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PURPOSE AND SCOPE OF THE REPORT
PURPOSE
In  acco rdance w i th  the i n t e n t  o f  T i t l e s  24 and 44 o f  the 
A la sk a  S t a t u t e s  ( s u n s e t  l e g i s l a t i o n ) , we have rev iewed  the 
a c t i v i t i e s  o f  the Board o f  R e g i s t r a t i o n  f o r  A r c h i t e c t s ,  
E n g in e e r s ,  and Land Su rveyo r s  f o r  the p a s t  f o u r  f i s c a l  
y e a r s . Our e xam ina t ion  was conducted to  de te rm ine  i f  the 
Board has been o p e r a t i n g  in  an e f f i c i e n t  and e f f e c t i v e  
manner .
L e g i s l a t i v e  i n t e n t  r e q u i r e s  c o n s i d e r a t i o n  o f  t h i s  r e p o r t  
d u r in g  l e g i s l a t i v e  o v e r s i g h t  h e a r in g s  to  de te rm ine  whether 
the  Boa rd  o f  R e g i s t r a t i o n  f o r  A r c h i t e c t s ,  E n g in e e r s ,  and 
Land S u rv e yo r s  sh ou ld  be r e e s t a b l i s h e d .  The law now s p e c i ­
f i e s  t h a t  t h i s  Board  w i l l  t e rm in a te  on June 30 ,  1988 ,  and 
have one y e a r  f rom  t h a t  date to  conc lude i t s  a f f a i r s .
SCOPE
The m a jo r  a re a s  o f  ou r  exam ina t ion  were the l i c e n s i n g ,  
e x am in a t ion ,  a d m i n i s t r a t i o n ,  c om p la in t ,  and a f f i r m a t i v e  
a c t i o n  f u n c t i o n s  o f  the Board .  We rev iewed  and e v a lu a t e d  
the f o l l o w i n g :
1 . A p p l i c a b l e  s t a t u t e s  and r e g u l a t i o n s .
2 .  I n t e r v i ew s  w i th  Board members.
3 .  T e s t s  o f  f i l e s  and documents o f  l i c e n s e e s .
4 .  I n t e r v i ew s  w i th  l i c e n s e  exam ine rs .
5 .  Comp la in ts  f i l e d  w i th  the D i v i s i o n  o f  O ccupa t iona l  

L i c e n s i n g ,  Human R igh ts  Commission, Equa l Employment 
O pp o r tu n i t y  O f f i c e ,  A t t o rn e y  G e n e r a l ' s  O f f i c e ,  and the 
Ombudsman's O f f i c e .

6 .  Minutes o f  Boa rd  meet ings and D i v i s i o n  co r re spondence  
f i l e s .

7 .  A t t o rn e y  G e n e r a l ' s  o p in i o n s  a p p l i c a b l e  t o  p r o f e s s i o n a l  
b o a r d s .
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O R G A N I S A T I O N  A N D  F U N C T I O N

The Board  o f  A r c h i t e c t s ,  E ng in ee r s ,  and Land Su rv e yo r s  i s  a 
r e g u l a t o r y  boa rd  w i th  n ine  members c o n s i s t i n g  o f  two c i v i l  
e n g in e e r s ,  one land  s u r v e y o r ,  one m in ing e n g in e e r ,  two 
eng in e e r s  f rom  o t h e r  b ranches o f  th e  e n g in e e r i n g  p r o f e s s i o n  
two a r c h i t e c t s ,  and one p u b l i c  member.
The Board  s e t s  the minimum s tanda rd s  t o  p r a c t i c e  in  A la ska  
by :
1 . Examining and i s s u in g  l i c e n s e s  t o  q u a l i f i e d  a p p l i c a n t s .
2 .  E s t a b l i s h i n g ,  amending, o r  e l im i n a t i n g  r e g u l a t i o n s  

c o n t r o l l i n g  a r c h i t e c t ,  e n g in e e r ,  and land  s u r v e y o r  
p r a c t i c e s .

3 .  R evok ing ,  a n n u l l i n g ,  o r  suspending l i c e n s e s  in  a c c o rd ­
ance w i th  the A d m in i s t r a t i v e  P ro cedu re s  Act when a 
p e rs on  has v i o l a t e d  a r c h i t e c t ,  e n g in e e r ,  and land  
s u rv e y o r  s t a t u t e s  o r  r e g u l a t i o n s .
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R E P O R T  C O N C L U S I O N

P o l i c y  I s s u e s

T h i s  r e p o r t  c o n t a i n s  p o l i c y  i s s u e s  r a i s e d  as a r e s u l t  of our 
e v a l u a t i o n  o f  v a r i o u s  B o a r d  p r a c t i c e s .  T h e  f i n a l  p o l i c y  

j d e c i s i o n s  a f f e c t i n g  t h e s e  p r a c t i c e s  a r e  n o t  w i t h i n  the s cope
of this r e p o r t  b u t  r e q u i r e  l e g i s l a t i v e  c o n s i d e r a t i o n .  In 

' d e b a t i n g  t h e s e  issues, the o v e r s i g h t  c o m m i t t e e s  s h o u l d  take
into c o n s i d e r a t i o n  the f i n d i n g  a n d  r e c o m m e n d a t i o n  p r e s e n t e d  
in this r e p o r t  so the p o t e n t i a l  i m p a c t  o f  p o l i c y  c h a n g e s  can 
be  e v a l u a t e d .

Re o r t  C o n c l u s i o n

In o u r  o p i n i o n ,  tne B o a r d  o f  R e g i s t r a t i o n  for A r c h i t e c t s ,  
E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s  s h o u l d  b e  r e e s t a b l i s h e d .  T h e  
r e g u l a t i o n  a n d  l i c e n s i n g  o f  q u a l i f i e d  p r o f e s s i o n a l s  is 
n e c e s s a r y  to p r o t e c t  the p u b l i c ' s  h e a l t h ,  safety, a n d  
w e l f a r e .  T h e  B o a r d  p r o v i d e s  this s e r v i c e  b y  e s t a b l i s h i n g  
m i n i m u m  e d u c a t i o n a l  a n d  e x p e r i e n c e  r e q u i r e m e n t s  that p r o v i d e  
r e a s o n a b l e  a s s u r a n c e  th a t  p e r s o n s  l i c e n s e d  are qua l i f i e d .

I A l so, a s s u r a n c e s  t h a t  t h o s e  l i c e n s e d  act in a c o m p e t e n t
m a n n e r  is p r o v i d e d  b y  a c t i v e  i n v e s t i g a t i o n  o f  c o m p l a i n t s  and 

! r e v o c a t i o n  or s u s p e n s i o n  o f  l i c e n s e s  w h e r e  a p p r o p r i a t e .

T h e  f o l l o w i n g  f i n d i n g  d e s c r i b e  a r e a s  w h e r e  w e a k n e s s e s  or 
| c o n f l i c t  exist. W e  h a v e  m a d e  a r e c o m m e n d a t i o n  which, if

i m p l e m e n t e d ,  w i l l  i m p r o v e  the e f f i c i e n c y  a n d  e f f e c t i v e n e s s  
o f  the Board.
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F I N D I N G  A N D  R E C O M M E N D A T I O N

L e g i s l a t i o n  s h o u l d  be ' ’ ’ ‘ ‘ m i n g

R e c o m m e n d a t i o n  No. 1

A r c h i t e c t s ,  e n g i n e e r s ,  a n d  la n d  s u r v e y o r s  m u s t  d e m o n s t r a t e  a 
h i g h  d e g r e e  of  e d u c a t i o n a l  a n d  p r a c t i c a l  c o m p e t e n c e  b e f o r e  
t h e y  c a n  b e c o m e  r e g i s t e r e d  in A l a s k a .  H o w e v e r ,  r e n e w a l  of 
c e r t i f i c a t e s  is n o t  d e p e n d e n t  u p o n  e v i d e n c e  o f  a p r o f e s s i o n­
al's  c o n t i n u e d  c o m p e t e n c e .

C o n t i n u i n g  e d u c a t i o n ,  a l t h o u g h  n o t  a a b s o l u t e  g u a r a n t e e ,  
p r o v i d e s  a r e a s o n a b l e  m e a n s  of a s s u r i n g  c o n t i n u i n g  c o m p e t e n­
cy in a p r o f e s s i o n .  A  p r o g r a m  o f  c o n t i n u i n g  e d u c a t i o n  w i l l  
h e l p  a v o i d  p r o f e s s i o n a l  o b s o l e s c e n c e  a n d  k e e p  p r a c t i t i o n e r s  
a w a r e  of  c h a n g e s  t a k i n g  p l a c e  in the p r o f e s s i o n .

M o s t  p r o f e s s i o n a l  l i c e n s i n g  b o a r d s  r e q u i r e  c o n t i n u i n g  
e d u c a t i o n  to a s s u r e  that l i c e n s e  r e n e w a l  is b a s e d  u p o n  
e v i d e n c e  o f  p r o f e s s i o n a l  c o n t i n u e d  c o m p e t e n c y .

e d u c a t i o n  f o r  a r c h i t e c t s ,
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AN\LYSIS OF PUBLIC NEED

The f o l l o w i n g  a n a ly s e s  i n d i c a t e  bo th  p o s i t i v e  and n ega t iv e  
f a c t o r s  as th ey  r e l a t e  to  t i e  p u b l i c  need as d e f in e d  in  the 
" s u n s e t "  law . These a n a ly s e s  a re  n o t  in tended  to  be compre­
h e n s i v e ,  bu t  t o  add ress  th e se  a re a s  we were a b le  to  cove r  
du r ing  ou r  e x am in a t ion .

I . The e x t e n t  to  which the b oa rd ,  commission o r  program 
has o p e ra te d  in  the p u b l i c  i n t e r e s t .
A. The Board  h o ld s  a t  l e a s t  f o u r  r e g u l a r  meet ings 

each y e a r .
B. The Boa rd  h o ld s  w r i t t e n  exams a t  l e a s t  tw ice each 

y e a r ,  excep t f o r  c e r t a i n  n a t i o n a l  exam ina t ions  
t h a t  a r e  h e ld  o n l y  once a y e a r .

I I . The e x t e n t  t o  which the o p e r a t i o n  o f  the b oa rd ,  
commiss ion , o r  agency program has been impeded o r  
enhanced by e x i s t i n g  s t a t u t e s ,  p ro c e du re s ,  and 
p r a c t i c e s  which i t  has adopted , and any o t h e r  m a t t e r ,  
i n c l u d in g  budge ta ry ,  r e s o u r c e ,  and p e r s o n n e l  m a t t e r s .
A. The Board  has r e c e i v e d  a s s i s t a n c e  f rom  DOL 

r e l a t i v e  to  the d r a f t i n g  o f  l e g i s l a t i o n  and 
r e g u l a t o r y  changes .

B. The Boa rd  has r e c e i v e d  l e g a l  a s s i s t a n c e  f rom  the 
A t t o r n e y  G e n e r a l ' s  O f f i c e .

I l l . The e x t e n t  t o  which the b oa rd ,  commission , o r  agency 
has recommended s t a t u t o r y  changes which a re  g e n e r a l l y  
o f  b e n e f i t  t o  the p u b l i c  interes~t~!
The Board  adopted r e g u l a t i o n s  t h a t  c l a r i f i e d  v a r i o u s  
vague s t a t u t o r y  and r e g u l a t o r y  req u i r em en ts .

IV .  The e x t e n t  t o  which the b oa rd ,  commission , o r  agency 
has encouraged i n t e r e s t e d  pe rsons  to  r e p o r t  t o  i t  
conce rn ing  the e f f e c t  o f  i t s  r e g u l a t i o n s  and d e c i ­
s i o n s  on the  e f f e c t i v e n e s s  o f  s e r v i c e ,  economy o f  
s e r v i c e ,  and a v a i l a b i l i t y  o f  s e r v i c e  which i t  has 
p r o v i d e d .
The Board  has p u b l i s h e d  p u b l i c  n o t i c e s  o f  a l l  exami­
n a t i o n ,  and mee t ings .

V. The e x t e n t  t o  which the b oa rd ,  commission, o r  agency 
has encouraged p u b l i c  p a r t i c i p a t i o n  in  the making o f  
i t s  r e g u l a t i o n s  and d e c i s i o n s .

L i m i t e d  A n a l y s i s
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P u b l i c  n o t i c e s  o f  p roposed  r e g u l a t i o n s  a r e  p ub l i s h ed  
i n  m a jo r  newspapers .  P u b l i c  comment on p roposed  
r e g u l a t i o n s ,  b o th  w r i t t e n  and o r a l ,  a r e  c on s id e re d  a t  
Board  m ee t in g s .
The e f f i c i e n c y  w i th  which p u b l i c  i n q u i r i e s  o r  com­
p l a i n t s  r e g a r d in g  the  a c t i v i t i e s  o f  the boa rd ,  
commiss ion , o r  agency f i l e d  w i th  i t ,  w i th  the  d epa r t~  
ment to  which a boa rd  o r  commission i s  a dm in i s t r a ~  
t i v e l y  a s s ig n e d ,  o r  w i th  the  G f f i c e  o f  the Ombudsman 
have been p ro c e s s e d  and r e s o l v e d .
The Boa rd  has ta ken  a p p r o p r i a t e  a c t i o n  to  r e s o l v e  
c om p la in t s  f i l e d  w i th  the O f f i c e  o f  Ombudsman. No 
c om p la in t s  were f i l e d  w i th  the A t t o r n e y  G e n e r a l ' s  O f f i c e .
The e x t e n t  t o  which a boa rd  o r  commission which 
r e g u l a t e s  e n t r y  i n t o  an o c cup a t i o n  o r  p r o f e s s i o n  has 
p r e s e n t e d  q u a l i f i e d  a p p l i c a n t s  t o  s e rv e  the  p u b l i c .
A. We found  no in s t a n c e s  where the Board has l i ­

censed u n q u a l i f i e d  p r a c t i t i o n e r s .
B. A r c h i t e c t s ,  e n g in e e r s ,  and la n d  s u r v e y o r s  a re  no t  

r e q u i r e d  to  demons t ra te  t h e i r  c on t inued  compe­
tence  th rough  a c o n t in u in g  educa t i o n  program (see  
Reccmmendation No. 1 ) .

The e x t e n t  to  which S t a t e  p e r s o n n e l  p r a c t i c e s ,  
i n c l u d i n g  a f f i r m a t i v e  a c t i o n  r e q u i r em en t s ,  have been 
comp l ied  w i th  by the  boa rd ,  commiss ion , o r  agency to  
i t s  own a c t i v i t i e s  and the a re a  o f  a c t i v i t y  o r  
i n t e r e s t .
Acco rd ing  t o  the  O f f i c e  o f  Equa l  Employment Oppo r tu ­
n i t y ,  no c om p la in t s  were f i l e d  a g a in s t  the Board f rom 
FY84 th rough  FY87.
The e x t e n t  t o  which s t a t u t o r y ,  r e g u l a t o r y ,  budge t ing ,  
o r  o t h e r  changes a re  n e c e s s a ry  to  enab le  the  agency, 
b o a rd ,  o r  commission to  b e t t e r  s e rv e  the  i n t e r e s t s  o f  
the p u b l i c  and t o  comply w i th  the  f a c t o r s  enumerated 
i n  t h i s  s u b s e c t i o n .
P l e a s e  r e f e r  to  the  p r e v i o u s  s e c t i o n ,  F ind ing  and 
Recommendation .
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A P P E N D I X  A

BOARD OF REGISTRATION FOR 
ARCHITECTS, ENGINEERS,

AND LAND SURVEYORS 
SCHEDULE OF 

REVENUES COMPARED WITH EXPENDITURES 
Fo r  F i s c a l  Y ea r  1987 

(Unaud i ted )
(Note 1)

Average Revenue (Note 2) $ 1 4 9 ,3 0 2
E xp end i tu re s  (Note 3 )  2 5 1 ,3 2 0
Excess  o f  E xpend i tu re s  o v e r  Revenues $ 1 0 2 .0 1 8

Note 1
The Schedu le  o f  Revenues Compared w i th  E xpend i tu re s  was p r e ­
pa red  f r om  a v a i l a b l e  r e c o rd s  and d i s c u s s i o n s  w i th  the  D i v i ­
s i o n  o f  O ccup a t ion a l  L i c e n s in g  (DOL) p e r s o n n e l .  The r e c o rd s  
were n o t  a u d i t e d  by us and, a c c o r d i n g l y ,  we do n o t  exp re s s  
an o p in i o n  on the  B oa rd 's  Schedu le  o f  Revenues Compared w i th  
E x p e n d i t u r e s .
Note 2
A s i g n i f i c a n t  p o r t i o n  o f  revenues i s  composed o f  l i c e n s e  
renewa l  f e e s .  L ic en se s  a r e  renewed b i e n n i a l l y .  Because o f  
the  r e n ew a ls ,  revenues v a r y  s u b s t a n t i a l l y  between y e a r s .  
T h e r e f o r e ,  we combined revenues  c o l l e c t e d  in  f i s c a l  y e a r  
1986 and 198 7 ;  and c a l c u l a t e d  a t o t a l  i n  o r d e r  to  o b t a i n  a 
r e p r e s e n t a t i v e  amount o f  ave rage  annua l  revenues c o l l e c t e d .  
L i c e n s i n g  f e e s  were i n c r e a s e d  i n  November 1986 in  re sponse  
to  l e g i s l a t i v e  i n t e n t  to  make the Boards more s e l f  s u p p o r t ­
i n g .  See Appendix C f o r  the  c u r r e n t  f e e  schedu le .
Note 3
E xp end i tu re s  c o n s i s t  o f  d i r e c t  c o s t s  r e s u l t i n g  f rom  boa rd  
member a c t i v i t i e s ,  ( i . e .  t r a v e l  and p e r  diem) and an a l l o c a ­
t i o n  o f  d i r e c t  and i n d i r e c t  c o s t s  o f  DOL. I t  shou ld  be n o t ­
ed, t h a t  r e p r e s e n t e d  e xp end i tu re s  do n o t  i n c lu d e  expenses 
i n c u r r e d  by o t h e r  Departments o r  o t h e r  d i v i s i o n s  o f  the De­
pa r tmen t  o f  Commerce and Economic Deve lopment in  a s s i s t i n g  the B oa rd .
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BOARD OF REGISTRATION FOR 
ARCHITECTS, ENGINEERS,

AND LAND SURVEYORS 
SCHEDULE OF ESTIMATED REVENUES 

COMPARED WITH BUDGETED EXPENDITURES 
Fo r  F i s c a l  Y ea r  1988 

(Unaud i te d )
(No te  1)

A P P E N D I X  B

Average Revenue (Note  2 ) $ 2 9 6 ,0 0 0
E xpend i tu re s  (Note 3 ) 2 8 0 ,1 1 9
Excess o f  Revenue Over E xp en d i tu re  $ 1 5 .8 8 1

Note 1
The D i v i s i o n  o i  O c cup a t i o n a l  L i c e n s in g  (DOL) p rep a red  the 
above Schedu le  o f  E s t im a ted  Revenues Compared w i th  Budgeted 
E x p en d i tu r e s .  The s chedu le  i s  in c lu d ed  f o r  i n f o rm a t i o n a l  
pu rposes  o n l y  and has n o t  been a u d i t e d  by u s .  A c c o rd in g ly ,  
we do n o t  e xp re s s  an o p in i o n  on the B o a rd ' s  Schedu le  o f  
E s t im a ted  Revenues Compared w i th  Budgeted E x p end i tu re s .
Note 2
Revenues were e s t im a ted  based upon the  c u r r e n t  l i c e n s i n g  
f e e s  (See Appendix C) and p r o j e c t e d  l i c e n s e  renewa ls  and 
a p p l i c a t i o n  f e e s  f o r  f i s c a l  y e a r s  1988 ,  1 989 ,  1990 and 1991 . 
Because o f  a downward t r e n d  in  A l a s k a ' s  economy the  p r o j e c ­
t i o n  f o r  re venues  i n c lu d e s  a f a c t o r  r e p r e s e n t i n g  a 20% to  
30% d e c l i n e  i n  the  number o f  l i c e n s e d  p r o f e s s i o n a l s .
Note 3
Expend i tu re s  c o n s i s t  o f  FY88 budgeted d i r e c t  c o s t s  a s s o c i a t ­
ed w i th  b oa rd  member a c t i v i t i e s  ( i . e .  t r a v e l  and p e r  diem) 
and a a l l o c a t i o n  o f  d i r e c t  and i n d i r e c t  c o s t s  o f  DOL. I t  
shou ld  be n o ted  t h a t  r e p r e s e n t e d  e x p end i tu re s  do n o t  in c lu d e  
expenses i n c u r r e d  by o t h e r  Departments o r  o t h e r  d i v i s i o n s  o f  
the Department o f  Commerce and Economic Development in  
a s s i s t i n g  the Boa rd .
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A P P E N D I X  C

BOARD OF REGISTRATION FOR 
ARCHITECTS ~ ENGINEERS,

AND LAND SURVEYORS 
SCHEDULE OF TYPES OF REVENUES 

(Unaud i ted )
(No te  1)

Revenues
A p p l i c a t i o n  F o r  I n d i v i d u a l  By Exam 
A p p l i c a t i o n  F o r  C o rp o r a t i o n  

A u t h o r i z a t i o n  
A p p l i c a t i o n  By Comity 
Exam ina t ion  Fees*

Fundamenta ls o f  Eng in ee r ing  (E IT )  
P r o f e s s i o n a l  Eng in ee r ing  (PE) 
Fundamentals o f  Land 
Su rv ey ing  (LS IT )

P r i n c i p a l s  & P r a c t i c e s  o f  
Land Su rvey ing  

A la ska  Land Su rvey ing  (AKLS) 
A r c h i t e c t  R e g i s t r a t i o n  Exam (ARE) 
D i v i s i o n  A 
D i v i s i o n  B 
D i v i s i o n  C 
D i v i s i o n  D 
D i v i s i o n  E 
D i v i s i o n  F 
D i v i s i o n  G 
D i v i s i o n  H 
D i v i s i o n  I  
F o r  E n t i r e  ARE Exam 

I n d i v i d u a l  R e g i s t r a t i o n  & Renewal Fee 
(Renewals p a id  b i e n n i a l l y . )  

C o rp o ra te  A u t h o r i z a t i o n  & Renewal Fee 
(Renewals p a id  b i e n n i a l l y .  
C o rp o r a t i o n s  r e g i s t e r e d  i n  the 
second h a l f  o f  the b ienn ium pay 
o n e - h a l f  o f  t h e i r  f i r s t  renewa l  
f e e . )

Amendment to  C o rp o ra te  A u t h o r i z a t i o n  
P e n a l t y  f o r  Re in s ta tem en t  o f  

Lapsed R e g i s t r a t i o n  
Postponement o f  Exam inat ion
D u p l i c a t e  L icen se  
D u p l i c a t e  C e r t i f i c a t e  
V e r i f i c a t i o n  o f  R e g i s t r a t i o n  
Name Change 
Re tu rned  Check (NSF)

Amount
$ 20
$ 20 
$120

$ 50 
$100

$ 50
$ 50 
$ 75
$ 40 
$ 40 
$ 75 
$ 25 
$ 20 
$ 15 
$ 25 
$ 30 
$ 30 
$300 
$100

$400

With A p p l i c a t i o n
With A p p l i c a t i o n  
With A p p l i c a t i o n
With A p p l i c a t i o n  
W ith A p p l i c a t i o n
With A p p l i c a t i o n
With A p p l i c a t i o n  
W ith A p p l i c a t i o n
W ith A p p l i c a t i o n  
With A p p l i c a t i o n  
W ith A p p l i c a t i o n  
With A p p l i c a t i o n  
With A p p l i c a t i o n  
With A p p l i c a t i o n  
With A p p l i c a t i o n  
With A p p l i c a t i o n  
W ith A p p l i c a t i o n  
With A p p l i c a t i o n

C ollection Time

$ 50 With Amendment
$ 20 With  R e in s ta tem en t
$ 20 With Request Fo r

Postponement
$ 5 With Request
$ 20 With Request
$ 5 W ith Request
$ 5 With Request
$ 20

Reexam ina t ion  f e e s  a r e  the same as the  i n i t i a l  exam f e e s .

-15-



This schedule represents the licensing fees c urrently in 
effect. Fees w e r e  raised in Novembe r 1986 in response to 
legisl a t i v e  intent to make the boards more  self supporting.

N o t e  1

- 1 6 -
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STEVE COWPER, GOVERNOR

DEPARTM EN T OF COMMERCE & 
ECONOMIC DEVELOPMENT

p. o. BOX D
JUNEAU, ALASKA 99811-0800 
PHONE: (907) 465-2500

OFF ICE  OF THE COMMISSIONER

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 is 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
08-H2LH
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a



I



M T U  O I F  & g j §  
TTG0 I1  I L I l i i m i U T M

T O U C H  Y  .  STATE C A P IK X  
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907.465-3800

LEGISLATIVE AFFAIRS AGENCY
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May, 1988
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HOUSE COMMITTEE REPORT
2 / 3 / 8 8 F U R T H E R  R E F E R R A L S

. D A T E

T h e L a b o r  & C o m m e r c e C o m m i t t e e  h a s  c o n s i d e r e d  H B  4 3 0

" A n  A c t  r e l a t i n g  t o  t h e  n e i g h b o r h o o d  b u s i n e s s  d e v e l o p m e n t  p r o g r a m ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

R E C O M M E N D S :

[ X ]  

[ ]

rep la ce  w ith C - -S  C )

a t t a c h e d  a m e n d m e n t ( s )

C X
d o  p a s s  

d o  n o t  p a s s  

n o  r e c o m m e n d a t i o n  

i n d i v i d u a l  r e c o m m e n d a t i o n s  

a d d i t i o n a l  r e f e r r a l  t o  t h e

[ ] t h e  s a m e  t i t l e

[ pC] a n e w  t i t l e

C o m m i t t e e

A D O P T S i [ ] l e t t e r  o f  i n t e n t

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :  

[)(*] f i s c a l  i m p a c t  

[ ] z e r o  f i s c a l  n o t e  

[ ] z e r o  w i t h  a n a l y s i s

S I G N I N G  D O  P A S S :

[

[

] s a m e  a s  p r e v i o u s  f i s c a l  n o t e  

p u b l i s h e d  __________________________

] s a m e  a s  p r e v i o u s  z e r o  f i s c a l  

n o t e  p u b l i s h e d  _________________

R E C O M M E N D A T I O N S :

■5U|j S W - d l U w



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

REQ U EST:_________________________  F ' S C A L  N Q T E __________________________________

Revision Date:______________________   Agency Affected: Commerce & Econ. Dev.
Title: An Act relating to the NeighborhoochRii- Business Development_______

Business Development Program  _______________________________ _
Sponsor: Labor and Commerce Committee Components:
Requester: Labor and Commerce Committee ___________

E X P E N D I T U R E S / R E V E N U E S :  (Thousands of Dollars)
OPERATING FY 88 FY  89 FY  90 FY 91 FY  92 FY 93

PER S O N A L SERVICES
TRAVEL
CO NTRACTUAL
SUPPLIES
EQUIPM ENT
LAND i  STRUCTURES
GRANTS. CLAIMS
M ISCELLAN EO US

64.3 64.3 91.0 91 .0 91.0
6.0 6.3 6.6 6.9 7.3
4.5 4.5 4.0 3.5 3.5
.4 .4 .4 .4 .4

10.7 .6 .6 .6 .6

TOTAL OPERATING 85.9 >6. 1 1 02 .6 102.4 . 102 .8

CAPITAL

REVENU E 1
1

FUNDINQ: (Thousands of dollars)

G EN ER A L  FUND 
FED ER AL FUNDS 
OTHER 
TOTAL

85.9 76.1 102.6 102.4 102.8

85.9 76.1 102.6 102.4 102.8

POSITIONS:

FULLTIM E 1.5 1.5 2 1 2 2
PARTTIME j
TEM PO R ARY 1

ANALYSIS: (Attach a separate page if necessary.)

SEE ATTACHED PAGE

lopment f) ^
Prepared by: Larry Mercul ieff/Dir&torWft/ . Phone: 465-2017
Division: Business Development /) ~ 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(ies) 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 I (Range 18) and the half services of an 
Accounting Clerk II (Range 9B). These two new positions will design, 
implement and administer the programs. By the third year, the 
Accounting Clerk II will be needed full time.

Development Specialist I (Range 18) $49,340
(Salary and Benefits)

Accounting Clerk II (1/2 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
C h e n o w e t h
2/17/88

Origina l sponsor: L a b o r  and Commerce
Committee

BY THE L A B O R  AND
IN THE H O U S E  COMMERCE COMMITTEE

CS F O R  H O U S E  BIL L NO. 430 (L&C)

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an A c t  entitled: "An Act e s t a b l i s h i n g  the Alaska n e i g h b o r h o o d  business

initiative; and p r o v i d i n g  for an effective date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. PURPOSE. The p u r p o s e  of AS 44.33.431 - 44.33.433, added

b y  sec. 2 of this Act, is to p r o m o t e  a n e i g h b o r h o o d  business initiative by 

e s t a b l i s h i n g  a p r o g r a m  of e c o n o m i c  devel o p m e n t  of c ommercial neighbor hoods 

in the state's p r i n cipal cities by financial institutions, relying on local

i niti ative for the specific d e s i g n  of local programs.

* Sec. 2. AS 44.33 is a m e n d e d  by a d d i n g  n e w  sections to read:

A R T I C L E  6A. N E I G H B O R H O O D  BUSIN E S S  DEVELO P M E N T  PROGRAM.

Sec. 44.33.431. N E I G H B O R H O O D  BUSINESS D E V E L O P M E N T  FUND. There 

is c r e a t e d  the n e i g h b o r h o o d  b u s i n e s s  development fund, to be a d m i n i s­

tere d  b y  the commissioner. The commissioner shall deposit to the 

credit of the fund

(1) grants and con tri b u t i o n s  to the fund; and

(2) appr op r i a t i o n s  to the fund.

Sec. 44.33.432. P O WERS AND DUTIES OF THE DEPARTMENT. (a) The 

c o m m i s s i o n e r  m a y  use m o n e y  in the fund to make grants to nonprofit 

d e v e l o p m e n t  c o r poration s that q u a l i f y  for assistance from the N e i g h­

b o r h o o d  R e i n v e s t m e n t  C o r p o r a t i o n  o r g a n i z e d  under 42 U.S.C. 8101-8107 

( N e ighborh ood R e i n v e s t m e n t  C o r p o r a t i o n  A c t ) , for purpose s of n e i g h b o r­

ho o d  h o u s i n g  services, c o m m u n i t y  revit alization, and economic d e v e l o p­

men t  p r o j e c t s  in a city that has m o r e  than 20,000 persons.

(b) The c o m m i s s i o n e r  m a y  adopt regulations n e c e s s a r y  to carry

-1- CSHB 4 3 0 (L&C)



out the d e p artment's functions u n d e r  AS 44.33.431 - 44.33.433.

(c) The c o m m i s s i o n e r  shall p r ovid e for an annual audit o f  the 

grants to n o n p r o f i t  d e v e l o p m e n t  corporations m a d e  under (b) of this 

section.

Sec. 44.33.433. D EFINITIONS. In AS 44.33.431 - 44.33.433

(1) " c o m m i s s i o n e r "  means the c o m missioner of commerce and 

economic development;

(2) " d e p a r t m e n t "  means the Dep artment of Commerce and 

Econo m i c  Development;

(3) "fund" m e a n s  the n e i g h b o r h o o d  business d e velopm ent fund 

e s t a b l i s h e d  in AS 44.33.431.

* Sec. 3. AS 44.33.020 is a m e n d e d  b y  adding a n e w  p a r a g r a p h  to read:

(30) a d m i n i s t e r  the n e i g h b o r h o o d  business d e velopmen t p r o­

gram u n d e r  AS 44.33.431 - 44.33.433.

* Sec. 4. This A c t  takes effect July 1, 1988.

CSHB 4 3 0 (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, I 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 '■'ne of small handful of 
Neighborhood Housing Services Corporations which is p oviding Commercial 
Development loans which I 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 w^uld 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.
If 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 I am sure could a Fairbanks NHS.

Anchorage Neighborhood Housing Services, inc.
3700 W ooa iana Parx Drive Suite 500. A ncn ora ge  Aiasxa 99517. (907) 243-1553



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

T IT L E  V I— N E IG H B O R H O O D  R E IN V E S T M E N T  
C O R P O R A T IO N

s h o r t  m u

Ntiglborboo,! 
RaiaveWmenl 
Gwponli * Act.

S ic . C01. Th is tit le  may be cited u  tlv . ‘‘ Neighborhood Reinvestment 42 USC 8101 
C orpora tion  Act".

iTKonroa a no r tm ro t r
S ec . 602. (a )  The Congress finds that—  42 USC 8101.

f 1 ) the neighborhood housing services demonstration o f  the 
U rban Reinvestment Task  Force nas proven its worth as a  success­
fu l program  to revita lize o lder urban neighborhoods by m ob iliz­
ing public, p r irs te , and community resources at the neighborhood 
le v e l; and

( 2 ) the demand fo r  neighborhood housing services p rogram s in 
cities throughout the United States warrants the creatinn o f  a 
public corporation to institutionalize and expand the neighbor­
hood housing services program  and other programs o f the present 
U rban  Reinvestment T ask  Force.

(b )  The purpose o f this title  is to establish a public corporation 
which w ill continue the jo in t efforts o f  the Federal financial superv i­
sory agencies and the Department o f  Housing and U rban Development 
to promote reinvestment in o lder neighborhoods by local financia l insti­
tutions working cooperatively with community people and loca l gov­
ernment, and which w ill continue the nonbureauciatic approach o f  the 
U rban  Reinvestment Task  Force, re ly ing  la rg e ly  on local in itia tive fo r  
the specific design o f  local programs.

ESTABLISHMENT OF CORPORATION

S ec. 603. (a )  There is established a N ational Neighborhood Rein- 42 USC 8102 
vestment Corpora tion  (here ina fte r re ferred to as the “ corporation ” ) 
which sha ll be a body corporate and sha ll possess the powers, and shall 
be subject to the direction and lim itations specified herein.

(b | The corporation sha ll implement ana expand the demonstration thitia. 
activities carried ou t by the U rban  Reinvestment Task Force.

(c ) The corporation sha ll maintain its p rinc ipa l office in the D is tric t Office*, 
o f  Colum bia o r at such other place the corporation may from  time to
time prescribe.

(d )  The corporation , including its franchise, activities, assets, and 
income, sha ll be exempt from  a ll taxvtion now o r  hereafter imposed by 
the U n ited  State*, by any te rr ito ry , dependency, o r  possession thereo f, 
o r  by any State, county, m unicipa lity , o r  loca l ring authority , except 
that any rea l p roperty  o f  the corporation sha ll be subject to State, 
te rr ito ria l, county, municipal, o r  local taxation to the same extent 
aoo /rd ing to its value as other r e i l p roperty is taxed.

BOARD o r  D IRECTORS; ESTA 81.IB IIM EN T

S ec. 604. (a ) The corporation shall be under the direction o f a board 
o f  d irectors made up o f  the fo llow ing  members;

( 1 ) the Chairm an o f  the Federa l Home Loan Bank B o a rd ;
( 2 ) the Secretary o f Housing and U rban  Development;
(3 )  a member o f the Board o f  Governors o f  the Federa l 

Reserve System , to be designated by the Chairm an o f the Board  
o f Governors o f  the Fede ra l Reserve System j

M em bersh ip . 
42 U S C  8103.
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( 'h a irm tn .

Compcnutioo 
and eiptOKi.

Quorum.

42 USC 8104.

( 4 )  the Chairm an o f  the Fede ra l Deposit Insurance C o rp o ­
ration ;

( 5 )  the C om p tro lle r o f  the C u rrency ; end
( 6 ) the A dm in istra to r o f  the National C red it Union 

Adm inistration .
(b ) The Board  sha ll elect from  among its members a chairman who 

s h i l l serve fo r  a term o f  two years, except that the Chairm an o f  the 
Federa l Home Loan Bank B oa rd  sha ll serve as Chairm an o f  the Board  
o f D irectors fo r the first such two-year u rm .

(c ) Each d irector o f the corporation sha ll serve os officio during 
the period lie holds the office to which lie is appointed by the P res id en t

(a )  The directors o f  the corporation , as fu ll-tim e officers o f  the 
United States, sha ll serve without additional com[ieiisation but shall 
be reimbursed fo r  trave l, subsistence, and other necessary expenses 
incurred in the performance o f  their duties as d irectors o f  the 
corporation.

(e ) The directors o f  the corjio ration  sha ll adopt such bylaws, 
policies, and adm inistrative provisions is  nre necessary to the func­
tioning o f  the corporation and consistent with .he p rovisions o f  this 
title .

( f )  The presence o f  a m a jo rity  o f  the board members sh a ll con­
stitute a quorum.

(g )  The corporation sha ll l>e subject to the p rovisions o f  section 
552 o f  title  5, L  nited States Code.

(h )  A ll meetings o f the board o f  directors w ill be conducted in 
accordance with the provisions o f  section 552b o f title 5. United S ta les 
Code.

OFTICERS a n d  e m v l o t x e s

S rc . fi05. to ) The Ixiard sha ll have power to select, em ploy, and fix 
tho conqiensatioii and benefits o f such officers, employees, attorneys, and 
agents as shall be necessary fo r  the performance o f  its duties under 
this title , without regard to the provisions o f title 5 , Un ited  States 
Cotie. governing appointments in the competitive service, classification, 
and General Schedule pay rates, except that no officer, employee, a tto r­
ney o r agent o f  the corporation  may be paid compensation at a 
rate in excess o f  (lie highest rate provided fo r G S -18  o f  the General 
Schedule under section 5332 o f title  5. United States Code.

(b ) The directors o f  the corporation shall appoint an executive 
director who sha ll serve as ch ie f executive officer o f the corporation .

(c ) The executive d irector o f  the corporation, subject to app rova l 
by the hoard, may appoint and remove such employees o f  the coTxira- 
tion as he determines necessary to carry  out the purposes o f  the 
corporation.

(a )  N o politica l test o r po litica l qualification sha ll be used in select­
ing, appointing, promoting , o r  tak ing any other personnel action with 
respect to any oflicer. agent, o r  employee o f  the corporation  o r o f  any 
recipient, o r !n selecting o r  m on itoring  any grantee, con tractor, o r  per­
son o r entity receiving financial assistance under this title .

(e ) Officers and employees o f  the corporation sha ll not lie considered 
officers o r  emplovees o f the United States, and the corporation  sha ll 
not be considered a department, agency, o r instrumentality o f the Fed ­
era l Government. The corporation  sha ll be subject to adm inistrative 
and cost standards issued by the Office o f  Management and Budget 
s im ila r to standards applicable to non-pro fit grantees and educational 
institutions.

PUBLIC  LAW 9 5 - 5 5 7 — OCT. 3 1 , 1978 92  STAT. 2 11 7
rO W E M  AND DUTIES

Sec. 606. ( a ) ( 1 )  The corporation sha ll continue the work o f the Homing »«mc»
program ,
conUnutUoa.

42 USC 8105.

U rban  Reinvestment Task Force in establishing neighborhood Itous- 
;ng services programs in neighborhoods throughout the United S ta te s  
supervising their progress, and p rovid ing them with grants and tech­
nical assistance. t o r  the purpose o f this paragraph , a neighborhood 
housing services program  may involve n partnership o f neighborhood 
residents and representatives o f local governmental and financial insti­
tutions, organized as a State-chattcred non-profit corporation , w ork­
ing to bring about reinvestment in one o r more neighborhoods through 
a p iog rsm  o f  systematic housing inspections, increased public invest­
ment, increased private lending, increased resident investment, and a 
revo lv ing loan fund to m ike  loans availab le at flexible rates and terms 
to homeowners not meeting private lending criteria.

( 2 ) T h t  corporation sh a ll continue the work o f  the U rban  Reinvest- Prwerratioo 
mcnt Task Force in identify ing , monitoring, evaluating , and p rov id ing  project*, 
grants and technical assistance to selected neighborhood preservation 
projects which aliow promise as mechanisms fo r  reversing neighbor­
hood decline and im proving the qua lity o f  neighborhood life .

( 3 )  The corporation sha ll experim entally replicate neighborhood 
preservation projects which have demonstrated success, and a fte r creat­
ing reliable developmental processes, bring the new programs to neigh- 
liorhoods throughout the United States wnicli in the judgment o f  the 
corporation can benefit there from , by provid ing assistance in o rg a ­
nizing programs, p rov id ing grant , in partia l support o f  program  costs, 
and provid ing technical assistance to ongoing programs.

(4 )  The corporation sha ll continue the work o f the U rban Reinvest­
ment Task Force in supporting Neighborhood Housing Services o f 
America, a nonprofit corporation established to provide services to 
local neighborhood housing services program s, with support which 
may include technical assistance and grants to expand its national loan
Purchase pool and may contract w ith it  fo r  services which it can per- 
orm more efficiently o r effectively than the corporation .
(5 )  The corporation sha ll, in making ana p rovid ing the foregoing 

grants and technical and other assistance, determine the reporting and 
management restrictions o r  requirements with which tho recipients o f 
such g ian ts o r other assistance must comply. In  making such deter­
m inations, the corporation sha ll assure that recipients o f  grants and 
other assistance make availab le to the corportion such in form ation as 
may be necessary to determine compliance w ith applicable Federa l 
laws.

(b ) T o  carry  out the foregoing purposes and engage in the fo rego­
ing activities, the corporation is authorized—

( 1 ) to adopt, a lte r, and use a corporate sea l;
(2 )  to have succession until dissolved by Act o f  Congress;
( 3 )  to make and perform  contracts, agreements, and 

commitments;
( 4 )  to sue and be sued, complain and defend, in any State, F ed ­

era l, o r  other cou rt;_
(5 )  to determine its necessary expenditures and the manner in 

which the same shall be incurred, allowed , and paid, and appoint, 
employ, and fix and provide fo r  the compensation o f  consultants, 
w iuiout regard to any other law , except as provided in section 
6 0 8 (d ) ;

( 6) to settle, adjust, and compromise, and with o r w ithout com­
pensation o r  benefit to  the corporation to release o r  waive in whole



9 2  STAT. 2 11 8 PUBL IC  LAW 9 5 -5 5 7 — OCT. 3 1 . 1978

o r in part, in  advance o r  otherwise, any claim , demand, o r right 
o f , by, o r against the co rpo ra tion ;

( 7 )  to invest such funda o f  the corporation in such investments 
as the board o f  directors may prescribe;

( 8 )  to acquire, take, hold , and own, end to deal with and dispose 
o f  any p rope rty ; and

( 9 ) to exercise a ll other powers that are necessary and proper to 
ca rry  out the purposes o f  this title .

Cooiracu md ( c ) ( 1 )  The corporation may contract with the Office o f  Neighbor- 
granu. hood Reinvestment o f  the Federa l home loan banks fo r  a ll staff, serv­

ices, facilities, and equipment now o r  in the fu ture furnished by the 
Office o f  Neighborhood Reinvestment to the U rban  Reinvestment Task 
Force, including receiving the services o f  the D irec to r o f  the Office o f 
Neighborhood Reinvestment as the corporation ’s executive director.

(2 ) The corporation sha ll have the power to award contracts and 
grants to—(A )  neighborhood housing servjees corporations and other non­

p ro fit corporations engaged in neighborhood preservation activi­
ties; and

( B )  loca l governmental bodies.
service* «o t (3 )  The Secretary o f  Housing and U rban  Development, the Federa
ficiliDci. Home Loan B ank Board  and the Federa l home loan banks, the Board

o f Governors o f  the Federa l Reserve System and the Federa l Reservo 
banks, the Federa l Deposit Insurance Corporation , and the C om ptro l­
le r o f  the Currency, the N ational C redit Un ion Adm inistration or
any other department, agency, o r  other instrumentality o f  the Federa l 
Government are authorized to provide services and facilities, w ith or 
without reimbursement, necessary to achieve the objectives and to 
carry out the purposes o f  this title .

( a )  ( 1 )  The corporation sha ll have no power to issue any shares o f 
stocks, o r  to declare o r  pay any dividends.

(2 )  No part o f  the income o r  assets o f  the corporation sha ll inure 
to the benefit o f  any director, officer, o r  employee, except as reasonable 
compensation fo r  services o r  reimbursement fo r  expenses.

(3 )  The corporation may not contribute to o r  otherwise support any 
po litica l party  o r  candidate fo r  elective public office.

extorts and audits

Tnmmitui io S e c .  607. (a )  The corporation sha ll publish an annual report which
President iod shall be transm itted by the corporation  to the President and the
Congre!i. Congress.
42 USC 8106. (b ) The accounts o f  the corporation sha ll be audited annua lly . Such

audits sha ll be conducted in accordance with generally accepted audit­
ing standards by independent certified public accountants who are 
certified bv a regu latory authority o f the ju risd iction in which the audit 
is undertaken.

(c ) In  addition to the annual audit, the financial transactions o f the 
corporation fo r  any fiscal year du ring which Federa l funds are ava il­
able to financf any portion o f its operations may be audited by the 
General Accounting Office in accordance with such rules and regu la­
tions as may be prescribed by the C om p tro lle r General o f  the United 
States. The financial transactions o f  the corporation shall be audited 
by the General Accounting Office at least once during each three years. 
’  (d )  F o r  any fiscal year du ring  which Federa l funds are availab le 

to finance any portion o f  the corporation's grants o r contracts, th 
General Accounting Office, in accordance w ith such rules and regula­
tions as may be prescribed by the C om ptro lle r General o f the United 
States, may aud it the grantees o r  contractors o f  the corporation.
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(e )  The corporation  sha ll conduct o r require each grantee o r con­
trac to r to provide fo r  an unnual financial audit. The report o f  each 
such audit sh a ll be maintained fo r  a period o f  at least five years at the 
principal office o f  the corporation .

AUTHORIZATION
Sec. 603. (a )  Thera are authorized to be appropriated to the corpo- Appropruiion 

ration to e a iry  out this title  not to exceed $12,500,000 fo r  fiscal vear *“ tt>°nut>on. 1979. ’  42 USC 8107.
(h i  Funds approp riated  pursuant to this section sha ll remain ava il­

able untB expended.
(c ) N 'on-Federal funds received by the corporation , and funds 

received by any recipient from  a Bource other than the corporation, 
sha ll he accounted fo r  and reported as receipts and disbursements 
w p ira te  and distinct from  Federa l funds.

id )  The corporation  sha'.l prepare annua lly  a business-type budget Annuil budget 
which sha ll be submitted to the Office o f  Management ana Budget, lubmittil. 
under such rules and regulations as the President may establish as to 
the date o f submission, the fo rm  and content, the classifications o f 
data, and the manner in  which such budget program  sha ll be prepared 
and presented. The budget o f the corporation as modified, amended. T iiD im uu l io 
o r revised by the President sha ll be transmitted to the Congress as a Cong i« i. 
part o f  the nnnn il budget required by tho Budget nnd Accounting 
A rt, 1921. Amendments to the annual budget p rogram  may be sub- 31 USCl. 
m ilted from  time to time.

H O U S IN G  A N D  C O M M U N IT Y  
D E V E L O P M E N T  A CT  OF  1980

P U B L IC  L A W  9 6 - 3 9 9 — O C T . 8 , 1980  94 S T A T . 1645

N EIG HBORHO OD R E IN V E S TM E N T CORPORATION

S e c . 31 j  T it le  V I  o f the Housing and Com m unity Development 
Amendments o f  1978 is amended—

< It by strik ing  ou t “ N a tion a l"  in section 603ial; 
t2 i by strik ing  out "superv ising" in the firs t sentence o f  section 

fiOtkaH 11 and inserting in lieu th e reo f the word "m on ito ring " ; and 
•3i by strik ing  out "nnd not to exceed 512,000,000 fo r fiscal yea r 

l! le0 ' in section 608<ai and inserting in lieu th e reo f the fo llow ing; 
"n o t to exceed $ 12,000,000 fo r fiscal yea r 1980, and not to exceed 
513.428,000 for fisca l yea r 1981"

42 USC HIU2 
42 USC Mill*) 
12 USC Hlllt



GARN-ST GERMAIN DEPOSITORY 
INSTITUTIONS ACT OF 1982.

96 STAT. 1544 PU B LIC  LA W  97-320— OCT. 15, 1982

NEIGHBORHOOD REINVESTMENT CORPORATION

42 USC 8103 S ec . 710. Section 604 o f the Neighborhood Reinvestment Corporation Act 
(Public Law 95-557) is amended—

i l l  by redesignating subsections if l, igi. and (Hi as aubsectiona ig l. th >. 
and ti l, respectively, and by inserting nflct subsection le i the following.

" I f )  A director who ia necessarily absent from a meeting o f the board, o r 
o f a committee o f the board, may participate in euch meeting through a 
du ly designated representative who is serving, pursuant to appointment by 
the President o f the United States, by and with the advice and consent o f 
the Senate, in the same department, agency, corporation, o r instrumenta lity 
as the absent director, o r in the case n f the Com ptro lle r o f the Currency, 
through a duly designated Deputy Com ptro ller.'’ : and 

42) by inserting in  section 60-llg i, as redesignated, ufter "members ' a 
comma and the words 'o r  the ir representatives as protided in subsection 
if).".

42 l.'SC 8105 ibi Section 606ic)t3i o f such Act is amended bv inserting ' funds." a lte r
"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 k;o 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 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

N H S Secondary Market Loan Purchases 
For the years 1976 to 1986 

Cumulative Purchases 
Loan Balances 1000'sI 

2 5000  ---------------------------------------------------------------

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

'F iscal years ending September 30

N H SA  Secondary Market. 1986
Sole Purchase Agreements tin  millions)

I’ ru ilctu iu l S I 2.5

M etropo litan 5 .0

Aetna 4 .0

Allstate 4.0

Ltptituhlr 5 .0

Mutual Benefit L ife 1.0

Lm p low rs Insurance o f  Wausau .5

Tota l $3 0 .0

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

Affordab le  financing for home purchase and repa ir is 
essential to neighborhood revitalization. Because 
manv residents in N H S  neighborhoods cannot a ffo rd  
the cost o f  major home repairs under trad itiona l loan 
repavm cni terms or do not meet conventional credit 
criteria, each N H S  maintains a revolving loan fund  to 
provide loans at interest rates ancl terms that meet 
these borrowers' ability to repav.

Neighborhood Housing Services o f  Am erica (N H SA ). 
a national corporation created in 1974. provides sup­
port to the N H S  network and Ne ighborhood R e in ­
vestment bv operating a secondary market to keep 
N H S  loan funds capitalized so that local N H Ss w ill 
continue to have the resources thev need to solve 
neighborhood problems.

N H S A  buvs loans from local N H Ss and then sells co l­
lateralized securities, backed bv pools o f  these N H S  
loans, to social investors. Initially. N H S A  used its own 
funds to purchase N H S  loans. In 1978. the Ford 
Foundation and Neighborhood Reinvestment con tr ib­
uted loan-fund working capital and the F.quitable 
L ife  Assurance Society o f the United States agreed to 
invest SI m illion in N H S A  notes backed by N H S  
loans, thus in troducing ptivate-sector funds into the 
process and creating a true .secondary market.

T he  secondary market quicklv proved to be both a 
major resource for the N H S  network and a sound 
and satisfying social investment (participating inves­
tors agree to "give up" the d ifference between the 
rate o f  return on their notes with N H S A  and the 
market rate). Currently, seven major insurance com ­
panies have active note participation agree.ments with 
N H S A  totaling S30 m illion dollars.
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" 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 M arket Loan Purchases 
For the years 1976 to 1986

Cumulative Purchases 
Loan Balances (000 ’s)

25000 --------------------------------------------
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“Fiscal years ending September 30

NHSA Secondary Market. 1986
Sote Purchase Agreements tin  millions)

I’ n u le n fiu l S I  2 .5

M etropo litan 5 .0

Aetna •1.0

Mlstate 4 .0

I' jp iilu lile  .1 .0

M utua l B e n e fit t . i fe 1.0
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Bv leveraging social investments. NHSA  has heen 
able to purchase more than S 2 I m illion  in loans 
from 112 NHSs.

A ffo rdab le  financing fo r home purchase and repair is 
essential to  neighborhood revitalization. Because 
manv residents in N H S  neighborhoods cannot afford 
the cost o f  m ajor home repairs under traditional loan 
repavm cnt terms or do not meet conventional credit 
criteria, each  N H S  maintains a revolving loan fund to 
provide loans at interest rates and terms that meet 
these borrow ers' ability to repav.

N e ighborhood  Housing  Services o f  Am erica (NHSA). 
a national corporation  created in 1974. provides sup­
port to the N H S  network and Neighborhood Rein­
vestment bv operating a secondary market to keep 
N H S  loan funds capitalized so that local NHSs will 
continue to  have the resources thev need to solve 
ne ighborhood problems.

N H S A  buys loans from local N H Ss and then sells col­
lateralized securities, backed bv pools o f  these N H S 
loans, to soc ia l investors. Initially. N H S A  used its own 
funds to purchase N H S  loans. In 1978. the Ford 
Foundation and Neighborhood Reinvestment contrib­
uted loan -fund  working capital and the Equitable 
Life A ssurance  Society o f  the I'n itcd  States agreed to 
invest SI m illio n  in N H S A  notes backed by N H S  
loans, thus in troduc ing  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 N H S  network and a sound 
and satisfy ing social investment (participating inves­
tors agree to  "give up” the difference between the 
rate o f  re tu rn  on their notes with N H S A  and the 
market rate). Currently, seven major insurance com­
panies have active note participation agreements with 
N H S A  to ta lin g  530 m illion dollars.
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F e b e r u a r y  1 6 , 1 9 6 3

M y  n a m e  is R i c k  B i e r m a n ,  I a m  a 9 y e a r  r e s i d e n t  of A l a s k a .  My  
f a m i l y  a n d  I l i v e  in a m o b i l e  h o m e  in J u n e a u .  We h a v e  b e e n  p a y i n g  an 
A H F C  lo a n  o n o u r  h o m e  f o r  4 y e a r s .  In a d d i t i o n  w e  h a v e  m a d e  
a p p r o x i m a t e l y  5 0 0 0  d o l l a r s  w o r t h  o f  i m p r o v e m e n t s  i n c l u d i n g  a n ew  

k i t c h e n ,  f e n c e ,  w o o d  s h e d ,  r e a r  d e c k ,  f l o w e r  b e d s  a n d  a n  a p p r o v e d
w o o d  s t o v e . . . W e  h a v e  d o n e  n e e d e d  m a i n t e n a n c e .  M y  p o i n t  is, we l o v e  , 
r e s p e c t  a n d  c a r e  fo r o u r  ho me.

O u r  p r o b l e m  is w e ' v e  ou t g r o w n  o u r  h o m e  a n d  n e e d  a l a r g e r  one. 
O u r  f a m i l y  is g r o w i n g  a n d  o u r  p r e s e n t  h o m e  c a n  no l o n g e r  a c c o m m o d a t e  
o u r  n e e d s ,  o u r  i n c o m e  h a s  a l s o  g r o w n  a n d  w e  c a n  a f f o r d  a l a r g e r
home.

D u e  to m a r k e t  c o n d i t i o n s  w e  a r e  u n a b l e  to s e l l  o u r  h o m e  e v e n  at 
a s u b s t a n t i a l  loss. I'm w i l l i n g  to t a k e  t h i s  l o s s  a n d  t r a d e  my h o m e  
at m a r k e t  v a l u e  f o r  a l a r g e r  m o r e  s a t i s f a c t o r y  hom e.  I ’m net a s k i n g
fo r  s o m e t h i n g  fo r  n o t h i n g ,  I d o n ' t  w a n t  a gi f t,  I w a n t  to buy.

B y  a l l o w i n g  p e o p l e  li ke  me  to t r a d e  up  A H F C  w o u l d  h o l d  a 
s m a l l e r  n o t e  on  a we ll  k e p t  h o m e  a s  o p p o s e d  to a l a r g e  n o t e  on  a 
r e p o s s e s s e d  ho me,  p o s s i b l y  not a s  w e ll  kept.

B y  a l l o w i n g  p e o p l e  in f i n a n c i a l  t r o u b l e  to t r a d e  a l a r g e r  h o m e  
f o r  m i n e , o r  o n e  l i k e  m i n e  A H F C  w o u l d  be s p a r i n g  p e o p l e  the i n d i g n i t y  
of r e p o s s e s s i o n .

Is n ' t  the r e a s o n  f o r  A H F C  to h e l p  A l a s k a n s  h a v e  h o m e s ?  In 1 9 S 2  
that p u r p o s e  w a s  f i l l e d  b y c r e a t i n g  f i n a n c i n g  to h e l p  A l a s k a n s  
a c q u i r e  h o m e s .  In 1 9 8 8  tha t p u r p o s e ,  in s o m e  c a s e s ,  m a y  o n l y  be 
f i l l e d  by a l l o w i n g  A l a s k a n s  to t r a d e  h o m e s  in o r d e r  to k e e p  c u r  
ho me s.

S i n c e r l v ,

T o  W h o m  It Ma y Co nc e rn ,

R i c k  B i e r m a n  £. F a m i l y  
995 1 S p r u c e  W o o d  P a r k  
# 2 5

J u n e a u ,  A l a s k a  9 9 8 0 1  
7 8 9 - 0 0 7 6
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B r a d l e y
2/23/88

O r i g i n a l  sponsors: Donley, Ellis,
B o u c h e r ,  e t  al.

BY THE L A B O R  A N D
IN THE H O U S E  C O M M E R C E  C O M M I T T E E

CS F O R  H O U S E  BILL NO. A 32 (L&C)

IN T HE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - S ECOND SESSION

A  B I L L

For an Act entitled: "An A c t  a u t h o r i z i n g  the A l a s k a  H o using F i n a n c e  C o r p o­

rat i o n  to accept trades in certain cases; and p r o v i d­

ing for an e f f e ctive date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  O F  THE STATE OF ALASKA:

* S e c t i o n  1. P U R P O S E  A N D  A U T H ORI ZATION. (a) The l e gisla ture finds 

that a siz eable p r o p o r t i o n  of the residents of the state have m o r t g a g e s  

that e xceed bot h the p r e s e n t  v a l u e  of the p r o p e r t y  and the p r esent abilit y 

of the m o r t g a g o r s  of the p r o p e r t y  to m a k e  the payments a greed to in the 

past. The purpos e of this A c t  is to direct the A l a s k a  H o u s i n g  Finance 

C o r p o r a t i o n  to use creative solutions to the present crisis in the h o u sing  

m a r k e t  and, at the same time, to permit the c o r p o r a t i o n  to seek the d i s­

posal of surplus reside nces w i t h i n  the corporation' s inventory.

(b) The A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  m a y  permit m o r t g a g o r s  w h o  v 

are e x p e r i e n c i n g  d i f f i c u l t y  in m e e t i n g  their m o r t g a g e  payments to return 

the r e s i d e n c e  and its m o r t g a g e  to the A l a s k a  H o u sing Fina nce C orpor a t i o n  

and to enter into a n e w  m o r t g a g e  for diff erent r e side ntial p r o p e r t y  subject

I
to the control of the c o r p o r a t i o n  at rates that are more w i t h i n  the ability j 

of the mortgagors.

(c) The A l a s k a  H o u s i n g  Finan ce C o r p o r a t i o n  m a y  also permit a m o r t g a­

gor w h o  is w i l l i n g  to accept the r e s p o n s i b i l i t y  for a larger m o r t g a g e  to 

o f f e r  an e x i s t i n g  r e s i d e n c e  and its m o r t g a g e  to the c o r p o r a t i o n  and enter 

into a n e w  m o r t g a g e  for different resid e n t i a l  p r o p e r t y  subject to the 

control of tL e corporation.

(d) The A l a s k a  H o u s i n g  F i n a n c e  Corporation, the m o r t g a g e  insurers,

-1- CSHB 4 3 2 (L&C)



and the m o r t g a g o r  shall, in eac h case, w o r k  together to redueej_a— p o r t i on

2 the n e g a t i v e  e quity that may be present  in indivi d u a l  cases.

3 (e) Subject to appropriations, the A l a s k a  H o u s i n g  F i n a n c e  C o rporation

4 may u se up to 1 per cent of its total fund equity to a c h i e v e  the purposes

5 of this section.

6 (f) In this section, ’’resi d e n c e "  includes m o b i l e  homes.

2 * Sec. 2. This Act is r e p e a l e d  J u l y  1, 1991.

8 * Sec. 3. This Act takes effect i m m e d i a t e l y  u n d e r  AS 01.10.070(c).
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D a t e  r e f e r r e d :  2 / 3 / 8 8 F U R T H E R  R E F E R R A L S : J u d i c i a r y
F i n a n c e

L a b o r  & C o m m e r c e

D A T E

C o m m i t t e e  h a s  c o n s i d e r e d H B  4 3 3T h e
H O U S E  B I L L  N O .  “

" A n  A c t  e s t a b l i s h i n g  a m o r a t o r i u m  o n  j u d i c i a l  a n d  n o n j u d i c i a l  f o r e c l o s u r e s ;  
a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

R E C O M M E N D S :

[ ] r e p l a c e  w i t h  

[ ] a t t a c h e d  a m e n d m e n t ( s )

] t h e  s a m e  t i t l e  - 

[ ] a n e w  t i t l e

C X

c

[

[

c

d o  p a s s  

d o  n o t  p a s s  

n o  r e c o m m e n d a t i o n  

i n d i v i d u a l  r e c o m m e n d a t i o n s  

a d d i t i o n a l  r e f e r r a l  t o  t h e C o m m i t t e e

A D O P T S : [ ] l e t t e r  o f  i n t e n t

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :  

[ } C ]  f i s c a l  i m p a c t  

[ ] z e r o  f i s c a l  n o t e  

[ ] z e r o  w i t h  a n a l y s i s

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d  __________________________

[ ] s a m e  a s  p r e v i o u s  z e r o  f i s c a l

n o t e  p u b l i s h e d  ___________________

O T H E R  R E C O M M E N D A T I O N S :

C h a i r m a n ' s  signatu:



S T A T E  U J f A X tAW A A 1 9 U U  L E U J L B .U A T A V E  B E B S A U N  
F IS C A L  NOTE

B i l l  V e r s i o n :  C S  H B  4 3 3  LS.C
R E Q U E S T :  P u b l i s h  D a t e :  2 / 2 5 / 8 8

R e v i s i o n  D a t e :  A g e n c y  A f f e c t e d :  A l a s k a  C o u r t  S y s t e m
T i t l e :  A n  a c t  r e l a t e d  t o  a m o r a t o r i u m  B R U :  T r i a l  C o u r t s

o n  f o r e c l o s u r e s  
S p o n s o r :  H o u s e  L a b o r  & C o m m e r c e  c o m p o n e n t s :
R e q u e s t o r :

O P E R A T I N G  ■ /; / '  F Y  88 | 
P e r s o n a l  S e r v i c e s  . . . .

T r a v e l  ..............
C o n t r a c t u a l  . . . .  
S u p p l i e s  . . . .  . 
E q u i p m e n t  . . . .
L a n d  & S t r u c t u r e s  ..............
G r a n t s  & C l a i m s  . . . .  . 
T O T A L  O P E R A T I N G  0.0
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S e e  a t t a c h e d  f i s c a l a n a l y s i s .

P r e p a r e d  by: J a n  S t r a n d b e r g ,  G e n e r a l  C o u n s e l  
D i v i s i o n :  A l a s k a  C o u r t  S y s t e m

A p p r o v e d  by: A r t h u r  H. S n o w d e n ,  II,
A g e n c y :  A l a s k a  C o u r t  S y s t e m

D i s t r i b u t i o n  (by p r e p a r e r ) :
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  & B u d g e t  
i m p a c t e d  A g e n c y ( i e s )

S e n a t e  S e c r e t a r y

P h o n e : 

D a t e :

r e c t o r  Dat e :
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0 2 / 2 6 / 8 8

0 2 / 2 6 / 8 8
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A LA SK A  COURT SYSTEM  F IS C A L  A N A LYSIS  

CSHB 433

Th is fiscal note is based on the assumption that 90 percent of state-wide

residential mortgagors In financial d istress will request extensions of the 

redemption period. Based on an 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 Fa irbanks,

Th is fiscal note Is also based on these assum ptions:

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

economic va lue";

(2) no extensive hearings will be held on th is issue or on the issues of past-

due or anticipated taxes , Insurance, amounts due to a payment by the

owner of amounts due as p rincip a l; and

(3) these issues will not be contested.

F in a lly , this fiscal note Is based on the assumption that the number of re s i­

dential foreclosures in 1988 will not change substantia lly  from those for 1987.



A l a s k a  C o u r t  S y s t e m  

CS H B  4 3 3  (.L&C)..-. F i s c a l  I m p a c t

P e r s o n a l  S e r v i c e s ;

Salary B e n e f i t s latsl

S t a n d i n g  M a s t e r ,  R a n g e  24A, 
P P T , A n c h o r a g e $ 2 8 , 1 2 2 $ 8 , 2 9 9 $ 3 6 , 4 2 1

I n - c o u r t  C l e r k ,  R a n g e  12B, 
PPT, A n c h o r a g e 1 2 , 8 7 0 4 , 9 6 4 1 7 , 8 3 4

C o u r t  c l e r k  I, R a n g e  0 8 b , 
PPT, A n c h o r a g e 1 0 , 1 2 2  ‘ 4 , 3 6 3 1 4 , 4 8 5

T o t a l  P e r s o n a l S e r v i c e s 6 8 , 7 4 0

C o n t r a c t u a l  S e r v i c e s

C o n t r a c t u a l  s t a n d i n g  m a s t e r  f e e s (500 h o u r s  a t  $ 9 0 a n  h o u r ) 4 5 , 0 0 0

E q u i p m e n t : ( o n e - t i m e  cost)

D e sk, c h a i r ,  t y p e w r i t e r ,  a n d  f i l i n g  c a b i n e t  4 , 2 6 6

T o t a l  F i r s t  Y e a r  C o s t  $ 1 1 8 , 0 0 6

P a g e  3 o f  3



Original sponsor: Labor a nd C o m me rce Committee
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BY THE L A B O R  AND
IN THE HOUSE  COMMERCE COMMITTEE

CS F O R  H OUSE B I L L  NO. 433 (L&C)

IN THE L E G I S L A T U R E  OF T H E  STATE OF A L A S K A
II

4 : F I F T E E N T H  L E G I S L A T U R E  - SECOND SESSION
jl

5|! A  BILL

01 For an Act entitled: "An A c t  e s t a b l i s h i n g  a m o r a t o r i u m  on judicial and

7 n o n j u d i c i a l  f o reclo sures on residen tial property; and

8‘ pr o v i d i n g  for an effectiv e date."

9“BE IT E N ACTED B Y  THE L E G I S L A T U R E  OF THE STATE OF ALASKA:
I I

10' * Section 1. L E G I S L A T I V E  D E T E R M I N A T I O N  AND FINDINGS. The legislature

:1 finds that an economic em ergency c u r r e n t l y  exists in the state that threat-

12 ens to u n d e r m i n e  a substantial p ublic  invest ment in r e siden tial h o u s i n g  and

13 that is causing residents of the state to be disp laced from their homes and

has subs t a n t i a l l y  increased i n s o lvencies and bankruptci es among individuals14 i

11
15!|and private and p u b l i c  financial institutions in the state that has brought  

15’ great h a r m  to the people of the state. The legislature further finds that 

17 the c om pelling p ublic interest requi r e s  the legislature to enact legis- 

1S lation g r a nting the courts of the state eme rgency a u t h o rity to deal w i t h  

the economic e merg e n c y  facing the state resi de n t i a l  h o using m a r k e t  in order 

I *°'j to p r ev ent further damage to the p u b l i c  welfare. The legislatu re further 

21 determines that the following l e g i s l a t i o n  does not impair the o bligation of

19 1!
!l

20 i!

22 contract g u a r a n t e e d  u nder the C o n s t i t u t i o n  of the U n i t e d  States or of the
,1

23 State of A l a s k a  w h e n  it enacts l e g i s l a t i o n  w i t h i n  its poli ce p o w e r  and

24 w i t h i n  its r e s e r v e d  power  to p r o t e c t  its sovereignty, its government, its

25 people, and their w e l f a r e  against exigencies that m a y  arise in the present

26 ij

27 

23

great emergency.

* Sec. 2. N O N J U D I C I A L  FORECLOSURES. (a) In a n o n j u d i c i a l  foreclosure

of a m o r t g a g e  or deed of trust on r e s i d e n t i a l  p r o p erty w h e r e  the p e r i o d  for 

29';the r e d e m p t i o n  b y  the m o r t g a g o r  or trustor has n o t  expired, the owner of

-1- CSHB 4 3 3 (L&C)



11

2 iI

3 i

4 j 

5 i 

6

7

8

the r e s i d e n t i a l  p r o p e r t y  m a y  apply to the superior court for an order 

delaying the e x p i r a t i o n  of the p e r i o d  for r e d e m p t i o n  or other proceedings  

r e l a t e d  to the fo reclosure until one year after the effective date of this 

Act. Until one year after the effective date of this Act, the owner of the 

reside ntial p r o p e r t y  has the exclusive right to r e d e e m  the p r o p e r t y  and is 

entitled to p o s s e s s i o n  of the property.

(b) The s uperior court, on an a p p l i c a t i o n  for an e x t e n s i o n  of the 

period  of r e d e m p t i o n  or of other p rocee d i n g s  r e l a t e d  to the f o rec losure of

9|; r esidential  p r o p e r t y  under (a) of this section, shall issue an order delay-
11

10! ing the e x p i r a t i o n  of the period for r e d e m p t i o n  on its determination, after

11 i j  notice and an o p p o r t u n i t y  for a hearing, that the p r o p e r t y  is r e s i d e n t i a l

12

13

14

151!
!|

16 ii

17 ii 

18!

19'

201,

21 I*

22
M 1

23j 

24 

25!

261I
2 7 1!

• 1
j

28l|
iI

?Q

p r o perty and that the owner of the r e s i d e n t i a l  p r o p e r t y  has a g r e e d  to and 

: has m a d e  the p a y m e n t  of a reasonable r e ntal for the r e sidential  p r o perty  

for the period. The reasonable rental shall be det er m i n e d  by the court 

ba s e d  on the r e a s o n a b l e  economic v a l u e  of the r e s i d e n t i a l  p r o p e r t y  on the 

date of the request, the past-due or a n t i c i p a t e d  expenses of taxes, i n s u r­

ance, amounts due to a common interest community, and other amounts r e q u i r­

ed to p r e s e r v e  the residential property, and the p a yme nt b y  the owner of 

the amounts due as pri ncipal u nder the mortgage. In no case m a y  the r e a­

sonable r ental determ i n e d  by the court' be less than 50 percen t of the total 

of the m o n t h l y  m o r t g a g e  payment and any amounts due to a c ommon interest

community.

(c) If the owner of the r e s i d e n t i a l  p r o p e r t y  subject to an order 

issued u n d e r  (b) of this section fails to co mply w i t h  the order, the order 

extending the p e r i o d  of rede mption m a y  be set aside after n o t i c e  and an 

opportunity for a hearing.

(d) The provisions of (a) - (c) of this section supersede, for one 

year after the effective date of this Act, the provisions of any o ther law 

inconsistent w i t h  this section.
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* Sec. 3. J U D I C I A L  FORECLOSURES. (a) In a judicial foreclosure o f  a 

m o r t g a g e  or deed of trust on residential p r o p e r t y  w h e r e  the period for the 

r e d e m p t i o n  b y  the m o r t g a g o r  or trustor has not e x p i r e d  under AS 09.35.250, 

other law, or u n d e r  the m o r t g a g e  or deed of trust, the owner of the r e s i­

dential p r o p e r t y  m a y  apply to the superior court for an order delaying the 

e xpiration of the p e r i o d  for r ede mption or other proceeding s rel ated to the 

foreclosure u n t i l  two years after the effec tive date of this Act. Until

two yeers after the effective date of this Act, the owner of the residen-
|
tial p r o p e r t y  has the exclusive right to r e d e e m  the p r o p erty and is e n t i­

tled to p o s s e s s i o n  of the property.

(b) The superior court, on an appli c a t i o n  for an extension of the 

p e r i o d  of r e d e m p t i o n  under (a) of this section, shall issue an order d e l a y­

ing the expirati on of the p eriod for r e d e m p t i o n  on its determination, after 

notice and an o p p o r t u n i t y  for a hearing, that the property  is residential 

p r o perty and that the owner of the resident ial p r o p e r t y  has agreed to and

,6; has made the p a yment of a reasonable rental for the residential p r o pert y 

17 for the period. The reasonable rental shall be determin ed by the court

b a s e d  on the r e a s o n a b l e  economic value of the r e si dential proper ty on the 

date of the request, the past-due or an tici p a t e d  expenses of taxes, i n s u r­

ance, amounts due to a common interest community, and other amounts re-

18 j 

191

I
20 |l

21 qu ired to preserve  the resid ential property, and the payment by the owner

22 1 of the amounts due as principal under the mortgage. In no case m a y  the

23 reasonabl e rental determined by the court be less than 50 percent of the 

total of the m o n t h l y  m o r tgag e payment and any amounts due to a common24

25i interest community.
i

26

27

28

(c) If the owner of the reside n t i a l  p r o p e r t y  subject to an order 

issued under (b) of this section fails to comply w i t h  the order, the order 

extending the p e r i o d  of redemption m a y  be set aside after notice and an 

2 9!j o p po rtunity for a hearing.
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(d) The provision s of (a) - (c) of this s e ction supersede, for two 

years following the effectiv e date of this Act, the provisions  o f  any other 

1 law inconsistent w i t h  this section.

* Sec. A. If the p e r i o d  for the redempti on b y  the m o r t g a g o r  or trustor 

1 of r e s i d e n t i a l  p r o p e r t y  expires w i t h i n  30 days after the effective date of 

' this Act, the p e r i o d  for the r e d e m p t i o n  is e x t ended to 30 days after the 

j effective date of this Act.

* Sec 5. In this Act, "residential property" includes v e s sels u s e d  for

91! residential purposes.

1 0

n

* Sec. 6. This A c t  is r epea l e d  two years after the effective date of 

this Act.
j|

12i: * Sec. 7. This Act  takes effect immediately u n d e r  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

F e b r u a r y  11, 198S

Ref: A l a s k a  H B  4 3 3

To: R e p r e s e n t a t i v e  D a v e  D o n l e y

Fro m:  J o h n  . . E l l i n g s o n

D e a r  R e p r e s e n t a t i v e  D o n l e y ,
I am  an a t t o r n e y  r e p r e s e n t i n g  a n u m b e r  of b o r r o w e r s  -from 

A l a s k a  b a n k s .  All of m y  c l i e n t s  h a v e  l e f t  A l a s k a  f o r  
e c o n o m i c  r e a s o n s  and a r e  n o w  l o c a t e d  in t h e  P a c i f i c
N o r t h w e s t .  All h a v e  s u f f e r e d  s e v e r e  e c o n o m i c  l o s s  b e c a u s e  of 

t h e  p o o r  b a n k i n g  p r a c t i c e s  in A l a s k a  t h a t  r e s u l t e d  in o v e r­
i n f l a t i o n  of real e s t a t e  p r i c e s  f o l l o w e d  b y  t h e  d e e p  d e c l i n e  
in p r i c e s .  T h i s  s i t u a t i o n  h a s  b e e n  e x a c e r b a t e d  by t h e
a c t i o n s  of t h e  l e n d e r s  by t h e i r  a u c t i o n  s a l e s .

B e l o w  a r e  my c o m m e n t s  on  H B  433. W i t h o u t  a d d r e s s i n g  in 
d e t a i l  t h e  p o t e n t i a l  c o n s t i t u t i o n a l  c h a l l e n g e  s u c h
l e g i s l a t i o n  m i g h t  face,  1 w o u l d  p o i n t  o u t  t h a t  s i m i l a r
" b r e a t h i n g  s p a c e "  p r o v i s i o n s  a r e  i n c l u d e d  in t h e  U n i t e d  
S t a t e s  B a n k r u p t c y  C o d e  at 11 (JSC 362.

C O M M E N T S :  T h e  p u r p o s e s  of t h e  l e g i s l a t i o n ,  s t a t e d  at
S e c t i o n s  l. (a ),  1 . (b)(1) t h r u  <6) a r e  l a u d a b l e  a n d
n e c e s s a r y .  T h e y  i mpl y, b u t  d o  no t a d d r e s s  d i r e c t l y ,  t h e
c a u s e  of t h e  p r o b l e m ,  nor d o e s  t h e  l e g i s l a t i o n  p r o v i d e  for a 
s o l u t i o n .  T h i s  b i l l  w o u l d  c r e a t e  a n e c e s s a r y  " b r e a t h i n g
p e r i o d "  in w h i c h  an o v e r a l l  s o l u t i o n  c o u l d  b e  s o u g h t  a nd
i m p l e m e n t e d .  T h e  c a u s e  of t h i s  p r o b l e m  w a s  w e l l  s t a t e d  b y  
t h e  p r e s i d e n t  of t h e  N a t i o n a l  B a n k  of A l a s k a ,  w h e n  h e  
r e c e n t l y  a d d r e s s e d  t h e  S t a t e  C h a m b e r  of Commerce.. H e  sa id  
t h a t  t h e  s o l e  c a u s e  of t h e  p r e s e n t  e c o n o m i c  p l i g h t  in t h e  
r ea l e s t a t e  m a r k e t  w a s  t he  m i s m a n a g e m e n t  of t h e  f a i l e d  banks. 
T h i s  s t a t e m e n t  is in line  w i t h  c o m m e n t s  of t h e  F D I C ,  w h i c h  
p o i n t e d  t o  t h e  m i s m a n a g e m e n t  of F i r s t  I n t e r s t a t e  Ban k of 
A l a s k a  in t h e i r  p u b l i c  s t a t e m e n t  -foilowing t h e  c l o s u r e  of 
t h a t  b an k.

1



T h e  s e c o n d a r y  l e n d e r s  p a r t i c i p a t e d  in t h i s  m i s m a n a g e m e n t  
b y a c c e p t i n g  l o a n  p a r t i c i p a t i o n e  a n d  p a c k a g e s  t h a t  d i d  no t 
m e e t  p r u d e n t  u n d e r w r i t i n g  r e q u i r e m e n t s .  T w o  well p l a c e d  F N M A  
e m p l o y e e s  h a v e  a d m i t t e d  to t h i s  w r i t e r  t h a t  F N M A  i s  h o l d i n g  a 
l a r g e  n u m b e r  of l o a n s  f r o m  A l a s k a  t h a t  d i d  n ot  m e e t  F N M A  
u n d e r w r i t i n g  r e q u i r e m e n t s .  T h e  o v e r  i n d u l g e n c e  of t h e  b a n k s  
in t h e  rea l e s t a t e  l o a n  m a r k e t  c r e a t e d  u n r e a l i s t i c  i n f l a t e d  
r ea l e s t a t e  p r i c e s  w i t h o u t  a d d i n g  va l u e .  T h e  i n e v i t a b l e  
b u r s t i n g  of t h i s  b u b b l e  c a u s e d  t h e  d e s t r u c t i o n  of t h e  real 
e s t a t e  m a r k e t  a n d  h a s  d e p r e s s e d  p r i c e s  well  b e l o w  real value. 
T h e  p r e s e n t  c i r c u m s t a n c e  h a s  p l a c e d  t h e  real e s t a t e  l e n d e r s ,  
t h e  m o r t g a g e  i n s u r a n c e  i n d u s t r y  and t h e  e c o n o m y  of A l a s k a  in 

a p r e c a r i o u s  p o s i t i o n .

T h e r e  h a s  b e e n  n o  r e c o g n i t i o n  on t h e  p a r t  of t h e  
s e c o n d a r y  l e n d i n g  m a r k e t  of t h e  d a m a g e  t h e i r  i m p r u d e n c e  h a s  
c a u s e d .  T h e  d a m a g e  c a u s e d  b y  t h e  f a i l e d  b a n k s  and t h e i r  

u p s t r e a m  p a r t n e r s  d i d  riot s t o p  at t h e  f r o n t  d o o r  of t h e  
b a n k s ,  b u t  l i k e  a p l a g u e  h a s  s p r e a d  t h r o u g h o u t  t h e  st ate. 
A n y  s o l u t i o n  t o  t h e  p r o b l e m  m u s t  i n v o l v e  a r e c o g n i t i o n  of t h e

d a m a g e  c a u s e  by  t h e  lenders., I M o _ m g r a t o r ^ u m x _ b y  i_tsel_fx  can
§9Ly§_this_£rob]^em_bet:ause_i_t_gQl^y_del_ays_the_i_neyi tabl^e^ It 

is  n o t  r i g h t ,  f a i r  or just  t h a t  t h e  b o r r o w e r s  a n d  real 
p r o p e r t y  o w n e r s  of A l a s k a  be a s k e d  t o  b e a r  t h e  b u r d e n  fo r  t h e  
e r r o r s  of t h e  l e n d i n g  industry., T h e r e  m u s t  b e  a f a i r  
a p p o r t i o n m e n t  of t h e  d a m a g e s .  B e c a u s e  A l a s k a  h a s  a b r i g h t  
f u t u r e  an d t h e  rea l e s t a t e  in A l a s k a  is  c u r r e n t l y  p r i c e d  
b e l o w  i t s  i n t r i n s i c  v a l u e ,  t h e r e  is an u p s i d e  p o t e n t i a l  th at  
axil s h o u l d  s h a r e  in. H o w e v e r ,  t h e  b o r r o w e r s  l i a b i l i t y  s h o u l d  
b e  f i x e d  at t h e  p r e s e n t  m a r k e t  p r i c e .  T h a t  p r i c e  h a s  no t 
b e e n  d e t e r m i n e d  by  n o r m a l  m a r k e t  c o n d i t i o n s ,  bu t h a s  b e e n  

92lSly _i Di iIk lS0£S£! b y  t h e  e r r o r s  of t h e  l e n d i n g  i n s t i t u t i o n s .

T h e  s p e c i f i c  p r o v i s i o n s  of H B  4 3 3  a d d r e s s  t h e  m e t h o d  of 
a p p l y i n g  to t h e  c o u r t  f o r  r e l i e f  b y  a b o r r o w e r , w h o  h a s  b e e n  
f o r e c l o s e d  u p o n ,  a n d  n o w  s e e k s  t o  e x t e n d  t h e  p e r i o d  of 
r e d e m p t i o n .  H o w e v e r ,  it xs n o t  c l e a r  w h a t  p r o c e d u r e  a 
b o r r o w e r  in d e f a u l t  that h a s  n o t  b e e n  f o r e c l o s e d  u p o n  s h o u l d  
f o l l o w .  In s u c h  a c a s e  t h e  p e r i o d  of r e d e m p t i o n  is n ot  t h e  
i s s u e ,  b u t  the f o r e c l o s u r e  is t h e  i s s u e .  T h e  B a n k r u p t c y  C o d e  
p r o v i s i o n ,  m e n t i o n e d  a b o v e ,  p r o v i d e s  a u t o m a t i c  r e l i e f  t h a t  is 
t r i g g e r e d  b y  t h e  f i l i n g  of th e i n i t i a l  B a n k r u p t c y  p e t i t i o n .  
T h e  p r o v i s i o n s  of H B  4 3 3  m i g h t  b e  s i m i l a r l y  t r i g g e r e d  b y  t h e  
l e n d e r  s e n d i n g  t h e  n o t i c e  of i n t e n t  to  f o r e c l o s e  t o  the 
b o r r o w e r .  T h e  u n d e r l y i n g  c a u s e  of t h e  d e f a u l t  c o u l d  wel l be 
l a i d  at  the f e e t  of t h e  l e n d e r ,  b u t  t h i s  bil l w o u l d  a l l o w  th e  
f o r e c l o s u r e  t o  p r o c e e d  u n d e r  t h e  r u l e s  set f o r t h .



w m

T h e  r u l e s  a n d  c o n d i t i o n s  a l l o w i n g  to r t h e  p a y m e n t  at 
p r i n c i p l e  t a i l  t o  a d d r e s s  t h e  s i t u a t i o n  w h e r e i n  m a n y  loan 
d o c u m e n t s  a l l o w  t h e  l e n d e r  to a l l o c a t e  a n y  p a y m e n t  t o  e i t h e r  
p r i n c i p l e  or i n t e r e s t -  U n d e r  t h e  p r o p o s e d  p r o c e d u r e ,  a 
b o r r o w e r  c o u l d  t i n d  h i m s e l f  r e q u i r e d  t o  m a k e  b o t h  r e a s o n a b l e  
r e n t  p a y m e n t s  a n d  l o a n  p a y m e n t s -  T h i s  c o m b i n a t i o n  of 
p a y m e n t s  c o u l d  e x c e e d  th e  p a y m e n t  r e q u i r e d  u n d e r  t h e  
d e f a u l t e d  l oa n. It is h a r d  to  i m a g i n e  a b o r r o w e r ,  w h o  c a n n o t  
m a k e  t h e  c u r r e n t  l o a n  p a y m e n t ,  p a y i n g  t h e  l o a n  p a y m e n t  p l u s  
r e a s o n a b l e  r e n t -  T h e  l a n g u a g e  of t h e  bill s h o u l d  b e  
t i g h t e n e d  t o  s e t  a c e i l i n g  on t h e  t o t a l  p a y m e n t  t h a t  c o u l d  be 
r e c o v e r e d  b y  a l e n d e r  or o r d e r e d  b y  t h e  c o u r t .

J

O n e  s u g g e s t i o n  w o u l d  be t o  a l l o w  t h e  c o u r t  t o  d e t e r m i n e  
t h e  v a l u e  of t h e  l e n d e r s '  s e c u r i t y  i n t e r e s t  in t h e  p r o p e r t y  
( s i m i l a r  t o  t h e  p r o c e d u r e  j.n B a n k r u p t c y )  a n d  l i m i t  to t a l  
p a y m e n t s  t o  p r i n c i p a l  on a t h i r t y  y e a r  l o a n  at m a r k e t  r a t e s  
w i t h  a n o r m a l  a m o r t i s a t i o n  s c h e d u l e .  T h e  l o a n  a m o u n t  s h o u l d  
b e  e q u a l  t o  t h e  v a l u e  of t h e  l e n d e r s  s e c u r i t y  i n t e r e s t  in t h e  
p r o p e r t y .  T h e  t o t a l  p a y m e n t  s h o u l d  b e  t h i s  p r i n c i p l e  a m o u n t  
p l u s  r e a s o n a b l e  r e n t  on th e p r o p e r t y .  T h i s  p r o c e d u r e  w o u l d  
r e c o g n i z e  t h e  r o l e  of t h e  l e n d e r  in c r e a t i n g  t h e  d e c l i n e  in 
t h e  p r i c e  of t h e  rea l e s t a t e  t h a t  t h e  l o a n  w a s  m a d e  on. It 
w o u l d  p r e v e n t  a d o u b l e  r e c o v e r y .  T h e  l e n d e r  s h o u l d  be 

p r o h i b i t e d  f r o m  a c c r u i n g  i n t e r e s t  d u r i n g  t h e  p e r i o d  of t h e  
m o r a t o r i u m .  T h e  d e c r e a s e d  v a l u e  of t h e  p r o p e r t y ,  as 
d e t e r m i n e d  by  t h e  c o u r t ,  s h o u l d  b e  t a k e n  i n t o  a c c o u n t  in 

d e t e r m i n i n g  t h e  " r e a s o n a b l e  re n t " .  S u c h  a p r o v i s i o n  w o u l d  
p r e v e n t  t h e  d o u b l e  r e c o v e r y  r e f e r e n c e d  in s e c t i o n  1. As t h e  
b i l l  n o w  s t a n d s ,  t h e  l e n d e r  c o u l d  m a k e  a d o u b l e  r e c o v e r y  in 
t e r m s  of r e n t  a n d  p r i n c i p l e ,  t h e s e  n e w  p a y m e n t s  c o u l d  well 
e x c e e d  t h e  p a y m e n t s  d u e  u n d e r  t h e  d e f a u l t e d  loan..

T h i s  i s  b y  f a r  t h e  b e s t  p r o p o s a l  I h a v e  s e e n  t o  date. 
W i t h  s o m e  t e c h n i c a l  c o r r e c t i o n s  it g o e s  a l o n g  w a y  t o w a r d  
s t o p p i n g  th e b l e e d i n g ,  b u t  it d o e s  n o t h i n g  t o  p r o v i d e  for t h e  
t r a n s f u s i o n  r e q u i r e d  t o  s a v e  t h e  e c o n o m y .  T i m e  a l o n e  will 
n ot s o l v e  t h i s  p r o b l e m .  It h a s  b e e n  e s t i m a t e d  t h a t  t h e  o r d e r  
of m a g n i t u d e  of t h i s  p r o b l e m  is $ 3 , 0 0 0 , 0 0 0 , 0 0 0 . 0 0 .  U n l e s s  
s o m e  s t e p  is  t a k e n  t o  a f f i r m a t i v e l y  a d d r e s s  t h i s  p r o b l e m ,  t h e  
$ 3 , 0 0 0 ,  0 0 0 , 0 0 0 .  0 0  d e f i c i t  in real p •-o p e r t y  v a l u e s  wi 11 h a u n t  
t h e  e c o n o m y  of A l a s k a  f a r  i n t o  t h e  f u t u r



I h a v e  s u b m i t t e d  t o  G o v e r n o r  C o w p e r  an d  S e n a t o r  
M u r k o w e k i  a s k e t c h  of o n e  p o t e n t i a l  p l a n  f o r  r e c o v e r y  and 
w o u l d  b e  p l e a s e d  t o  d i s c u s s  t h i s  p l a n  w i t h  you.

J 3hn F. Elli

cc: C h a r i t y  K a d o w
R a n d a l l  lvloen 
D a v i d  R o s e





Duration of Employment
The first few m onths on a jo b  are the 
most hazardous fo r an em p loyee. In 
1985 , 5 4%  o f the jo b  re la ted in juries 
occurred during the firs t year o f serv­
ice and 16%  during the firs t m onth . 
Figure 1-26 shows the percent d istri­
bution for a ll tim e loss cases report­
ed in 1985. For ail known duration 
cases. 61%  involved em p loyees du r­
ing their first year on the job  and 18%  
during the first m onth.
In construction industries. 3 2 %  o f all 
cases o f known du ration  occurred in 
the first month o f  em p loym en t and 
over one ha lf (5 7% ) occurred  within 
the first three months. M anufacturing 
was sim ilar with 3 1%  o f  known du ra­
tion cases in the first m onth and 5 7%  
within the first three m onths on the 
job. Construction and manufacturing 
are seasonal industries where the jobs 
are o f lim ited du ration . Em p loyees 
may not work fo r the sam e firm  from  
one season to the next. An ex­
perienced worker fo r a new firm  may 
therefore be counted as an in jury case

F i g u r e  1-26 
T im e  L o s s  I n j u r i e s  & I l l n e s s e s  

P e r c e n t  by  D u r a t i o n  of E m p l o y m e n t  
A l a s k a  1985

Legend 
I I Years
GE3 7-12 Mo 10.5" 
2&21 4-6 Mo 11.7r. 
Hi 2-3 Mo 15.6?: 
E~3 1 Mo 1 6.37:

1 4-5 11-25 36 +
2-3 6-10 26-35 Unknown

Duration of Employment - YEARS

after on ly a short duration on that job. 
Table B-15 contains duration o f  em ­
ploym ent data on in jured workers by 
m a jo r industry.

F i g u r e  1 -27 
T i m e  L o e a  I n j u r i e s  P e r c e n t  D i s t r i b u t i o n  

b y  S h i f t  H o u r  A c c i d o n t  O c c u r r e d  
A l a s k a  1 9 8 4

221 coaaa.

Shift Hour Accident 
Occurred

The shift hou r in which an accidents 
occurs is computed from  the elapsed 
time between the schedu led start o f 
the work day and “ -e recorded time 
o f the accident 3 stribution o f 
cases from  th' .a r for which
these data wei ab le (1 9 8 4 ) is
presented in F .d t.ve 2-14. A lm ost 
identical patterns are seen in the dis­
tributions for 1980 to 1984 . Less than

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 f j  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 — -•=>38.3 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
Finance 12.9 15.0 27.2 19.5 18.7
Services 19.1 20.2 20.5 16.3 16.2

State & Local Govt. 13.4 14.9 18.1 15.4 17.0

one-ha lf o f the accidents happened 
during the first ha lf o f the day. Most 
o f the accidents that occurred during 
the second ha lf o f the day occurred 
after the seventh shift hour. A sm a ll 
portion o f the cases involved acci­
dents which happened p rio r to the 
scheduled start o f the shift, indicat­
ing that in som e cases the individual 
began working prior to the usual time 
that day. Fatigue appears to play a

significant ro le in the occurrence o f 
time loss accidents. A historical sum ­
m ary o f the portion  o f cases a fte r the 
eighth hour o f w ork is given in Table 
1-18. For industries which charac­
teristically have long working hours, 
the percentage o f  accidents occurring 
afte r eight work hours is g reater than 
the average.
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Origina l sponsor: Lab or and C o m m e r c e
Committee

BY THE L A B O R  AND
IN THE H O U S E  COMMER CE COMMITTEE

CS F O R  H O U S E  B I L L  NO. 436 (L&C)

IN THE L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A  

FIFTEENTH L E G I S L A T U R E  - S E C O N D  SESSION

A  BI LL

For an Act entitled: "An A ct r e q u i r i n g  p a y m e n t  to certain e m p l o y e e s  of

time and a h a l f  or d o uble time wages for w o r k  in 

excess of e i g h t  h o u r s  a day or 40 hours a w e e k . "

BE IT E N A C T E D  BY THE L E GISLATU RE OF THE S T A T E  OF ALASKA:

* S e c t i o n  1. AS 23.10.060 is a m e n d e d  to read:

Sec. 23.10.060. P A Y M E N T  F O R  OVERTIME. (a) Except as provided  

in (b) of this section, an [AN] e m p l o y e r  w h o  employs employees engaged 

in commerce, or other bus iness, or in the p ro duction of goods or 

m a t e r i a l s  in the state [ALASKA] m a y  n o t  e m p l o y  an employee [NOT ACTING  

IN A  S U P E R V I S O R Y  CAPACITY, E I T H E R  M A L E  O R  FEMALE,] for a w o r k w e e k  

longer than 40 hours or for m o r e  than ei ght hours a day^_

(b) If an [, EXCEPT T H A T  IF THE] e m p l o y e r  employs [FINDS IT 

N E C E S S A R Y  TO EMPLOY] an e m p loye e m o r e  than [IN EXCESS OF] 40 h o u r s  but 

not m o r e  than 60 hours a w e e k  or m o r e  than eight but not m o r e  than 12 

hours a day, the employer s hall  p a y  c o m p e n s a t i o n  for this [THE] o v e r­

time at the rate of one and o n e - h a l f  times the regular rate of pay^ 

If an employer employs an e m p l o y e e  m o r e  than 60 hours a w e e k  or more 

than 12 hours a day, the e m p l o y e r  shall pay compensation for this 

o v e r t i m e  at the rate of two times the r e g u l a r  rate.

(c) This section [SHALL BE PAID, A N D  THIS PROVISION] is c o n­

sid ered included in all con tracts of employment.

(d) This section does n o t  a p p l y  w i t h  r e s p e c t  to

(1) an employee e m p l o y e d  b y  an e m p l o y e r  employing less than

four employees in the regul ar c o u r s e  o f  business, as ^ r e g u l a r  course

-1- CSHB 4 3 6 (L&C)



of b u s i n e s s ^  is def ined b y  r e g u l a t i o n s  of the commissioner;

(2) [REPEALED

(3) R E P E A L E D

(4)] an employee e m p l o y e d  in handling, packing, storing, 

pasteuriz ing, drying, p r e p a r i n g  in their  r a w  or n a tura l state, or 

canning a g r i c u l t u r a l  or h o r t i c u l t u r a l  c o mmodities for market, or in 

m a k i n g  c heese or b u t t e r  or other dai ry products;

(3) [(5)] an e m p l o y e e  of an e m p l o y e r  engaged in small

m i n i n g  o p e r a t i o n s  w h e r e  not m o r e  than 12 employees are employed, if 

the e m p loyee is e m p loy ed not in e xcess o f  12 h o u r s  a day or 56 hou rs a 

w e e k  during a p e r i o d  or periods of n o t  m o r e  than 14 workweeks in the 

a g g r egate in a cale n d a r  y e a r  d u r i n g  the m i n i n g  season, as the season 

is d e fined b y  the commissioner;

(4) [(6) REP EALED

(7)] an employee e n g a g e d  in agriculture;

(5) [(8)] an e m p l o y e e  e m p l o y e d  in connection w i t h  the

p u b l i c a t i o n  of a weekly, semiweekly, or daily n e w s p a p e r  w i t h  a c i r c u­

lat i o n  of less than 1,000;

(6) [(9)] a s w i t c h b o a r d  o p e r a t o r  empl oyed in a publi c

telephone e x c h a n g e  that [WHICH] h a s  fewer than 750 stations;

(7) [(10)] an employee of an e m p loyer engaged in the b u s i­

ness  of o p e r a t i n g  taxicabs;

(8) [(11)] an employ ee in an othe r w i s e  exempted employment 

or p r o p r i e t o r  in a retail or service e s t a b l i s h m e n t  enga ged in h a n dling 

telegraphic, telephone, or radio m e s s a g e s  for the public under an 

a g e n c y  or c o n t r a c t  arrangement  w i t h  a telegraph or communications 

c o m p a n y  w h e r e  the telegraph m e s s a g e  or communica tions revenue of the 

a g e n c y  does n o t  e xceed $500 a month;

(9) [(12)] an employee e m p l o y e d  as a seaman;

CSHB 4 3 6 (L&C) -2-



(10) [(13)] an employee e m p l o y e d  in p l a n t i n g  or tending

trees, cruising, or surveying, or bucking, or f e l l i n g  timber, or in 

p r e p a r i n g  or t r a n s p o r t i n g  logs or other f o r e s t r y  p r o d u c t s  to the mill, 

p r o c e s s i n g  plant, railroad, or o ther t r a n s p o r t a t i o n  terminal, if the

n u m b e r  of employees emplo y e d  by the e m p l o y e r  in the forestry or lum-

6 b er ing operations does not exceed 12;

7 (11) [(14)] an individual e m p l o y e d  as an outside buyer of

8 poultry, eggs, cream, or m i l k  in their r a w  or n a t u r a l  state;

9 (12) [(15)] casual employees as m a y  be liber ally defined by

r e g u l a t i o n s  of the commissioner;

(13) [(16)] an employee of a h o s p i t a l  w h o s e  employment

includes the p r o v i s i o n  of medical services;

(14) [(17)] w o r k  performed b y  an e m p l o y e e  u n d e r  a flexible 

w o r k  h o u r  plan if the plan is in cluded as part of a collective bar-

15 g a i n i n g  agreement;

16 (15) [(18)] w o r k  performed b y  an e m p l o y e e  u n d e r  a voluntary

17 flexible w o r k  h o u r  p l a n  if

18 (A) the employee and the e m p l o y e r  h a v e  signed a writ-

19 ten a g r e ement and the written a g r e ement has b e e n  filed with the

d e p a r t m e n t ; and

(B) the department has issued a c e r t i f i c a t e  approving 

the plan w h i c h  states the w o r k  is for 40 h o u r s  a we ek and not 

m o r e  than 10 hours a day; for w o r k  ove r 40 h o u r s  a week or 10 

hours a day u n d e r  a flexible w o r k  h o u r  p l a n  n o t  included as part 

of a collecti ve b a r g a i n i n g  agreement, c o m p e n s a t i o n  at the rate of 

one and o n e - h a l f  times the r e gul ar rate of p a y  shall be paid for

10

11

12

13

14

20
21

22

23

24

25

26

27 the overtime;

28 (16) an e m p lo yee acting in a s u p e r v i s o r y  c a p a c i t y .

29
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Duration of Employment
The first few months on a job  are the 
m ost hazardous for an employee. In 
1985 , 5 4%  o f the job  related in juries 
occurred during the firs t year o f serv­
ice and 16%  during the firs t month. 
F igure 1-26 shows the percent d istri­
bution for a ll time loss cases report­
ed in 1985. For a ll known duration 
cases. 61%  involved em p loyees dur­
ing their first year on the job  and 18% 
during the first month.
In construction industries. 3 2%  o f all 
cases o f known duration occurred in 
the first month o f em p loym ent and 
over one ha lf (5 7% ) occurred within 
the first three months. Manufacturing 
was sim ila r with 31%  o f known dura­
tion cases in the first month and 57%  
within the first three m onths on the 
job. Construction and manufacturing 
are seasonal industries where the jobs 
are o f lim ited duration. Employees 
may not work for the sam e firm  from  
one season to the next. An ex­
perienced worker for a new firm  may 
therefore be counted as an injury case

F i g u r e  1-26 
T i m e  Loss  I n j u r i e s  & I l l n e s s e s  

P e r c e n t  by D u r a t i o n  of E m p l o y m e n t  
A l a s k a  1985

L e g e n d  
I I Y e a r s
E 3  7-12 Mo  10.5/5 

4-6 Mo 1 1 .7% 
2-3 Mo 15.6%
1 Mo 1 6 .3%

4-5 11-25 36 +
2-3 6-10 26-35 U n k n o w n

D u r a t i o n  o f  E m p l o y m e n t  - YEARS

after on ly a short duration on that job. 
Table B-15 contains duration o f em ­
p loym ent data on injured workers by 
m a jo r industry.

F i g u r e  1-27 
T i m e  L o s s  I n j u r i e s  P e r c e n t  D i s t r i b u t i o n  

b y  S h i f t  H o u r  A c c i d e n t  O c c u r r e d  
A l a s k a  19 84

3  4 s  s
H o u r  o l  S h i l l

B -  B efore scheduled stort tim e. F igures based on  8.221 coses.

Shift Hour Accident 
Occurred

The shift hour in which an accidents 
occurs is computed from  the elapsed 
time between the scheduled start o f 
the work day and the recorded time 
o f the accident. A distribution o f 
cases from  the last year fo r which 
these data were available (1 9 84 ) is 
presented in Figure 2-14. A lm ost 
identical patterns are seen in the d is­
tributions for 1980 to 1984. Less than

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 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
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-ha lf o f  the accidents happened 
during the first ha lf o f the day. Most 
o f the accidents that occurred during 
the second ha lf o f the day occurred 
afte r the seventh shift hour. A small 
portion o f the cases involved acci­
dents which happened prior to the 
scheduled start o f the shift, indicat­
ing that in some cases the individual 
began working prior to the usual time 
that day. Fatigue appears to play a

significant ro le  in the occurrence of 
time loss accidents. A historical sum­
mary o f  the portion  o f  cases a fte r the 
eighth hour o f w ork is given in Table 
1-18. For industties which charac­
teristically have long working hours, 
the percentage o f accidents occurring 
after eight work hours is greater than 
the average.



ALASKA DEPARTMENT OF LABOR 
Office of the Commissioner 

BRIEFING PAPER - OVERTIME APPLICATION P.O. 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:

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

(2) 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;

(3) 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 in the aggregate in a calendar year during the mining 
season, as the season is defined by the commissioner;

(4) an employee engaged in agriculture;

(5) 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;

(3) 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;

(9) 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 is 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 •'ssued a certificate- approving the plan 
which states the work is 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:

(1) 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;

(2) 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;

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

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

(5) 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;

(6) an individual employed solely as a watchman or caretaker of a plant
or property that is not in productive use for a period of four months or more;



(9) an individual employed in a bona fide executive, administrative or 
professional capacity or in the capacity of an outside salesman or a salesman 
who is 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 in 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 residence at 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 if 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:

(1) "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;

(C) who performs his work under only general supervision;

(D) who is paid on a salary or fee basis;

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

(F) 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" as used 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), (4) and (5) Not shown inasmuch as they are not applicable to 
determining overtime eligibility.



(6) "domestic service in or about a private home" as used in AS 
23.10.055(4), means a person employed in or about a private home of a person
by whom he is employed and who performs such services or activities as a
babysitter, a cook, a butler, a valet, a maid, a housekeeper, a governess, a 
janitor, a laundress, a caretaker, a handyman, a gardener, a footman, a groom, 
or a chauffeur of automobiles for family use;

(7) "executive employee" means an employee

(A) whose primary duty consists of the management of the
enterprise in which 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;

(C) 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;

(D) who customarily and regularly exercises discretionary
authority;

(E) 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

(F) who is compensated on a salary basis;

(8) "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

(C) 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;

(9) "professional employee" means an employee, except for the 
classifications of registered nurse and licensed practical nurse

(A) whose primary duty is

(i) to perform work requiring knowledge of an advanced type 
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 in the 
performance of routine mental, manual, or physical processes, or



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

(iii) to teach, t*itor, instruct, or lecture in the activity
of imparting knowledge, and who is employed and engaged in this activity as a
teacher certified or recognized as such in a school or other educational
establishment or institution; and

(B) whose work
«

(i) requires the consistent exercise of discretion and 
judgment : Sts performance,

(ii) is predominately intellectual and varied in character 
(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) is 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

(C) 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;

If 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, in 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 paid on a salary basis. The other 204 were 
paid on an hourly rate, piece rate, commission or other basis.

0183s
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H o n o r a b l e  D a v e  D o n l e y ,  C h a i r m a n  
H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e  
S t a t e  C a p i t o l  B u i l d i n g  
P. 0. B e x  V  ( M a i l  S t o p  3100) 
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  D o n l e y :

W e  w r i t e  o n  b e h a l f  o f  s e v e r a l  r e g i o n a l  n a t i v e  n o n - p r o f i t  
a s s o c i a t i o n s  t o  s u g g e s t  o n e  o f  t w o  a m e n d m e n t s  t o  t h e  A l a s k a  W a g e  
n d  H o u r  A c t .  W e  r e q u e s t  t h a t  o n e  o f  t h e s e  a m e n d m e n t s  b e  i n­

c l u d e d  i n  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  s u b s t i t u t e  f o r  
H . B .  436.

W e  a r e  g e n e r a l  c o u n s e l  f o r  t h e  Y u k o n - K u s k o k w i m  H e a l t h  
C o r p o r a t i o n ,  t h e  A l e u t i a n / P r i b i l o f  I s l a n d s  A s s o c i a t i o n ,  a n d  
s e v e r a l  o t h e r  s i m i l a r  n a t i v e  n o n - p r o f i t  r e g i o n a l  a s s o c i a t i o n s  in 
A l a s k a .  T h e s e  a s s o c i a t i o n s  a r e  u n i q u e  i n  t h a t  t h e y  a d m i n i s t e r  a 
v e r y  s p e c i a l  c a t e g o r y  o f  f e d e r a l  c o n t r a c t  i n  A l a s k a  c a l l e d  a 
" P u b l i c  L a w  9 3 - 6 3 8 "  c o n t r a c t  (or s i m p l y  a " 6 3 8 "  c o n t r a c t ) . 
P u b l i c  L a w  9 3 - 6 3 8  is c o d i f i e d  a t  25 U . S . C .  4 5 0  iet s e a . . a n d  is 
c o m m o n l y  k n o w n  a s  t h e  I n d i a n  S e l f - D e t e r m i n a t i o n  a n d  E d u c a t i o n  
A s s i s t a n c e  A c t  o f  1 9 7 5 .  T h e  s t a t u t e  a u t h o r i z e s  c e r t a i n  e n t i t i e s  
t o  u n d e r t a k e  u n i q u e  c o n t r a c t s  w i t h  t h e  U. S. I n d i a n  H e a l t h  
S e r v i c e  a n d  t h e  B u r e a u  o f  I n d i a n  A f f a i r s  o f  t h e  U. S. D e p a r t m e n t  
o f  t h e  I n t e r i o r .  U n d e r  t h e s e  c o n t r a c t s  —  w h i c h  a r e  n e i t h e r  
o r d i n a r y  p r o c u r e m e n t - t y p e  c o n t r a c t s  n o r  g o v e r n m e n t  g r a n t  p r o g r a m s  
—  t h e  F e d e r a l  G o v e r n m e n t  w i l l  t u r n  o v e r  t h e  o p e r a t i o n  o f  c e r t a i n  
f e d e r a l  h e a l t h  a n d  s o c i a l  s e r v i c e  p r o g r a m s  b e n e f i t i n g  A l a s k a  
N a t i v e s  t o  a N a t i v e - c o n t r o l l e d  c o n t r a c t i n g  p a r t y .  F o r  i n s t a n c e ,  
t h e  Y u k o n - K u s k o k w i m  H e a l t h  C o r p o r a t i o n  a n n u a l l y  o p e r a t e s  a p p r o x­
i m a t e l y  $8 m i l l i o n  in I n d i a n  H e a l t h  S e r v i c e  p r o g r a m s  u n d e r  i t s  
P u b l i c  L a w  9 3 - 6 3 8  c o n t r a c t .  (The i d e a  b e h i n d  t h e  f e d e r a l  l a w  is

Re: P r o p o s e d  a m e n d m e n t s  t o  t h e  A l a s k a
W a g e  a n d  H o u r  A c t ,  H . B .  4 3 6  
( O u r  f i l e  9 0 1 . 2 2 )



t o  e n c o u r a g e  A l a s k a  N a t i v e  o r g a n i z a t i o n s  t o  t h e m s e l v e s  a d m i n i s t e r  
p r o g r a m s  b e n e f i t i n g  t h e i r  o w n  p e o p l e . )  U n d e r  t h i s  u n i q u e  t y p e  o f  
f e d e r a l  c o n t r a c t i n g ,  t h e  r e g i o n a l  N a t i v e  a s s o c i a t i o n  a c t u a l l y  
s t a n d s  i n  t h e  s h o e s  o f  t h e  F e d e r a l  G o v e r n m e n t .

I n  t h e  a r e a  o f  w a g e  a n d  h o u r  m a t t e r s ,  t h e s e  6 3 8  c o n t r a c t o r s  
a r e  g o v e r n e d  b y  t h e  f e d e r a l  w a g e  a n d  h o u r s  l a w s .  I n  a d d i t i o n ,  
t h e i r  c o n t r a c t s  t y p i c a l l y  c o n t a i n  r e s t r i c t i o n s  o n  t h e  e x t e n t  t o  
w h i c h  t h e  6 3 8  c o n t r a c t o r  m a y  i n c u r  l i a b i l i t y  f o r  e x p e n s e s  s u c h  a s  
o v e r t i m e  w a g e s .  T h e s e  r e s t r i c t i o n s  m a y  c o n f l i c t  w i t h  s t a t e  
o v e r t i m e  l a w s .

G i v e n  t h e  u n i q u e  n a t u r e  o f  t h e  r e l a t i o n s h i p  b e t w e e n  t h e s e  
N a t i v e  e n t i t i e s  a n d  t h e  U n i t e d  S t a t e s  G o v e r n m e n t ,  a n d  g i v e n  t h e  
f a c t  t h a t  f e d e r a l  w a g e  a n d  h o u r  l a w s  g o v e r n  t h e i r  a c t i v i t i e s ,  o n e  
m i g h t  e x p e c t  t h a t  t h e y  w o u l d  b e  e x e m p t  f r o m  t h e  A l a s k a  W a g e  a n d  
H o u r  A c t  b y  v i r t u e  o f  t h e  A c t ' s  e x e m p t i o n  i n  A . S .  2 3 . 1 0 . 0 5 5 ( 5 ) .  
H o w e v e r ,  i t  a p p e a r s  t h a t  t h i s  e x e m p t i o n  d o e s  n o t ,  i n  f a c t ,  r e a c h  
6 3 8  c o n t r a c t o r s .  W e  b e l i e v e  t h a t  t h e s e  u n i q u e  f e d e r a l  c o n ­
t r a c t o r s  s h o u l d  n o t  b e  s u b j e c t  t o  t h e  p o t e n t i a l l y  c o n f l i c t i n g  a n d  
i n c o n s i s t e n t  a p p l i c a t i o n  o f  l a w s  b y  t w o  s o v e r e i g n s  —  t h e  U n i t e d  
S t a t e s  a n d  t h e  S t a t e  o f  A l a s k a .  A c c o r d i n g l y ,  o u r  f i r s t  s u g ­
g e s t i o n  is t h a t  H . B .  4 3 6  b e  a m e n d e d  t o  a d d  t h e  f o l l o w i n g  l a n g u a g e  
t o  A . S .  2 3 . 1 0 . 0 5 5 ( 5 ) :

" o r  a n  o r g a n i z a t i o n  a d m i n i s t e r i n g  a f e d e r a l  c o n t r a c t  
p u r s u a n t  t o  2 5  U . S . C .  4 5 0  e t  s e q .11

2. P r o p o s e d  A m e n d m e n t  t o  A . S .  2 3 . 1 0 . 0 6 0

O u r  s e c o n d  s u g g e s t e d  c h a n g e  t o  t h e  A l a s k a  W a g e  a n d  H o u r  A c t  
i s  i n  t h e  n a t u r e  o f  a l e s s e r  a l t e r n a t i v e  t o  o u r  f i r s t  s u g g e s t i o n .  
T h e  a r e a  o f  g r e a t e s t  c o n c e r n  r e g a r d i n g  t h e  a p p l i c a t i o n  o f  
A l a s k a ' s  W a g e  a n d  H o u r  A c t  t o  6 3 8  c o n t r a c t o r s  h a s  b e e n  i n  t h e  
a r e a  o f  o v e r t i m e  w a g e s .  S e c t i o n  60 o f  t h e  o v e r t i m e  l a w  c o n t a i n s  
a n u m b e r  o f  e x e m p t i o n s  d e s i g n e d  t o  r e f l e c t  a v a r i e t y  o f  p u b l i c  
p o l i c y  d e c i s i o n s .  S o m e  o f  t h e  e x e m p t i o n s  a r e  n o t  e a s i l y  a p p l i e d  
t o  t h e  r u r a l  c o n t e x t  a n d  a p p a r e n t l y  w e r e  n o t  d r a f t e d  w i t h  t h e  
r e a l i t i e s  o f  r u r a l  A l a s k a  i n  m i n d .

S p e c i f i c a l l y ,  t h e  e x e m p t i o n  f o r  e m p l o y e e s  o f  a " h o s p i t a l "  is 
n o t  r e f l e c t i v e  o f  t h e  f a c t  t h a t  i n  m o s t  o f  r u r a l  A l a s k a  h e a l t h  
c a r e  s e r v i c e s  a r e  n o t  p r o v i d e d  t h r o u g h  a f a c i l i t y  t h a t  w o u l d  b e  
c o n s i d e r e d  a h o s p i t a l .  U n d e r s t a n d a b l y ,  t h e  W a g e  a n d  H o u r  
D i v i s i o n  s e e k s  a n  a g g r e s s i v e ,  n a r r o w  i n t e r p r e t a t i o n  o f  t h e s e  
e x e m p t i o n s  t o  c a r r y  o u t  i t s  m i s s i o n  o f  p r o t e c t i n g  t h e  e m p l o y e e ' s  
r i g h t  t o  o v e r t i m e  w a g e s .  I n  a r e c e n t  i n s t a n c e  t h i s  l e d  t o  a 
s o m e w h a t  p e c u l i a r  r e s u l t  i n  c o n n e c t i o n  w i t h  t h e  Y u k o n - K u s k o k w i m  
H e a l t h  C o r p o r a t i o n  ( Y K H C ) . I n  B e t h e l ,  Y K H C  a d m i n i s t e r s  t h e  U. S.

H o n o r a b l e  D a v e  D o n l e y
F e b r u a r y  16, 1 9 8 8
P a g e  2



I n d i a n  H e a l t h  S e r v i c e  D e n t a l  P r o g r a m  (as w e l l  a s  a n u m b e r  o f  
o t h e r  I H S  p r o g r a m s ) . T h e s e  p r o g r a m s  a r e  a d m i n i s t e r e d  o u t  o f  t h e  
I H S - o p e r a t e d  B e t h e l  H o s p i t a l ,  j u s t  a s  t h e y  w o u l d  b e  w e r e  t h e  
I n d i a n  H e a l t h  S e r v i c e  o p e r a t i n g  t h e s e  p r o g r a m s .  Y K H C  d o e s  n o t  
a c t u a l l y  a d m i n i s t e r  t h e  e n t i r e  h o s p i t a l ,  o n l y  s e v e r a l  o f  t h e  
p r o g r a m s  i n  t h e  h o s p i t a l .  (In t h e  c o u r s e  o f  t h e  n e x t  t w o  y e a r s  
Y K H C  w i l l  a c t u a l l y  t a k e  o v e r  a d m i n i s t r a t i o n  o f  t h e  h o s p i t a l  f r o m  
t h e  I n d i a n  H e a l t h  S e r v i c e  a s  p a r t  o f  a n  e x p a n s i o n  o f  i t s  6 3 8  
c o n t r a c t . )  I n  a r e c e n t  d e c i s i o n ,  t h e  W a g e  a n d  H o u r  A d m i n i s t r a ­
t i o n  c o n c l u d e d  t h a t  a n  e m p l o y e e  i n  t h e  d e n t a l  d e p a r t m e n t  w a s  n o t  
a n  e m p l o y e e  o f  a " h o s p i t a l "  (and t h e r e f o r e  n o t  e x e m p t  u n d e r  
S e c t i o n  60) b e c a u s e  Y K H C  d o e s  n o t  a t  p r e s e n t  a d m i n i s t e r  t h e  
e n t i r e  h o s p i t a l .  W e  b e l i e v e  t h i s  h y p e r t e c h n i c a l ,  n a r r o w  r e a d i n g  
o f  t h e  e x e m p t i o n  is n o t  c o n s i s t e n t  w i t h  t h e  L e g i s l a t u r e ' s  i n t e n t  
i n  t h i s  S e c t i o n .

I n s t i t u t i o n a l  m e d i c a l  c a r e  p r o v i d e r s  g e n e r a l l y  w o r k  o u t  o f  
h o s p i t a l s  i n  m e t r o p o l i t a n  r e g i o n s  o f  t h e  S t a t e ,  a n d  e v e n  i n  m a n y  
o f  t h e  s u b - r e g i o n a l  h u b s .  B u t  i n  t h e  b a l a n c e  o f  A l a s k a  —  i n  
b u s h  A l a s k a  —  i n s t i t u t i o n a l  h e a l t h  c a r e  p r o v i d e r s  l i k e  Y K H C  
e m p l o y  a d e c e n t r a l i z e d  m e c h a n i s m  t o  r e a c h  v i l l a g e  r e s i d e n t s .  W e  
b e l i e v e  t h e  " h o s p i t a l "  e x e m p t i o n  u n f a i r l y  ( t h o u g h  u n i n t e n t i o n ­
al l y )  d i s c r i m i n a t e s  a g a i n s t  r u r a l  h e a l t h  c a r e  p r o v i d e r s  b y  
r e s t r i c t i n g  t h e  c o v e r a g e  o f  t h e  e x e m p t i o n  s t r i c t l y  t o  t h e  m a j o r  
m e t r o p o l i t a n  a r e a s  o f  t h e  S t a t e .  T h e  c o n s e q u e n c e  i s  t h a t  t h e  
c o n s i d e r a b l y  h i g h e r  e x p e n s e  o f  p r o v i d i n g  m e d i c a l  s e r v i c e s  i n  b u s h  
A l a s k a  is c o m p o u n d e d  b y  t h e  a p p a r e n t  l a c k  o f  a n  e x e m p t i o n  f r o m  
t h e  o v e r t i m e  l a w s .  A n d  t o o ,  a s  n o t e d  e a r l i e r ,  t h i s  i n  t u r n  l e a d s  
t o  c o n f l i c t s  w i t h  t h e  f e d e r a l  w a g e  a n d  h o u r  l a w s .

W e  b e l i e v e  t h a t  o u r  f i r s t  s u g g e s t e d  a m e n d m e n t  w i l l  t a k e  c a r e  
o f  t h i s  p r o b l e m .  H o w e v e r ,  i n  t h e  e v e n t  a n a r r o w e r ,  " s u r g i c a l "  
a p p r o a c h  i s  d e s i r e a b l e ,  w e  p r o p o s e  t h e  f o l l o w i n g  n e w  s u b s e c t i o n  
t o  A . S .  2 3 . 1 0 . 0 6 0 :

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

T h i s  n e w  e x e m p t i o n  w e  b e l i e v e  w o u l d  m o r e  f a i r l y  r e f l e c t  t h e  
m a n n e r  i n  w h i c h  h e a l t h  c a r e  s e r v i c e s  a r e  d e l i v e r e d  i n  b u s h  
A l a s k a ,  a n d  is f u l l y  c o n s i s t e n t  w i t h  t h e  A l a s k a  L e g i s l a t u r e ' s  
p u b l i c  p o l i c y  a s  e m b o d i e d  i n  t h e  c u r r e n t  e x e m p t i o n s .

N e i t h e r  o f  t h e s e  a m e n d m e n t s  s h o u l d  b e  c o n t r o v e r s i a l .  I f  t h e  
F e d e r a l  G o v e r n m e n t  i s  i m m u n e  f r o m  t h e  A l a s k a  W a g e  a n d  H o u r  L a w s ,

H o n o r a b l e  D a v e  D o n l e y
F e b r u a r y  16, 1 9 8 8
P a g e  3



a s p e c i a l  6 3 8  c o n t r a c t o r  w h o  i s  r e q u i r e d  t o  s t a n d  i n  t h e  s h o e s  o f  
t h e  F e d e r a l  G o v e r n m e n t  s h o u l d  n o t  b e  s u b j e c t  t o  t h o s e  l a w s ,  
e s p e c i a l l y  w h e n  t h e  c o n t r a c t o r  is s u b j e c t  t o  t h e  f e d e r a l  w a g e  a n d  
h o u r  l a w s .  N o r  s h o u l d  t h e  e x e m p t i o n s  f r o m  t h e  o v e r t i m e
p r o v i s i o n s  o f  t h e  A c t  r e f l e c t  b i a s e s  i n  t h e  m a n n e r  i n  w h i c h  
h e a l t h  c a r e  s e r v i c e s  a r e  p r o v i d e d  a r o u n d  t h e  S t a t e .  W e  h a v e  
t r i e d  i n  o u r  p r o p o s a l  t o  s u g g e s t  n a r r o w  l a n g u a g e  t o  m e e t  t h e s e  
g o a l s .  O f  c o u r s e ,  w e  w o u l d  b e  m o s t  p l e a s e d  t o  w o r k  w i t h  t h e
C o m m i t t e e  t o  r e f i n e  t h i s  l a n g u a g e  f u r t h e r  c o n s i s t e n t  w i t h  t h e
o v e r a l l  f r a m e w o r k  o f  t h e  A l a s k a  W a g e  a n d  H o u r  A c t .

P l e a s e  d o  n o t  h e s i t a t e  t o  c a l l  u p o n  u s  i f  y o u  h a v e  a n y
q u e s t i o n s  r e g a r d i n g  o u r  p r o p o s a l s .

S i n c e r e l y ,

L l o y d  B. M i l l e r

L B M / k g
cc: A l l  C o m m i t t e e  M e m b e r s

G i n g e r  B a i n e  
D o n l e y . A W H A

H o n o r a b l e  D a v e  D o n l e y
F e b r u a r y  16, 1 9 8 8
P a g e  4
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DEAR DAVE,

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

This has been kind of a thorn in 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. I realize these are good jobs and the pay is 
good but in trie years I have been out here I have seen the 
benefits eroding and work increasing due to a reduction in 
personnel. Therefore, I 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 lobby 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, if 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 I stated the 
person who replaces me,on my off week, will get the same pa, 
for that pay period that I get and they would be at home for
the holiday. You can’t pyramid overtime is their explanation.

Thank you for your efforts in this matter and keep up
the good work. I am not a voter in your district but I 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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OFFICE: (907) 561-222!
907 E. DOWLING ROAD 
SUITE #13
MAILING: P.O. BOX 230288 
ANCHORAGE, ALASKA 99523-0288

A rm ored  Car S er v ic e 
Uniformed Security Officer S ervic e 

In sured  - Bonded  - L icen sed

F e b r u a r y  12, 1 9 8 8

R e p r e s e n t a t i v e  D a v e  D o n l e y  
C h a i r m a n
L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
H o u s e  o f  R e p r s e n t a t i v e s  

P. 0. B o x  V  
J u n e a u ,  A l a s k a  9 9 8 1 1

RE: H o u s e  B i l l  N u m b e r  4 3 6

D e a r  R e p r e s e n t a t i v e  D o n l e y :

I ' m  s u r e  t h e r e  w a s  p r o b a b l y  s o m e  g o o d  p u r p o s e  b e h i n d  t h e  
i n t r o d u c t i o n  o f  H B  436, a l t h o u g h ,  I a m  n o t  a b l e  t o  d i s c e r n  

w h a t  i t  m a y  be.

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

j o b s  in A l a s k a .

A s  I a m  s u r e  y o u  k n o w ,  m o s t  a l l  o f  t h e  j o b s  r e l a t i n g  t o  
e m p l o y m e n t  o n  t h e  N o r t h  S l o p e ,  A l e y e s k a  P i p e l i n e  a n d  r e m o t e  
w o r k  s i t e s ,  a r e  r o t a t i n g  t w e l v e  h o u r  s h i f t s ,  s e v e n  d a y s  a 
w e e k .  T h e y  a r e  t w o  w e e k s  on, w i t h  c o r r e s p o n d i n g  r e l i e f  
t i m e  o f  t w o  w e e k s  of f .  U n d e r  t h i s  s y s t e m  c u r r e n t  e m p l o y e e s  
a r e  p a i d  f o r t y  h o u r s  s t r a i g h t  t i m e ,  a n d  f o r t y - f o u r  h o u r s  at  
t i m e  a n d  o n e  h a l f .  A d d i t i o n a l l y  t h e y  a r e  t r a n s p o r t e d  to 
a n d  f r o m  t h e  job, a n d  t h e y  a r e  f u r n i s h e d  f r e e  r o o m  a n d  

b o a r d .

If t h i s  b i l l  is p a s s e d ;  t h e r e  w i l l  b e  f o r t y  h o u r s  o f  
s t r a i g h t  t i m e ,  t w e n t y  h o u r s  o f  o n e  a n d  a h a l f  t i m e s ,  a n d  
t w e n t y - f o u r  h o u r s  a t  d o u b l e  t i m e .  It d o e s  n o t  t a k e  l o n g  t o  
c a l c u l a t e  t h e  i m p a c t  t h i s  w o u l d  h a v e  o n  l a b o r  c o s t s .  
P r e s e n t l y  t h e  p a y  is t h e  s a m e  as o n e  h u n d r e d  a n d  s i x  h o u r s  
s t r a i g h t  t i m e  p e r  w e e k .  T h e  n e w  b i l l  w o u l d  e q u a t e  t o  o n e  
h u n d r e d  a n d  e i g h t e e n  h o u r s .  T h i s  c a u s e s  a n  i n c r e a s e  o f  
o v e r  a n  e l e v e n  p e r c e n t  r a i s e  in d i r e c t  w a g e  c o s t s .

/ X>



T h e  n e t  e f f e c t  o f  t h i s  B i l l ,  t o  m e ,  a n d  o t h e r  e m p l o y e r s ,  

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

I h a v e  b e e n  i n  t h e  p r o c e s s  f o r  s e v e r a l  m o n t h s  o f  

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

I s e e  t h i s  as h a v i n g  a n e g a t i v e  i m p a c t  o n  t h e  A l a s k a  w o r k  
f o r c e ;  a n d  i t  w i l l  r e s u l t  i n  a f u r t h e r  i n c r e a s e  o f  
u n e m p l o y m e n t .  T h i s  is c e r t a i n l y  t h e  w r o n g  t h i n g  a t  t h e  
w r o n g  t i m e  f o r  A l a s k a ' s  e c o n o m y .

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

S i n c e r e l y ,

R i c h a r d  L. B u r t o n  
P r e s i d e n t

R L B d r b

c c  C o m m i t t e e  M e m b e r s
H o u s e  J u d i c i a r y  C o m m i t t e e  
C h a m b e r  L e g i s l a t i v e  C o m m i t t e e



POUCH Y STAIE CAPlTOl 
JUNEAU ALASKA 99811 

907 465-3800

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  February 3, 1988

SUBJECT:

TO:

FROM:

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 is 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

Laws concerning payment of overtime wages 
(Work Order No. 5-1626)

Representative Dave Donley 
Chairman
House Labor and Commerce Committee

Teresa B. C r a m e r v J ^ X ^
Legislative Counsel



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 overtime.

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 e m­
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, in later paragraphs, for 
employees of public agencies and certain agricultural e m­
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 A.A.C. 15.100 - 15.102 is 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 is 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 in 
29 U.S.C. 207, with exceptions to the Fair Labor Standards



R e p r e s e n t a t i v e  D a v e  D o n l e y
P a g e  3
F e b r u a r y  3, 1 9 8 8

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 'argaining 
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 is 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 I may be of further assistance, please advise.

Attachment 
TBC:bb 
wkb2/038



Register 95, October 1985 LABOR 8 AAC 15.050
8 AAC 15.100

8 A A C  15.050. DEDUCTIONS F R O M  AN 
E M P L O Y E E ’S WAGES. Repealed. (12/9/78, 
Reg. 68)

8 A A C  15.060. PLACE O F E M P L O Y M E N T  
F O R  PURPOSES O F  R E C O R D  KEEPING.
Repealed. (12/9/78, Reg. 68)

8 A A C  15.070. DEFINITIONS OF 
MISCELLANEOUS T E R M S  USED IN AS 
23.10.050 - 23.10.150. Repealed. (12/9/78, 
Reg. 68)

ARTICLE 2.
MINIMUM W A G E S  A N D  OV ERTIME

Section
100. Payment for overtime
102. Voluntary flexible work hour plans
105. Minimum w a g e _______________

8 A A C  15.100. P A Y M E N T  F O R  OVERTIME.
(a) An employee’s regular rate is the basis for 
computing overtime. The regula. rate is an 
hourly rate figured on a weekly basis. 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 basis 
/ agreeable to the employer and employee. 
I However, the applicable compensation basis 
I must be converted to an hourly rate when 
I determining the regular rate for computing 

overtime compensation. The following provi­
sions apply i >r an employee paid on a salary 
basis:

(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 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.

(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 
40-hour workweek, and overtime will be com­
puted on that basis.

(b) 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:

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

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

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

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

(c) When computing an employee’s hours for 
the purpose of determining overtime, the 
employer shall count all hours the employee 
worked during that week including periods of 
“on call” and “standby or waiting time” 
required for the convenience of the employer 
which were a necessary part of the employee’s 
performance of his employment. However, if the 
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.

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

(1) 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);

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

(3) flex-time or flexitime plans established 
under 29 C.F.R. 778.114 providing a fixed 
salary for fluctuating hours up to 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 23.10.085

AS 23.10.060 AS 23.10.095

8-10.2
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Register 95. October 1985 LABOR 8 A A C  15.190 
8 A A C  15.105

Editor’s Note: Copies o f the federal regulations cited in 8 AAC 
15.100(b) may be obtained from the office o f the department's 
statewide wage and hour supervisor in Anchorage.

8 A A C  15.102. V O L U N T A R Y  FLEXIBLE 
W O R K  H O U R  PLANS, (a) 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 in writing, and must include

(1) 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 in a week must be compensated at the 
rate of one and one-half times the regular 
rate of pay;

(2) 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 is 
voluntary; and

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

(b) 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 five 
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’s 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.

(c) 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

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

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

(e) An employee may choose to participate in 
an approved voluntary flexible work hour plan 
at initial 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, voids that em­
ployee’s participation. An employee who is 
rehired by the employer must again choose to 
participate in the voluntary flexible work hour 
plan in order to be included in 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 A A C  15.105. MINIMUM WAGE, (a) As used 
in AS 23.10.065. “prevailing Federal Min,mum 
Wage Law” means that rate established in Sec. 
6(a)(1) of the Fair Labor Standards Act of 
1938, as amended, (29 U.S.C. Sec. 206 (a)(1)) 
as the minimum wage generally applicable to 
employees subject to that Act.

(b) 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 23.10.085

AS 23.10.065 AS 23.10.095

Editor's Note: Copies o f the federal statute and regulations 
cited in 8 AAC 15.105 may be obtained from the office o f the 
department’s statewide wage and hour supervisor in Anchorage.
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Library References 
„  Labor Relations <3=1081.
,/CJ.S. Labor Relations § 1018.
tjf.r- Selected Court Decisions
«Under the Equal Pay Act [this section], courts and 
tdministrative agencies are not permitted to substitute 
their judgment for the judgment of an employer who has 
eatablished and employed a bona fide job-rating system, 
»o long as it does not discriminate on the basis o f sex. 
Washington County v. Ounther, Or.1981, 101 S.Ct. 2242, 
« 2  U.S. 161, 68 L.Ed.2d 751.
'* Employees cou'd bring action in federal district court, 
alleging violation of minimum wage provisions of Fair

Labor Standards Act [this section], after having unsuc­
cessfully submitted wage claim based on same underlying 
facts to joint grievance committee pursuant to provisions 
o f their union’s collective-bargaining agreement Barren- 
tine v. Arkansas-Best Freight System, Inc., Ark.1981,101 
S.Ct 1437, 450 U.S. 728, 67 LEd.2d 641.

The wage and hour provisions o f the Fair Labor Stan­
dards Act [this chapter] compelling the payment of a 
miiunum .standard wage with a prescribed increased 
wage for overtime do not deny "due process o f law" in 
violation of the Fifth Amendment, nor are they objection­
able because applied alike to both men and women. U.S. 
v. Darby Lumber Co., Ga.1941, 61 S.Ct 451, 312 U.S. 100, 
657, 85 LEd. 609.

Although neither the wage, the hour nor the overtime 
provisions of the Fair labo r Standards Act [this chapter] 
specifically provides fo r any other method o f paying 
wages except by hourly rate, pay by the week, to be 
reduced by some method o f computation to hourly rates, 
was also covered by the Act Overnight Motor Transp. 
Co. v. Missel, Md.1942, 62 S.Ct 1216, 316 U.S. 572, 86 
LEd. 1682, rehearing denied 63 S.Ct 76, 317 U.S. 706, 87 
LEd. 563.

§ 207. Maximum hours

(a ) Employees engaged in interstate commerce; addi­
tional applicability to employees pursuant to sub­
sequent amendatory provisions

(1) Except as otherwise provided in this section, 
no employer shall employ any o f his employees who 
in any workweek is engaged in commerce or in the 
production o f goods for commerce, or is employed 
in an enterprise engaged in commerce or in the 
production o f goods fo r commerce, fo r a workweek 
longer than forty hours unless such employee re­
ceives compensation fo r his employment in excess 
o f the hours above specified at a rate not less than 
one and one-half times the regular rate at which he 
is employed.

(2) No employer shall employ any o f his employ­
ees who in any workweek is engaged in commerce 
or in the production o f goods fo r commerce, or is 
employed in an enterprise engaged in commerce or 
in the production o f goods fo r commerce, and who 
in such workweek is brought within the purview of 
this subsection by the amendments made to this 
chapter by the Fair Labor Standards Amendments 
o f 1966

(A) fo r a workweek longer than forty-four 
hours during the first year from the effective 
date o f the Fair Labor Standards Amendments of 
1966,2

(B) fo r a workweek longer than forty-two 
hours during the second year from such date, or

(C) for a workweek longer than forty hours 
after the expiration o f the second year from such 
date,

Complete Annotation Materials, seo Tine 29, U.S.C.A.
77
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