Act to 638 contractors has been 1in the

area of overtime wages. Section 60 of the overtime law contains
a number of exemptions designed to reflect a variety of public
policy decisions. Some of the exemptions are not easily applied

to the rural context and apparently were not drafted with the
realities of rural Alaska in mind.

Specifically, the exemption for employees of a "hospital"” is
not reflective of the fact that in most of rural Alaska health
care services are not provided through a facility that would be

considered a hospital. Understandably, the Wage and Hour
Division seeks an aggressive, narrow interpretation of these
exemptions to carry out its mission of protecting the employee®s
right to overtime wages. In a recent 1instance this led to a

somewhat peculiar result in connection with the Yukon-Kuskokwim
Health Corporation (YKHC). In Bethel, YKHC administers the U. S.
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Indian Health Service Dental Program (as well as a number of
other IHS programs). These programs are administered out of the
IHS-operated Bethel Hospital, jJjust as they would be were the
Indian Health Service operating these programs. YKHC does not
actually administer the entire hospital, only several of the
programs in the hospital. (In the course of the next two years

YKHC will actually take over administration of the hospital from
the 1Indian Health Service as part of an expansion of 1its 638
contract.) In a recent decision, the Wage and Hour Administra-—
tion concluded that an employee in the dental department was not
an employee of a "hospital"” (and therefore not exempt wunder
Section 60) because YKHC does not at present administer the
entire hospital. We believe this hypertechnical, narrow reading
of the exemption 1is not consistent with the Legislature®s intent
in this Section.

Institutional medical care providers generally work out of
hospitals in metropolitan regions of the State, and even 1in many

of the sub-regional hubs. But in the balance of Alaska - in
bush Alaska - institutional health <care providers Ilike YKHC
employ a decentralized mechanism to reach village residents. We
believe the "hospital™ exemption unfairly (though wunintention—

ally) discriminates against rural health care providers by
restricting the coverage of the exemption strictly to the major
metropolitan areas of the State. The consequence 1is that the
considerably higher expense of providing medical services in bush
Alaska 1is compounded by the apparent 1lack of an exemption from
the overtime laws. And too, as noted earlier, this in turn leads
to conflicts with the federal wage and hour laws.

We believe that our first suggested amendment will take care
of this problem. However, in the event a narrower, "surgical"”
approach 1is desireable, we propose the following new subsection
to A.S. 23.10.060:

"(19) An employee of an organization which provides
rural health care services or social services and whose
employment 1includes delivery, and assistance in de—
livery, of health care and social services, 1including
but not Ilimited to medical and dental services and
substance abuse control."

This new exemption we believe would more fairly reflect the
manner in which health care services are delivered 1in bush
Alaska, and 1is fully consistent with the Alaska Legislature®s
public policy as embodied in the current exemptions.

Neither of these amendments should be controversial. If the
Federal Government 1is immune from the Alaska Wage and Hour Laws,
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a special 638 contractor who 1is required to stand in the shoes of
the Federal Government should not be subject to those laws,
especially when the contractor is subject to the federal wage and
hour laws. Nor should the exemptions from theovertime
provisions of the Act reflect biases in the manner in which
health <care services are provided around the State. We have
tried in our proposal to suggest narrow language to meet these
goals. Of course, we would bemost pleased to work with the
Committee to refine this Jlanguage further —consistent with the
overall framework of the Alaska Wage and Hour Act.

Please do not hesitate to call upon us 1if you have any
questions regarding our proposals.

Sincerely,

Lloyd B. Miller

LBM/kg

cc: All Committee Members
Ginger Baine

Donley.AWHA
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DEAR DAVE,

I am writing in regards to HB436,introduced by you
according to a newspaper article | recently read.
Congratulations on uhat 1 hope will become law.

This has been kind of a thorn iIn my side ever since
have worked on the Pipeline, 10 1/2 years. At present we work
84 hours on our work week and get time and a half for all
hours over 40. 1 realize these are good jobs and the pay is
good but in trie years | have been out here |1 have seen the
benefits eroding and work 1increasing due to a reduction in
personnel. Therefore, |1 urge you to gather all the support
you can and pass this thing when it’s up for consideration.
I’m sure the oil interests will 1lobby for it"s defeat.

One side note to the pay package we now enjoy, is the
overtime payed,for a holiday worked. In our on week the last
two days of the seven day work week are normal overtime
days. Therefore, 1if a holiday falls on those days we get no
premium pay for working that holiday other than what we
would normally get. Because, our pay policy states 'on a
holiday worked you will get time and a half for all hours
worked plus 12 hours straight time”™ In the case 1 stated the
person who replaces me,on my off week, will get the same pa,
for that pay period that 1 get and they would be at home for
the holiday. You can’t pyramid overtimeis their explanation.

Thank you for your efforts in this matter and keep up
the good work. 1 am not a voter in your district but 1 have
sent letters to my Legislators , Terry Martin and Pat
Pourchot , urging their support.

*

GRD J ."JOE"™ CUMMINGS

i DICKERSON DR
ANCHORAGE ,ALASKA 99504
333-7390
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February 12, 1988

Representative Dave Donley

Chairman

Labor and Commerce Committee

House of Reprsentatives

P. 0. Box V / X >
Juneau, Alaska 99811

RE: House Bill Number 436
Dear Representative Donley:

I"m sure there was probably some good purpose behind the
introduction of HB 436, although, 1 am not able to discern
what it may be.

I am asking that your committee consider the impact this
would have on a large portion of current and prospective
jobs in Alaska.

As I am sure you know, most all of the jobs relating to
employment on the North Slope, Aleyeska Pipeline and remote
work sites, are rotating twelve hour shifts, seven days a
week. They are two weeks on, with corresponding relief
time of two weeks off. Under this system current employees
are paid forty hours straight time, and forty-four hours at
time and one half. Additionally they are transported to
and from the job, and they are furnished free room and
board.

If this bill 1is passed; there will be forty hours of
straight time, twenty hours of one and a half times, and
twenty-four hours at double time. It does not take long to
calculate the impact this would have on labor costs.
Presently the pay 1is the same as one hundred and six hours
straight time per week. The new bill would equate to one
hundred and eighteen hours. This causes an increase of
over an eleven percent raise in direct wage costs.



The net effect of this Bill, to me, and other employers,
will be to either reduce base wages, or cut back on the
number of employees.

I have been 1in the process for several months of
negotiating under the current scheduling, for a job that
starts this spring. As soon as this bill was 1introduced,
all planning was stopped and it is now debatable if it will
go forward

I see this as having a negative impact on the Alaska work
force; and it will result in a further increase of
unemployment. This 1is certainly the wrong thing at the
wrong time for Alaska®s economy.

Your consideration is earnestly solicited to give further

thought to this bill. I would appreciate hearing from you
concerning any reasons for supporting this Bill.

Sincerely,

Richard L. Burton
President

RLBdrb

cc Committee Members
House Judiciary Committee
Chamber Legislative Committee



POUCHY  STAIEGHITOI

JUNEAU ALASKA 99811
07 46-30
LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 3, 1988
SUBJECT: Laws concerning payment of overtime wages

(Work Order No. 5-1626)
TO: Representative Dave Donley

Chairman

House Labor and Commerce Committee

FROM: Teresa B. CramervJ/AX~?
Legislative Counsel

You have requested an opinion concerning a salaried em—
ployee®s right to payment of overtime wages. The right to
overtime wages under both state and federal law makes no
distinction on the basis of the method an employer uses to
pay an employee. Salaried employees have the same rights as
hourly employees.

The state law is contained in AS 23.10.050 - 23.10.150 and
is based on the federal Fair Labor Standards Act, 29

U.S.C. 201-219. Where state and federal law establish dif—
ferent levels of protection, an employee is entitled to an
application that results in the better coverage for the em—
ployee. 29 U.S.C. 218.

In state law, AS 23.10.060, payment for overtime is required

if the employer finds it necessary to employ an em—
ployee in excess of 40 hours a week or eight hours a
day, compensation for the overtime at the rate of one
and one-half times the regular rate of pay shall be
paid, and this provision is considered included in all
contracts of employment.

The section goes on to list particular employment situations
to which the requirement for payment of overtime does not
apply. A copy of AS 23.10.060 1is attached for your infor—
mation. In addition to the exemptions granted by AS 23.-
10.060, there is a general exemption from the Wage and Hour



Act in AS 23.10.055, a copy of which is also attached. In
neither of these sections does being a salaried employee
affect the right to overtinme.

Since salaried employees are not directly addressed under
the Wage and Hour Act, the question becomes whether they are
"employees™ employed by an "employer.”™ State law does not
define either "employer™ or "employee." Under AS 23.10.145,
the federal definitions in the Fair Labor Standards Act
apply to state law. Under 29 U.S.C. 203(d), an "employer"™

includes any person acting directly or indirectly in
the interest of an employer in relation to an employee
and includes a public agency, but does not include any
labor organization (other than when acting as an em—
ployer) or anyone acting in the capacity of officer or
agent of such labor organization.

The definition of "employee,” contained in 29 U.S.C.

203(e) (1), makes ™any individual employed by an employer™ an
employee, with certain exceptions, 1in later paragraphs, for
employees of public agencies and certain agricultural em—
ployees .

The state regulations address how to convert a salary into
an hourly wage so that the amount of overtime can be
computed. A copy of 8 ALA.C. 15.100 - 15.102 1is included.

You asked whether an employee can bargain away overtime
rights. Under state law, AS 23.10.060(17), work performed
by an employee under a flexible work hour plan is exempt
from the overtime requirements if the plan is part of a col—
lective bargaining agreement. Under paragraph (18), which
applies outside of collective bargaining, overtime is ex—
empted if the work is performed under a voluntary flexible
work hour plan and if the employer and employee have signed
a written agreement which has been filed with the Department
of Labor and the department has approved the plan. Plans
under paragraph (18) are limited to 40 hours a week and no
more than 10 hours a day. Work in excess of either of those
figures must be compensated at one and one-half times the
regular rate of pay. There 1is no other provision in state
law for waiving application of the overtime requirements for
employee bargaining.

The general federal law on payment of overtime is set out 1in
29 U.S.C. 207, with exceptions to the Fair Labor Standards
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Act set out in 29 U.S.C. 213. Copies of both statutes are
included. Note that the federal provisions only cover
employers "engaged in commerce”™ or the "production of goods
for commerce.” 29 U.S.C. 207(a). These are defined terms
that further limit federal coverage.

Under federal law, 29 U.S.C 207(b), a collective Targaining
agreement supercedes the overtime statutes as long as the
agreement limits employment to 1,040 hours in a period of 26
consecutive weeks (which averages out to eight hours a day,
five days a week) or to 2,240 hours in a period of 52 con—
secutive weeks with certain guarantees. There 1is also an
exception in that subsection for certain wholesale or bulk
distributors of petroleum products.

You have also asked whether an employer can respond to the
added cost of overtime by reducing the level of an
employee®s base wage. Legally, as long as the employer is
not violating other state and federal standards concerning
pay equity and does not violate existing employment
contracts, an employer may set wages at any level at which
the employer wishes. The decision is a business decision,
balancing the reduction of wages against the need to attract
and retain employees.

If | may be of further assistance, please advise.
Attachment

TBC:bb
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DEDUCTIONS FROM AN
Repealed. (12/9/78,

8 AAC 15.050.
EMPLOYEE™S WAGES.

Reg. 68)

8 AAC 15.060. PLACE OF EMPLOYMENT
FOR PURPOSES OF RECORD KEEPING.
Repealed. (12/9/78, Reg. 68)

8 AAC 15.070. DEFINITIONS OF
MISCELLANEOUS TERMS USED IN AS
23.10.050 - 23.10.150. Repealed. (12/9/78,
Reg. 68)

ARTICLE 2.

MINIMUM WAGES AND OVERTIME

Section

100. Payment for overtime

102.  Voluntary flexible work hour plans
105. Minimumw a g e

8 AAC 15.100. PAYMENT FOR OVERTIME.

@ An employee’ regular rate s the basis for

computing overtime. The regula. rate B an
hourly rate figured on a weekly besis. An
employee need not actually be hired at an

/ hourly rate. The employee may be paid by

I piece-rate, salary, commission, or any other besis

/ agreeable to the employer and employee.

However, the applicable compensation hesis
must be converted to an hourly rate when
determining the regular rate for computing
overtime compensation. The following provi-
sions apply i> an employee paid on a salary
besis:

(D) The employment contract must set out
the specific number of hours the employee B
expected to work each day and each week. The
contract must establish a regular hourly rate of
pay with respect to the salary to be paid and the
hours to be worked. Changes to the pay
schedule of a salaried employee must conform
to the provisions of AS 23 05.160.

(@) If a contract fails to establish a fixed
number of daily and weekly hours for which the
salary isintended to compensate, or ifthe actual
hours of work deviate from the hours specified
in the contract, the salary will be considered to
be compensation for an eight-hour work day and
40-hour workweek, and overtime will be com-
puted on that hesis.

8-10.2
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8 AAC 15.100

() In order to compute a regular hourly rate
for the purpose of determing the overtime rate
for an employee who is paid other than hourly
or by salary, the following provisions of 29
C-F_R. Part 778 apply:

(O for a pieceworker, 29 C.F.R. sec.
778.111:

(@ for an employee who works at two or
more hourly rates, 29 C.F.R. sec. 778.1 15;

(@) for an employee who receives wages in a
form other than cash, 29 C.F.R. sec. 778.116;
or

(@) for an employee who receives a commis-
sion, 29 C.F.R. secs. 778.117 - 778.122.

(© When computing an employee™ hours for
the purpose of determining overtime, the
employer guall count all hours the employee
worked during that week including periods of
“on cllI” and “standby or waiting time”
required for the convenience of the employer
which were a necessary part of the employees
performance of hisemployment. However, ifthe
employee is completely relieved from all duties
for a certain period during which he may use the
time effectively for his own purposes, then those
periods need not be counted.

() The following are not acceptable methods
of complying with the payment of overtime
provisions of AS 23.10.060:

(D) guaranteed weekly pay for variable hours
plan (“Belo” contracts) established under sec.
7(0 of the Fair Labor Standards Act of 1938, as
amended (29 U.S.C. 207(0 as implemented in
29 C.F.R. 778.402 - 778.414);

(@ compensatory time off in place of
payment for overtime; and

@) flex-time or flexitime plans established
under 29 C.F.R. 778.114 providing a fixed
salary for fluctuating hours up O a
predetermined maximum number of hours in a
workweek. (Eff. 12/9/78, Reg. 68; am 9/28/85,
Reg. 95)

Authority: AS 23.05.060
AS 23.10.060

AS 23.10.085
AS 23.10.095
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Editor's Note: Copies of the federal re?ulations cited in 8 AAC
15.100(b) may be obtained from the office of the department's
statewide wage and hour supervisor in Anchorage.

8 AAC 15.102. VOLUNTARY FLEXIBLE
WORK HOUR PLANS, (@ A request for an
exemption for a voluntary flexible v.ork hour
plan established under AS 23.10.060(18) must
be filed by the employer with a wage and hour
administration office of the department. The
request must be inwriting, and must include

(D a statement that the employer and
employee participating in the flexible work
hour plan understand that work performed in
excess of 10 hours in a day or in excess of 40
hours iIn a week must be compensated at the
rate of one and one-half times the regular
rate of pay;

(@ a description of the flexible work hour
plan;

(3 a statement that the flexible work hour
plan has not been made a condition of employ-
ment and that participation in the plan B
voluntary; and

(4) the original signature of the employer or
authorized representative.

() The department will approve a voluntary
flexible work hour plan that conforms to the
requirements of this section and the provisions
of AS 23.10.060(18). An approved plan con-
stitutes the certificate required in AS
23.10.060(18)(B)- The department will issue the
certificate, or a not.ee of denial, within fiwe
working days after receipt of the plan. A certi-
ficate issued under this section takes effect on
the day it is signed by the department’ repre-
sentative. A voluntary flexible work hour plan
may not be instituted until the certificate takes
effect. A notice of denial issued by the depart-
ment under this section will include the specific
reason for the denial.

(© An appeal of a notice of denial must be
filed with the commissioner within 20 days
after receipt of the notice of denial. The appeal
must be in writing, and must set out the specific
reasons upon which the appeal is b2sed. The
commissioner will grant or reject the appeal

LABOR
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8 AAC 15.190
8 AAC 15.105

within 10 workdays after receipt of the appeal.
The commissioner’ decision is firal.

() As part of the records required under
AS 23.10.100. an employer must maintain a
signed statement of wvoluntary participation
of each employee participating in an approved
voluntary flexible work hour plan.

@© An employee may choose to participate in
an approved voluntary flexible work hour plan
at initdal employment or at any other time dur-
ing employment. Once an employee has chosen
to participate in an approved voluntary flexible
work hour plan, that employee is bound to do
so. and may opt out of participation in the
voluntary flexible work hour plan only from
November 1 through December 31 each calendar
year. Termination of an employee, regardless
of the cause of termination, wvoids that em-
ployees participation. An employee who B
rehired by the employer must again choose to
participate in the voluntary flexible work hour
plan in order to be included iIn the approved
plan. Nothing in this subsection prohibits the
employer and employee from agreeing to the
withdrawal of the employee from an approved
plan at any time. (Eff. 9/28/85, Reg. 95)
Authority: AS 23.05.060 AS 23.10.085

AS 23.10.060 AS 23.10.100

8 AAC 15.105. MINIMUM WAGE, (@ As used
in AS 23.10.065. “prevailing Federal Min,mum
Wage Law” means that rate established in Sec.
6(@() of the Fair Labor Standards Act of
1938, as amended, (29 U.S.C. Sec. 206 @)
as the minimum wage generally applicable to
employees subject to that Act.

() The department will determine com-
pensable hours subject to the payment of the
minimum wage or the contractually established
wage in accordance with the provisions of 29
C.F.R. secs 785.11 - 785.25, 785.27
785.33, 785.35 - 785.45, and 785.47
785.48. (Eff. 12/9/78, Reg. 68: am 9/28/85,
Reg. 95)

Authority: AS 23.05.060
AS 23.10.065

AS 23.10.085
AS 23.10.095

Editor's Note: Copies of the federal statute and regulations
cited in 8 AAC 15.105 may be obtained from the office of the
department’s statewice wage and hour supervisor in Anchorage.

8-10.2a
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