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SB 61

This bill deals with the return to work of those State employees who have been
injured on the job and were terminated from their positions after that injury.

Passage of the bill will benefit the State in terms of the depth of training
and experience the worker who was injured on the job will bring back to the
workforce.

The bill makes the obligations of both the employer and the employee clear and
it has built in safeguards which ensure that a State"s expert in the field
will determine the employee®s readiness to return to work. This will ensure
that the matter is dealt with in a consistent manner.

There is no fiscal impact on the Division of Personnel. Any extra work that
may be involved can be absorbed into normal workflow.

The Division of Personnel supports the intent of this legislation.

'O t*rUc ( A 2 - ifxi/Zyy
Diana DeSimone, Director Date
Division of Personnel

Commis”~rtner Garrey Peska Date
Department of Administration
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_ \ ALASKA STATE LEGISLATURE
# 1 HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

Pouch V. Sijic Capual
Juneau. Alaska 99X11
(907" 465-J991

October 11, 1984
MEMORANDUM
TO: Representative Mike Szymanski

FROM:  Shdrnan Haley LT
Legislative Analyst"-"

RE: <riority Reiiire For OisaDled State Employees
Research Request 35-025

You have asked about instituting a policy of preferential renire for
State employees who are forced to leave their jobs due to work-related
disab4lit’es. Short summaries of rehire policies in Washington, Oregon,
am; 1iaano js .weil as tne U.S. Postal Service a.ii the Municipality j*
Anchorage are provided below. A discussion of policy alternatives for
amending Alaska law along similar lin®s follows.

WASHINGTON

An employee of the State of Washington who becomes disabled cannot be
terminated for at least sixty days. Supervisors have broad discretion
to extend leave without pay to the injured employee and fill the posi—
tion temporarily until the employee is able to resjme his or her duties.
IT the injured employee is out longer than sixty days and is terminated
from his or her position, tne employee 1is eligible to be placed on the
Reduction In Force (RIF) [list for that job class when he or she is
ready to return to work. Persons on the. RIF list have the right of
first hire when vacancies in that job class appear.

If the disabled employee is not able to resume the duties of his or
her former job class and seeks reemployment in an alternate job class,
the employee must go through the normal application and testing proce—
dures to be certified to the register for the alternate job class. Once
certified, the disabled employee 1is entitled to hiring preference

over applicants on the open competitive register. If the alternate
job class constitutes a promotion, the disabled employee has serona
hire priority after those on the RIF list. If che alternate job .Us

is a demotion or lateral transfer, reemployment preference over oren
competitive candidates is at the discretion of the hiring authorisy.
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Under Washington law, a person whose disability keeps them out of work
for more than 120 days is vreferred to a vocational rehabilitation
counselor for evaluation and vocational rehabilitation planning. A
person who is permanently disabled may qualify for the state"s equal
employment opportunity program for the handicapped. Washington State
civil service rules allow handicapped persons to test for any job
class for which they meet the minimum qualifications, whether or not
that register is open for recruitinent. State agencies have the option
of using the list of qualified handicapped workers, in preference to
the regular register when filling vacancies.

Incentive for state agencies (or any employer) to hire workers with
occupational injuries is provided by the Preferred Worker Progam,
which excludes the worker from the computation of workers®™ compensation
premiums for a period of three years. The benefits due the worker in
the event of an injury during the Lhree-yaar period are covered by the
state"s Second Injury Fund.

OREGON

Of trr states contacted, Oregon has the stongest laws for rehiring
injured employees. Oregon civil rights law provides that an injured
employee has the right to reinstatement on demand in his or her former
position, or 1in any other jobt if a position is available and the
worker able to perform the duties of the job. In the state system,
responsibility for rehiring the injured employee falls on each agency.
Oregon statutes also require "reasonable accommodation™ for the special
needs of handicapped workers. In the state personnel system, this may
include some restructuring of tne joo.

1DAHO

Idano personnel rules provide that when an employee 1is absent due to
injury or illness, the job 1is held open for the employee and may not
be declared vacant for at least six months. IT the worker has not
returned to work within six months and is terminated, for an additional
12 months the worker 1is eligible to be placed on the lay-off register
for that agency if the doctor has cleared the employee for return to
work. If the employee is not able to resume the same job duties, the
agency has some discretion to modify work for the employee, but there
iIs no program or policy to further accommodate workers who must change
job classes.



Representative Szymanski
October 11, 1984
Page Three

U.S. POSTAL SERVICE

The 1J.S. Postal Service goes beyond the requirements of federal law to
return injured employees to work. Under federal law, an injured federal
employee who is able to return to work within one year has the right
to return to the same or an equivalent position in the same agency.
IT it taxes longer than a year to return to work, the employee has the
right to priority placement in the same or equivalent position in that
or another federal agency. The returning federal employee is credited
with wage step increases and other benefits based on length of service
for the entire time he or she was out on disability compensation.

A partially or temporarily disabled postal employee 1is on leave status
until the doctor certifies that the employee is able to return to work.
The worker 1is either returned to his or her former job, with some modi—
fication of duties if needed, or transferred to an alternate job. In
planning a placement, the post office considers the risk of reinjury and
the potential compensation costs as well as the skills and abilities
of the worker. Only if this assessment indicates that the worker will
not be returned to federal ;ervice is the employee terminated.

The responsibility for finding or creating a joo falls on the local
postmaster. To encourage the placement of partially disabled workers,
the salary of a partially disabled employee is not paid out of the op—
erating unit"s budget, nor are the hours worked by a partially disabled
worker counted in computing the operating unit"s productivity rating.
Thus the operating units are able to show a higher productivity, for
n.iich they are vrewarded, by utilizing partially disabled workers.

ANCHORAGE

The Municipality of Anchorage has implemented a modified work program
for municipal employees injured on the job. The stated purposes of
the program are to minimize long-term costs to the municipality and to
return the employee to good health and productive employment at the
earliest opportunity.

Under the modified work program, an injured worker who is able to resume
partial duties will be placed in modified work for up to three months
wnile the worker is in transition back to full duties. If rehabilitation
requires a complete change in employment, participation in the modified
work program may exceed three months. The worker is paid his or her
full regular salary during the period of modified work. If the worker®"s
permanent job placement is at a lower salary than his or her old job,
two-thirds of the difference is paid to the employee through the city"s
workers compensation account. Workers whose disability precludes them
from placement in a permanent position receive a worker®s compensation
settlement.
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While providing modified work 1is the responsibility of each municipal
agency, a job placement coordinator for the municipality as a whole
oversees the development of modified jobs and placements. According to
Harry Sjoberg, Risk Manager for the municipality, the city"s experience
with the program has shown significant reductions in compensation claims
and changes in the attitudes of supervisors and injured employees alike.
Prior to institution of the modified work program, the prevailing pat—
tern was that supervisors were not inclined to rehire an employee at
anything less than 100 percent productivity. Employee morale suffered
from prolonged periods off work. Mr. Sjoberg said that now less work
time is lost, supervisors show more concern for the circumstances of
their injured employees, and rehabilitation is quicker.

ALASKA

Under the Alaska personnel rules, leave without pay due to a disability
is at the discretion of the supervisor, but in any case may not exceed
the employees length of service or 24 months, whichever is shorter.
The supervisor may cancel leave without pay upon notice to the
absent emoioyee. rf the emoloyee does not vreport for duty on the
specified date, he or she may be terminated immediately.

A disabled classified employee terminated "in good standing” has rehire
rights for two years from the date of termination. This means that
they will be placed on the transfers and rehires list for that job
class, which agencies may use in preference to the regular register
when seeking applicants to fill vacancies. A few departments such as
Health and Social Services have internal policies requiring agency
heads to use the transfer and rehire list first, but most departments
leave this to the discretion of the supervisor.

Injured State workers who are unable to resume the duties of their
former job have few advantages in seeking other State jobs. They must
go through the same process as anyone else of finding job classes for
which they qualify, waiting for an open recruitment period for that
class, taking applicable tests, getting on the job register, and suc—
cessfully competing with other applicants. If the worker is fortunate

enough to still be on leave and thus retain permanent employee status,

he or she may be eligible for noncompetitive appointment at the discre—
tion of the hiring authority.

State law provides that workers absent from work more than 90 days due
to an on-the-job injury have a right to vocational rehabilitation evalu—
ation. This includes an assessment of skills and abilities, aid in
planning for training and rehabilitation, and job placement assistance.
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IT the worker qualifies as severely handicapped and is a client of the
Division of Vocational Rehabilitation, the worker may be referred to a
State job and hired noncompetitively if the hiring authority chooses.

State workers whose occupational injuries disable them from resuming
their former job duties qualify for a disability pension under the
Public Employees Retirement. System. The pension is terminated in one

year, however, unless therecipient submits evidence that heor she
meets the qualifications for federal Social Security disability income
(SSI1). Federal standardsfor SSI are stringent; the worker must be

unable to hold any gainful employment, not merely his or her former
job.

Policy alternatives to facilitate reemployment of injured State workers
in Alaska, patterned after some of the preferential rehire programs in
other jurisdictions, are listed below:

POLICY OPTIONS
1. Employees could be guaranteed the right to disability leave.

2. Injured workers returning to work could be placed on the lay-off
list, which assures them priority placement within their former
job class.

3. Injured workers unable to resume the duties of their former job
class could be allowed to test for any other job class for which
they meet the minimum qualifications, whether or not recruit—
ment §s open.

4. Hiring preference in alternate job classes for which the worker
qgualifies could be granted by making the worker eligible for
the lay-off, promotion, or transfer and rehire lists. Eligi-
bility for the lay-off list would guarantee the worker Tfirst
priority placement, while the promotion and the transfer and
rehire lists woul 1 give the worker preference only at the
option of the hiring authority.

5. A modified work program could provide injured workers job du-
ties tailored to their capabilities during a period of transi—
tion back to full duties or to a new job.

6. State agencies could be given incentives to rehire disabled
State workers, such as omitting the disabled worker from the
calculation of their worker®s compensation assessment.

7. State employees injured in the course of their employment could
be guaranteed State jobs when doctors certify that the employees
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are able to return to work. The employeee would be reemployed
in their original job <class if they were able to perform the
duties, in an alternate job class for which they qualify, in
an alternate job class for which they may be retrained, or in
a modified job tailored to their individual capabilities.

8. The injured worker could also be extended the right to receive
pay no less than tha pay he or she received prior to injury,
regardless of the final job placement.

These policy changes could be effected by amending AS 39.25.150 to
direct the Department of Administration to provide for these policies
in the personnel rules. Alternatively, reemployment could be mandated
for all employers in the state under theworkers® compensation 0 civil
rights laws. Copies of tne Oregon lawand the Postal Service policy
manual, both of which are regarded by vocational rehabilitation profes—
sionals as model policies, are attached.

Because the State is a self-insurer and is liable for workers®™ compensa—
tionbenefits as well as for the disability pension payments, it may
be ‘nthe State's i'na,-::al :nterests as well as the interests jf the

injured worxer to implement a preferential rehire policy and return
the worker to a job as quickly as possible. Approximately 1,200 injured
State employees file worker"s compensation claims per Ye€al, of which
about 200 to 250 include a claim for wage loss due to being out of work
more than three days. Compensation 1is also paid for loss of earning
capacity if the injured worker®s prospective employment pays less than
his or her former job. Compensation for wage loss 1is generally calcu—
lated at two-thirds of the lost wages, but because workers®™ compensation
is tax exempt, the take home compensation 1is worth more than two-thirds

of net wages lost.

I am still expecting some additional information from other states to
come 1in the mail. If upon reviewing the material 1 find that it pro—
vides any significant information on this issue that | have not ade—
quately covered here, | will forward it on to you with a supplemental
memo. Meanwhile, 1 hope that this memorandum provides you with the
information that you need.

If you have any futher questions please call me.

SH



Services Division. Washington. DC 20415. Th: notihca-
(ion must include the individual's name, social security
number, date ot birth. Civil Service Annuity claim number
(CSA-Civil Service Account), date of reemployment.
Form 2485. Certificate of Medirjl Examination and
whether retirement deductions will be made from the salary
for the position tc which rcemployt.d.

Relocation Considerations

.61 Scope. In some cases, former employees re-
ceiving OWCP compensation may have relocated to
other ?eographlp areas. Every clTort must be made to
reemploy these individuals within their current area of
residence by treating them as if they had been employed at
that office at the time of injury. Any offer to reemploy in a
dilTercni location will be considered only after all reason-
able attempts have been made to rehire within the area of
the former employee's present domicile.

.62 Expense. Any relocation and travel expenses
will be the responsibility of the former employee. How-
ever. under certain mitigating circumstances the
SAPMG for E&LR, or the SAPMG's designee, m.aK
authorize relocation and travel expenses consistent wit
the provisions of Handbook M-9, Travel

546.7  aemployment Procedures
71 Offer of Appointment

711 Evaluation. Upon receipt and evaluation of
the OWCP referral containinﬂ documented medical
limitations, and evaluation of the medical officer's rec-
ommendations. the appointing official will determine if
a reemployment olTcr can be made.

112 Interview. During the preemployment inter-
view. the appointing officer will ensure that the indi-
vidual receives the following information:

a. In-depth analysis of medical limitations and the
individual's responsibility to work within the prescribed
work limitation tolerances.

b. If anIicabIe the status of ind'ury compensation
and disability retirement benefits and future eligibility.

c. A full explanation of all restoration rights and
benefits (see 546.4).

d. Full particulars regarding (he position, including
title, duties, grade, salary, location of work assignment,
and all other information required in a preemployment
interview. (See Handbook P-It. 264.8 and 265.)

e. Instructions for completion and submission of any
required employment forms.

113 Appeal

a.  Those emplorees who fully recover in less than

one year from the date on which OW CP compensation
began, may appeal to (he Merit Systems Protection
Board (MSPB) If they believe a proposed offer of reem-
ployment docs not meet the requirements of Office of

Imoo 8, 3-17-83

546 74

Personnel Management regulations 5 CFR Part 353. The
letter of appeal must be submitted within 20 days after
the date of the offer or 20 days after the date of
reemployment, whichever is later.

b. Those em Io%eesorformeremployees whose full
recovery extends beyond one year, or whose partial
recovery falls either within or beyond me year of
compensation, may appeal to the Merit Systems Protec-
tion Board only when they have requested restoration
through formal application to We installation head and
restoration has been refused (hem. An aBBeaI.to‘ the
denial of restoration must be filed with MSPB within 20
days from the day the denial letter is received! Upon
restoration, however, the emﬁloyees are not given the
right to appeal the nature of the restoration.

72! Refusal of Reemployment Offer, When a
former employee refuses an offer of suitable employ-
ment within the OWCP defined medical limitations, the
appointing officer must do the following:

a. Offer the individual an opportunity to sign a
declination of employment.

b. Advise the individual that the effect of such re-
fusal may result in the termination or reduction of
compensation benefits by the Department of Labor.

¢. Notify the OWCP district office by telephone of
the declination and reasons given.

d. Within 2 working days, forward a full written
summary of the former employee's interview, including
the signed declination, and medical evaluations or other
pertinent information to the OWCP district office.
OWC? has the responsibility to notify the Retirement
and Insurance Division, Office of Personnel Manage-
néent, when disability retirement status is to be evaluat-
ed.

.73 Refusal to Reemploy. The appointing official
may not be able to accommodate the former employee
for’ medical reasons or other considerations. If the
former employee will not be reemploycd. the appoint-
ing officer must:

a. Notify the employee in writing of that fact; with
acopy to the JWCP; and

b. Include a paragraph informing the individual of
tBhe [jlght to appeal to the Merit Systems Protection
oard.

.14 Processing Personnel Actions. The reem-
ployment of former employees injured or disabled on
duty requires uniform inform»"on on Form 50-B. Re-
questfor Personnel Action (Processing Copyfor Sew Hires
Only), before forwarding to the Employee and Labor
gelﬁti)ons Information Center. (See 612.5 of Handbook

547 Hetuin to Duty

547.1  Therapy Obligations

The installation head must ensure that an employee
reports for scheduled therapy treatment. The employee
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547.21

must be advised iliat failure to keep appmntinents with

a physician or hospital is a form of absenteeism. Con-

trol office/control point personnel will report failures
to keep appointments to the OW CP district office.

547.2 Medical Reports

21 Progress reports received from the attending
physician may show the employee is capable of some
work during convalescence or after medical treatment
has been completed.

22 If not. this information is requested by the con-

trol office/control point from the attending pha/sician
or the OWCP district office by use of Form CA-IT.

.23 If the attending physician submits a medical
report. Form CA-I7, indicating that the employee is
medically capable of performing some of the normal
duties for a imited number of hours, or other work of

a different nature than the employee'« former assign-

ment. the installation head must mak'  ry reasonable

effort to place the employee in an cp, oriate assign-

ment.

547.3 Fitness-For-Duty Determination

31 Determining Fitness. The fact that an injured
or ill employee is scheduled for a series of treatments
or appointments with a ﬁhyswlan or hospital docs not.
by itself, establish that the employee is not fit-for-duty
in the it terim. Conirc' oersonnel will recommend, upon
medical justification, (J the installation head that any
employee being treated by a physician or hospital be
required to report to a USPS medical unit (or contract
equivalent) for a fiiness-for-duty examination. Only an
installation head is authorized to approve a fnness-for
duty examination.

.32 Examination Report. This physical examina-
tion may include the pans of the anatomy being treat-
ed. provided the examination in no way disturbs or
interferes with the treatment regimen. The results of
this examination will be brought to the attention of the
OWCP district office for consideration.

Emoioyee & Laoor Relations Manual

.33 Physician Report Questioned. If the medical
officer questions the medical procedures and/or deter-
mination of the employee's attending physician, no ad-
ministrative action may be taken to change the employ-
ee's compensation or employment status until the
medical issue ts settled.

34 Resolving Determination. The following pro-
cedures apply only to fitness-for-duty determinations
incident to an on-the-job injury or illness. Fitness.for-
duty determinations for other purposes are not covered
by this_instruction, _ N

a. The physician or hospital must, for each visit of
the emp|o¥ee, make a professional statement, using
Form CA-1/, showmtg the employee cither:

1) Fit-for-dufy; or
~(2) Fitfor limited duty, and the work tolerance
limitations due to_the injury; or
Not fit for duty with an expected retum-to-
duty date, o o ,
b> If the physician or hospital is unable to predict
an employee's fitness for duty on either a short-term or
long-term basis, the control office/control point super-
visor may request information from the QWCP by
senqu. orm 2573, Request—OWCP Claim Status,
in duplicate, co the OWCP district office. If OWCP
does not respond within a maximum of 60 days, or if
the OWCP response does not explain the situation, a
fitness-for-duty examination may be recommended to
the installation head as provided in 547.31. .32, and .33.
However, a fitness-for-duty examination can be initiated
at any time to determine (he duty status of the injured
employee.

¢ If the results of the fitness-foi-duty examination
disagree with the findings of (he attending physician,
the matter, along with justification for the USPS posi-
tion. is referred by the control office/control point
supervisor to the OWCP Deputy Commissioner for
resolution.

(L A fitness-for-duty determination is not limited to
the employee's regular duties, but should be based on
whether the employing installation has any temporary
alternative duties available which the employee may
safely perform.
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Services Division. Washington. DC 20415. The notifica-
tion must include (he individual's name, social security
number, date ot birth. Civil Service Annuity claim number
(CSA-Civil Service Account), date of reemployment.
Form 2485. Certificate of Medical Examination and
whether retirement deductions will be made from ihc salary
for the position to which rcemplovi.d.

546.6 Relocation Considerations

.61 Scope. In some cases, former employees re-
ceiving OWCP compensation may have relocated to
other Feographlg areas. Every effort must be made to
reemploy these individuals within their current area of
residence by treating them asif they had been employed at
that office at the time of injury. Any offer to reemploy in a
different location will be considered only after all reason-
able attempts have been made to rehire within the area of
the former employee's present domicile.

.62 Expense. Any relocation and travel expenses
will be the responsibility of the former employee. How-
ever, under certain ~mitigating circumstances the
SAPMG for E&LR, or the SAPMG's designee, m.aK
authorire relocation and travel expenses consistent wit
the provisions of Handbook M-9, Travel

546.7 Reemployment Procedures
11 Offer of Appointment

711 Evaluation. Upon receipt and evaluation of
the OWCP referral contammﬂ documented medical
limitations, and evaluation of the medical officer's rec-
ommendations. the appointing official will determine if
a reemployment ofTcr can be made.

112 Interview. During the preemplo?gment inter-
view. the appointing officer will ensure that the indi-
vidual receives the following information:

~a, In-depth analysis of medical limitations tnd_the
individual's responsibility to work within the prescribed
work limitation tolerances.

b If aPpIicab_le the status of in(;ury compensation
and disability retirement benefits and future eligibility.

c. A full explanation of all restoration rights and
benefits (see 546.4).

~d. Full particulars regarding the position, including
title, duties, grade, salary, location of work assignment,
and all other information required in a preemployment
interview. (Sec Handbook P -Il. 264.8 and 265.)

e. Instructions for completion and submission of any
required employment forms.

713 Appeal

a.  Those employees who fully recover in less than
one year from the date on which OWCP compensation
began, may appeal to the Merit Systems Protection
Board (M SPB) if they believe d proposed offer of reem-
ployment does not meet the requirements of Office of

UM 8, 3-17-83

546.74

Personnel Management regulations 5 CFR Part 353. The
letter of appeal must be submitted within 20 days after
the date of the olTer or 20 days after the date of
reemployment, whichever is later.

b. Those emgloyees or former employees whose full
recovery extends beyond one year, or whose partial
recovery falls either within or beyond one year of
compensation, may appeal to the Merit Systems Protec-
tion Board only when they have requested restoration
through formal application to the installation head and
restoration has been refused them. An aBBeaI to the
denial of restoration must be filed with MSPB within 20
days from the day the denial letter is received™ Upon
restoration, however, the emﬁloyees are not given the
right to appeal the nature of the restoration.

.12 Refusal of Reemployment Offer. When a
former employee refuses an offer of suitable employ-
ment within the OW CP defined medical limitations, the
appointing officer must do the following: .

a. Offer the individual an opportunity to sign a
declination of employment.

b. Advise the individual that the effect of such re-
fusal may result in the termination or reduction of
compensation benefits by the Department of Labor.

c. Notify the OWCP district office by telephone of
the declination and reasons given.

d.  Within 2 working days, forward a full written
summary of the former employee's interview, including
the signed declination, and medical evaluations or other

ertinent information to the OWCP district office.

WCP has the responsibility to notify the Retirement
and Insurance Division. Office of Personnel Manage-
ngjent. when disability retirement status is to be evaluat-
ed.

.13 Refusal to Reemploy. The appointing official
may not be able to accommodate the former employee
for” medical reasons or other considerations. If the
former employee will not be reemployed, the appoint-
ing officer must:

a. Notify the employee in writing of that fact, with
acopy to the OWCP; and

b. Include a paragraph informing the individual of
tE?e Eilght to appeal to the Merit Systems Protection
oard.

.14 Processing Personnel Actions. The reem-
ployment of former employees injured or disabled on
duty requires uniform information on Form 50-B. Re-
quest for Personnel Action (Processing Copyfor Sew Hires
Only), before forwarding to the Emplogee and Labor
Eelﬁti)ons Information Center. (See 612.5 of Handbook

547 Return to Duty

547.1 Therapy QObligations

The installation head must ensure that an employee
reports for scheduled therapy treatment. The employee
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546.42

was received for purposes of cenain rights and benefits
based upon length of service.

42 Rights and Benefits upon Partial Recovery

421 Seniority. Individuals, reemployed into bar-
gaining unit positions will be credited with seniority in
accordance with the collective bargaining agreement
covering the position to which reemployed.

422 Probationary Period. Reemployed individ-
uals who have completed their probationary periods, or
would have completed their probationary periods but
for their compensable injuries, will not be required to
serve a new probationary period.

423 Leave Credit. Former employees who were
§|I%Ib|e. to accrue leave under ELM 5t0 will be cred-
ited with the total time compensation was received
from OWCP for purposes of computing leave rate ac-
crual upon reemployment.

424 Retirement Former employees who were
covered by the Civil Service Retirement Act (see ELM
560) will be credited with the time spent on OWCP
compensation in computing retirement credit.

425 Salary Determination. The following salary
restoration criteria must be met (Note: The term
"Grade/Step." as used below, means "Grade/Salary"
for individuals in a non-step salary schedule):
~a. Reemployment to the Former Grade/Step. These
individuals reemployed into a position with the same
grade/step as held ‘at the time of injury or disability
will receive the current salarY for that grade/step from
the appropriate salary schedule.

b. Reemployment to a Higher Grade. Those individ-

uals rcemploycd to a position with a P[ade higher than
that of the position held at the time of injury or disabil-
ity will be placed in the higher grade at the current
salary for the grade/step held at the time of injury or
disability. If that salary is between steps in the higher
grade, the individual's s.-'ary will be increased to the
next higher step.
c. Reemployment to a Lower GradelSteF.

(1) Salary Below Maximum of Lower Grade.
The individual will be placed in any higher step in the
lower grade which is less than one full step above the
current salary for the grade/step of the position held at
the time of injury or disability.

(2) Salary Above Maximum of Lower Grade. In
those cases where the current salary for the grade/step
held at the time of injury or disability exceeds (he
maximum salary of the lower grade position, the em-
ployee will be afforded a saved rate at the higher
?rade/sﬁep salary. These saved rate provisions apply
or an indefinite Ferlod and are.subéect to (he rules of
the salary schedule to which assigne

d. Reemployment to a Position in a mifferent Salary
Schedule. When an individual is rcemploycd to a posi-
tion it a salary schedule different from™ the schedule
under which paid at die time of injury or disability,
once rcemploycd, the individual will be treated under
the rules applicable to the salary schedule to which
rcemploycd:

INOVBIVEREIVVAL ... e
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(1 The individual will be rcemploycd at the

glraded appropriate for the position to which rccm-
ployed.

(21 The individual will be placed in any higher
step in the new grade which is less than one full step
above the current salary for the grade/step of the posi-
tion held at (he time of injury or disability.

<> If reemployment is to a nonstep schedule,
the individual will ‘be placed at a salary equal to the
current salary for (he grade/step of the position held at
the time of injury or disability.

(4) If the current salary for the grade/step held
at the lime of injury or disability exceeds the maximum
salary of the new grade, the individual will be given a
saved rate. These saved rate provisions apply for an
indefinite period and are subject to the rules of the
salary schedule to which assigned:

e. Former Position Under Different Salary Schedule.
Where the position held at the time of injury or'disabil-
ity is no longer under the same salary schedule, the
current salary for the former grade/step will be deter-
mined by: . . o .

~ (1) Regional Compensation Division, for field,
disttict. and rerqwnal positions.

(2) Office of Compensation. Headquarters, for
Headquarters and Headquarters-related positions.

f. Step Increases. Upon reemployment, permanent-
ly. partially disabled individuals begin a new waiting
period for step increases.

43 Rights and Benefits Upon Full Recovery.
See 546.122.

546.5 Retirement Considerations

51 Status. Pursuant to the Civil Service Retire-
ment Act. a former employee who applied for and
received Civil Service disability retirement status will
cease to be an annuitant upon reemployment and resto-
ration of that individual's wage earning capacity.

52 Reinstatement of Ellgiblity

521 If an annuitant, rcemploycd under.the proce-
dures in (his section, is later found unable to successful-
ly perform in (he new position due to (he original
compensable injury or disability, and is again separated,
the employee will be entitled to- the restoration of dis-
ability retirement status under the Civil Service Retire-
ment Act.

522 If an employee becomes disabled for the posi-
‘jon due to a new m,ury or disability after entry into
that position, (he employee would have a right to apply
for a new Civil Service disability retirement status.

53 Refunded Retirement Deductions. A former
employee who withdrew retirement deductions based
on previous employment, may redeposit the amount
refunded, plus interest, after reemployment to a ﬁosr
tion from which retirement deductions are withheld.

54 Notification. Upon reemployment of a disability
annuitant (or in advance, if possible), the appointing offi-
cial must notify the Office of Personnel Management.
Compensation Group. Room 3305. Attention: Annuitant

.Imu*g,347-0
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be made to assign the employee to work within the
employee's craft, within the employee's regular sched-
ule. and as near as possible to the regular work facility
to which normally assigned.

142 Former Employees. When a former employ-
ee has partially recovered from a compensable in> *
or disability, the USPS must make every effort towar
reemployment consistent with medically defined work
limitation tolerances. Such an employee may be re-
turned to any position for which qualified, including a
It?wer grade position than that held when compensation

egan.

15 Employee Appeal Rights. An employee who
believes the proper consideration for reemployment
was not received may appeal to the Merit Systems
Protection Board, under 5 CFR. 353.

546.2 Collective Bargaining Agreements

Reemployment under this section will be in compliance
with applicable collective bargaining agreements. Indi-
viduals so reemployed will receive all appropriate
rights and protection under the applicable collective
bargaining agreement.

21 Contractual Considerations

211 Scope. Collective bargaining agreement pro-

visions for filling job vacancies and promotions, and

procedures relating to retrea; rights due to reassign-
ment. will be complied with before an offer of employ-

ment is made to a former postal employee on the
OWCP rolls for more than | year.

212 Reemployment. A former employee will be
offered reemployment in a residual vacancy (a vacancy
which has been posted for bid or application and for
which there are no successful bidders or applicants), or
may work as an unassigncd regular or as a part-time

flexible. Regional Directors, Emploree and Labor Rela-

tions (APM G, Employee Relations, for Headquarters and
Administrative Support Facilities (ASFs) may waive
minimum_qualification reﬁuwements (Tmcludlng written
examinations) in individual cases for former employees
injured on duty who are being considered for reemploy-
ment when there is evidence (including that submitted by
the medical officer) that the employee can be expected to
perform satisfactorily in the position within ninety days
after assignment.

22 Types of Appointments

221 Former career employees will be reemployed
as career full-time or part-time employees.

£22 Former substitute rural carriers will be recm-
P_oned as substitute rural carriers or in any other posi-
ion for which they qualify.

£23 Former casual and temporary employees will
be reemployed as casual or temporary employees.
Upon satisfactory demonstration of ability to meet job
requirements during two 90-day casual appointments or
one 180-day temporary appointment, the employee’s
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status may be noncompctitiveiy converted to a career
appointment (NOA 501).

546.3 OWCP Referrals

31 General. OWCP will make referrals of current
and former postal employees who may be candidates
for reemployment.

32 Work Limitation Tolerances. The individual's
phys'dan of record, or other physician selected by the
Individual or OWCP. will furnish OWCP with a defini-
tive medical summary, clearly documenting the medical
limitations that will have to be accommodated. The
OWCP District Medical Director evaluates the work
limitation tolerances, submitted by the ﬁhysician-of
record, and upon concurrence, refers them to the
USPS for consideration.

33 USPS Medical Review

321 Reemplorme.ntPhysicalExamination .

a. The medical officer will evaluate fully all medi-
cal records referred to the USPS from the OWCP
district offices. . o ,

. A complete physical examination, paid for by the
USPS. will be required by the a;.pointing officer. The
result of the physical examination will be documented
on Form 2485. Certificate of Medical Examination.

¢ The medical officer will make a statement of
concurrence with the OWCP documented medical limi-
tations. or further restrict the former employee's work
limit tolerances. The medical officer can In no way
liberalize the medical limitations tendered by the
OWCP district offices.

322 Special Considerations .

a. An individual referred for reemployment consid-
eration by OWCP rrjy have some degree of concur-
rent disability, not caused by or related to (he original
job injury or disability. The medical officer should ex-
amine for any concurrent medical condition that might
prevent the individual from performing the duties of
thedposmon for which the individual is being consid-
ered.

b. The medical officer will carefullﬁ evaluate all
concurrent disabilities and include their potential
impact in the recommendation for reemployment to the
appointing official.

c. All former employees, now permanently, partial-
ly disabled, have some type of residual handicap. The
medical officer, conducting the physical examination,
will be responsible for assigning the- correct handicap
code as defined in Handbook P-Il. Personnel Oper-
ations. Chapter 6.

546.4 Restoration Rights :

41 OPM Regulations. OPM has responsibility for
the implementing requlations of 5 USC 8151, These
requlations are codified in 5 CFR Pan 353. 5 USC
8151(a) provides that an individual, injured or disabled
on duty, who resumes employment with the USPS is to
be credited with the time during which compensation.
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was received for purposes of certain rights and benefits
based upon length of service.

42 Rights and Benefits upon Partial Recovery

421 Seniority. Individuals, reemployed into bar-

gaining unit positions will be credited with seniority in
accordance with the collective bargaining agreement
covering the position to which rcemploycd.

422 Probationary Period. Rcemploycd individ-

uals who have completed their probationary periods, or
would have completed their probationary periods but
for their compensable injuries, will not be required to
serve a new probationary period.

423 Leave Credit. Former employees who were
eligible to accrue leave under ELM 510" will be cred-
ited with the total time compensation was received
from OWCP for purposes of computing lesve rate ac-
crual upon reemployment.

424 Retirement Former employees who were
covered by the Civil Service Retirement Act (see ELM
560) will be credited with the time spent on OWCP
compensation in computing retirement credit.

425 Salary Determination. The following salary
restoration criteria must be met (Note: The term
“Grade/Step," as used below, means "Grade/Salary”
for individuals in a non-step rilary schedule):

a. Reemployment to the Former Grade/Step. These
individuals reemployed into a position with the same
grade/step as held ‘at the time of injury or disability
will receive the current saIarY for that grade/step from
the appropriate salary schedule.

b. Reemployment to a Higher Grade. Those individ-

uals rcemploycd to a Position with a ‘grade higher than
that of the position held at the time o

ity will be placed in the higher grade at the current
salary for the grade/step held at the time of injury or
disability. If that salary is between steps in the higher
grade, the individual's salary will be increased to the
next higher step.

c. Reemployment to a Lower Grade/SteF.

(1) Salary Below Maximum of Lower Grade.
The individual will be placed ir. any higher step in the
lower grade which is less than one full step above the
current salary for the grade/step of the position held at
the lime of injury or disability.

(2) Salary Above Maximum of Lower Grade. In
those cases where the current salary for the grade/step
held at the time of injury or disability exceeds the
maximum salary of the lower grade position, the em-
ployee will be alTorded a saved rate at (he higher
?rade/spep salary. These saved rate provisions apply
or an indefinite Fenod and are.subéect to the rules of
the salary schedule to which assigne

d. Reemployment to a Position in a Different Salary
Schedule. When an individual is rcemploycd to a posi-
tion in a salary schedule different from the schedule
under which paid at the time of injury or disability,
once rcemploycd. the individual will be treated under
the rules applicable to the salary schedule to which
rcemploycd:

injury or disabil-
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(Il The ndividual will be rcemploycd at the
g|raded appropriate for the position to which recm-
ployed.

step in the new grade which is less than one full step
above the current salary for the grade/step of the posi-
tion held at the time of injury or disability.

(3L If reemployment is to a nonstep schedule,
the individual will be placed at a salary equal to the
current salary for the grade/steo of the position held at
the time of injury or disability.

(41 If the current salary for She grade/step held
at (he time of injury or disability exceeds the maximum
salarg of the new grade, the individual will be given a
saved rate. These saved rate provisions apply for an
indefinite period and arc subject to the rules of the
salary schedule to which asmgned.

€. Former Position Under Different Salary Schedule.
Where the position held at the time of injury or'disabil-
ity is no longer under the same salary schedule, (he
current salary for the former grade/step will be deter-
mined by: . S _

~ (1) Regional Compensation Division, for field,
district, and regional positions.

(2) Office of Compensation. Headquarters, for
Headquarters and Headquarters-related positions.

I Step Increases Upon reemployment, permanent-
ly. partially disabled individuals begin a new waiting
period for step increases.

43 Rights and Benefits Upon Full Recovery.
See 546.122.

546.5 Retirement Considerations

51 Status. Pursuant to the Civil Service Retire-
ment Act. a former employee who applied for and
received Civil Service disability retirement status will
cease to be an annuitant upon reemployment and resto-
ration of that individual's wage earning capacity.

52 Reinstatement of Ellgiblity

521 If an annuitant, rcemploycd under the proce-
dures in this section, is later found unable to successful-
ly perform in the new nposition due to tht original
compensable injury or disability, and is again separated,
the employee will' be entitled to-the restoration of dis-
ability retirement status under the Civil Service Retire-
ment Act.

522 Ifan employee becomes disabled for the posi-
tion due to a new injury or disability r.fter entry into
that position, the employee would have a right to apply
for a new Civil Service disability retirement status.

53 Refunded Retirement Deductions. A former
employee who withdrew retirement deductions based
on previous employment, may redeposit the amount
refunded, plus interest, after reemployment to a ﬁost
lion from which retirement deductions are withheld.

-54  Notification. Upon reemployment of a disability
annuitant (or in advance, if possible), the appointing offi-
cial must notify the Office of Personnel Management.
Compensation Group. Room 3305. Attention: Annuitant
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059.4
ers uppiying for workers’ compensation
benefits prohibited. It is an unlawful employ-
ment practice for an employer to discriminate
againsta workman with respect to hire or tenure
or any term or condition of employment because
the workman has applied for benefits or invoked
or utilized the procedures provided for in ORS
G56.001 to 656.794 and 656.802 to 656.824. or of
659.400 to 659.435 or has given testimony under
the provisions ofsuch sections. 11973 c.660 &4|

Reinstatement of
injuries; certifi-

659.415
receiving compensable
cate of physician evidencing ability to
work;, effect of collective bargaining
agreement. (1) A worker who has sustained a
compensable injury shall be reinstated by the
worker's employer to the worker's former posi-
tion of employment upon demand for such rein-
statement. provided that the position is available
and the worker is not disabled from performing
the duties of such position. If the former posi-
tion is not available, the worker shall be reinstat-
ed in any other position which is available and
suitable. A certificate by a duly licensed physi-
cian that the physician approves the worker’s
return to the worker’ regular employment shall
be prima facie evidence that the worker is able to
perform such duties.

(2) Such right of reemployment shall be
subject to the provisions for seniority rights and
other employment restrictions contained in a
valid collective bargaining agreement between
the employerand a representative of the employ-
er’semployes.

(3) Any violation of this section is an unlaw-
ful employment practice. (1973 ¢.660 §5 1979 c.8.3
53; 1981 ¢.874 $14|

659.420
er in other available and suitable work;
certificate of physician; effect of collec-
tive bargaining agreement. (1) A worker
who has sustained a compensable injury and is
disabled from performing the duties of the work-
er’s former regular employment shall, upon
demana, be reeraployed by the worker’s employer
atemploymentwhich is available and suitable.

(2) A certificate of the worker’s attending
physician that the worker is able to perform
described types of work shall be prima facie
evidence ofsuch ability.

(3) Such right of reemployment shall be
subject to the provisions for seniority rights and
other employment restrictions contained in a
valid collective bargaining agreement between

10 Discrimination agninst worthe employer and a representative of the employ-

er's employes.

4) Any violation of this section. !s an qnlaw-
ful employment practice. ‘1973 cr.fio §fi; I*]7!I rHi:;
M

659.425 Discrimination against men-
tally or physically impaired persons in
employment or public accommodation
prohibited; mental disorder treatment not
evidence of inability to work or manage

property. (1) For the purpose of ORS 659.400

worked 659.435, it is an unlawful employment prac-

tice for any employer to refuse to hire, employ or
promote, to bar or discharge from employment
or to discriminate in compensation or in terms,
conditions or privileges of employment because:

(a) An individual has a physical or mental
impairment which, with reasonable accommoda-
tion by the employer, does not prevent the per-
formance of the work involved;

(b) An individual has a record of a physical
or mental impairment; or

(c) An individual i3 regarded as having a
physical or mental impairment.

(2) It isan unlawful employment practice for
an employment agenty to fail or refuse to refer
for employment, or otherwise discriminate
against, any individual because that individual is
a handicapped person, or to classify or refer for
employment any individual because that individ-
ual isa handicapped person.

(3) Itisan unlawful employmentpractice for
a labor organization, because an individual is a
handicapped person, to exclude or to expel from
its membership such individual or to discrimi-
nate in any way against such individual.

(4) It isan unlawful practice for any place of
public accommodation, resort or amusement os

Employment of injured wor#efined in ORS 30.675, or any person acting on

behalf of such place, to make any distinction,
discrimination or restriction because a customer
or patron isa handicapped person.

(5) Receipt or alleged receipt of treatment
for a mental disorder shall not constitute evi-
dence of a person’s inability to perform the
duties of a particular job or position, or of a
person’s inability to acquire, rent or maintain

property. 11973 .850 |7; 1979 ¢.640 J3|

659.430 Discrimination against hand-
icapped personj in real property transac-
tions prohibited; advertising discrimina-
tory preference prohibited; assisting dis-
criminatory practices prohibited. (Ij No
person because the purchaser, lessee or renter h
a handicapped person shall:
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LWOP for an initial period of up to I year from the
date OWCP compensation begad.

.92 Extensions. If the employee is unable to return
to work at the end of the 1 year period on LWOP. the
LWOP may oe extended for successive additional peri-
ods of up to 6 months. Extensions are granted only if it
appears that the*employee is likely to return to work
within the period of the extension.

.93 Segarations. If it is rot likely that the employee
will be able to return to work at the end of one year of
LWOP or during the authorized extended period, the
employee may be segarated. Hefore any employee who is
on the rolls of the OWCP cun be separated, the postal
official must submit a comprehensive report to the Gen-
eral Manager. Employee Relations (Region), with appro-
priate recommendations and retain the employee on the
rolls of the Postal Service pending a decision.

.94 Deciding Appropriate Action. In considering the
action to take in matters involving extended leave, the
installation head sends Form 2573, Request for OWCP
Claim Status, in duplicate, to the appropriate OWCP
district office; and, upon receiving a completed Form
2573 from OWCP, does one of the following:

a. Extends LWOP for an adi "ional period. at the e"d
of which an additional determination must be made;

b. Authorizes a fitness-for-duty examination by a medi-
cal officer as provided in 547.31. .32. and .33 ;t OWCP
does not respond within a maximum of 60 days or if
OWCP's response does not explain the situation: or
~ ¢ Request permission to terminate LWOP as required
in .93; and . o

d. Terminates LW OP after receiving permission from
]Ehﬁ General Manager, Employee Relations (Region) as
ollows;

(/) 1f the employee has 5 or more years of creditable
civilian service, Inform the employee of retirement
rights. Allow the employee 14 calendar days to file a
retirement application under the Civil Service Retire-
ment Act. . . .
(2) If the employeedoes not file a retirement apJ)Ilca-
tion within the 14 day period, terminate LWOP and take
%ggon to separate the employee as described in 365 and

(3) If the employee has less than 5 years creditable
civilian service, terminate LWOP and take action to
separate the employee as described in 365.

546 Reemployment of Employees Injured
On Duty

546.1 Law

11 General. The USPS has legal responsibility to
em5ployees with job-related disabilities under 5 U.S.C.
8151and the Offic; of Personnel Management's (OPM)
regulations, as outlined below.

12 Disability Fully Overcome Within 1 Year

121 Obligation. When the injury or disability is
fully overcome within one year after the commence-
ment of compensation payments from OWCP. or after
compensable disability recurs, the USPS must give an

Cl.5- ACST/46
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employee the right to resume employment in the
former or equivalent position.

122 Rights and Bent/its. Upon reemployment,
all rights and benefits which an employee would have
had or acquired in the former position, had there been
no injury or disability, must be restored.

13 Disability Fully Overcome More Than 1 Year

131 Obligation. When the injur?/ or disability is
fully overcome more than one year after compensation
began, the USPS must give an employee priority con-
sideration for reemployment into the former pos.tion or
an equivalent one.

132 Reemployment List. The names of all former
employees who fuliy recover from their compensable
disabilities more than one year after compensation
begins must be entered on a reemployment list in two
groups. Croup one will include all such former employ-
ees who are entitled to 10 point veteran preference.
Group two will include all other such former emr)loyees.
Persons in group one will be consider'd for employment
before persons in group two. and persons in group two
will be considered before other sources of recruitment,
such as transfers from other agencies, reinstatements, or
appointments from hiring registers.

133 Rights and Benefits. The same as 546.122.

14 Disability Partially Overcome

141 Current Employees. When an employee has
partially overcome a compensable ldlS@blhtK, the USPS
must make every efTorx toward assigning the employee
to limited duty consistent with the employee's medical-
ly defined work limitation tolerances (see 546.32). In
assigning such limited duty, the USPS should minimize
anY adverse or disruptive impact on the employee. The
following considerations must be made In effecting
such limited duty assi%nments: . _

a. To the extent that there is adequate work availa-
ble within the employee's work limitation tolerances;
within the employee's craft; in the -wcrk facility to
which the employee is re?ularly asm?ned: and during
the hours when the employee reqularly works; that
work shall constitute the limited dut/ to which the
employee is assigned.

b. If adequate duties are not available within the
employee's work limitation tolerances in the craft and
work facility to which the employee is regularly as-
m%ned, within the employee's regular hours of duty,
other work may be assigned within that facility.

¢ If adequate work is not available at the facility
within the employee's regular hours of dt.ty, work out-
side the employee's regular schedule may be a55|(_1ned
as limited duty. However, all reasonable efforts shall be
made to assign the employee to limited dutr within the
employee's craft and to keep the hours of limited duty
as close as possible to the employee's regular schedule.

d. An employee may be assigned limited duty outside
of the work fa(;l|ltﬁ/ to which the employee is normally
assigned only if there is not adequate work ayailable
within the employee's work limitation tolerances at the
employee's facility. In such instances, every effort will '

laaue t, 3-17-43
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Services Division. Washington, DC 20415, The notifica-
tion must include the individual's name, social security
number, date cl birth. Civil Service Annuity claim number
(CSA-Civil Service Account), date of reemployment.
Form 2485, Certificate of Medirjl Examination and
whether retirement deductions will be made from the salary
for the position to which reeiuplovi.d.

546.6 Relocation Considerations

61 Scope. In some cases, former employees re-
ceiving OWCP compensation may have reloi ated to
other ?eograohlg areas. Every effort must be made to
reemploy these individuals within their current area of
residence by treating them as if they had been employed at
that office at the time of injury. Any offer to reemploy in a
different location will be considered only after all reason-
able attempts have been made to rehire within the area of
the former employee's present domicile.

.62 Expense. Any relocation and travel exoenses
will be the responsibility of the former employee. How-
ever. under certain mitigating circumstances the
SAPMG for E&LR, or the SAPMG's t .signee, maK
authorize relocation and travel expenses consistent wit
the provisions of Handbook M-9, Travel,

546.7 Reemployment Procedures
11 Offer of Appointment

711 Evaluation. Upon receipt and evaluation of
the OWCP referral containing documented medical
limitations, and evaluation of the medical officer's rec-
ommendations. the appointing official will determine if
a reemployment offer can be made.

712 Interview. During the preemploiqment inter-
view, the appomtmg officer will ensure that the indi-
vidual receives the following information:

~a In-depth analysis of medical limitations and the
individual's responsibility to work within the prescribed
work limitation tolerances.

b. If anIicab.Ie the status of iné'ury compensation
and disability retirement benefits and future eligibility.

¢. A full explanation of all restoration rights and
benefits (see 546.4).

~d. Full particulars regarding the position, including
title, duties, grade, salary, location of work assignment,
and all other information required in a preemployment
interview. (See Handbook P -Il. 264.8 and 265.)

e. Instructions for completion and submission of any
required employment forms.

113 Appeal
a. Those employees who full\x/ recover in less than
one year from the date on which OWCP compensation

began, may appeal to the Merit Systems Protection
Board (MSPB) if they believe a proposed offer of reem-
ployment does not meet the requirements of Office of
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Personnel Management regulations 5 CFR Part 353. The
letter of appeal must be submitted within 20 days after
the date of the offer or 20 days after the date of
reemployment, whichever is later.

Those employees or former employees whose full
recovery extends beyond one year, or whose partial
recovery falls either within or beyond one year of
compensation, may appeal to the Merit Systems Protec-
tion Board only when they have requested restoration
through formal application to the installation head and
restoration has been refused them. An nB eal to the
denial of restoration must be filed with MSPB within 20
days from the day the denial letter is received. Upon
restoration, however, the emﬁloyees are not given the
right to appeal the nature of the restoration.

.12 Refusal of Reemployment Offer. When a
former employee refuses an offer of suitable employ-
ment within the OWCP defined medical limitations, the
appointing officer must do the following:

a. OfTer the individual an opportunity to sign a
declination of employment.

b. Advise the individual that the effect of such re-
fusal may result in the termination or reduction of
compensation benefits by the Department of Labor.

¢. Notify the OWCP district office by telephone of
the declination and reasons given.

d Within 2 working days, forward a full written
summary of the former employee's interview, including
(he signed declination, and medical evaluations or other

ertinent information to the OWCP district office.

WCP has the responsibility to notify the Retirement
and Insurance Division. Office of Personnel Manage-
mdent. when disability retirement status is to be evaluat-
ed.

.73 Refusal to Reemploy. The appointing official
may not be able to accommodate the former employee
for medical reasons or other considerations. If the
former employee will not be rcemploycd. the appoint-
ing officer muse

a.  Notify the employee in writing of that fact, with
a copy to the OWCP; and

b. Include a paragraph informing the individual of
the tht to appeal to the Merit Systems Protection
Board.

.14 Processing Personnel Actions. The reem-
ployment of former employees injured or disabled on
duty requires uniform information on Form 50-B. Re-
questfor Personnel Action (Processing Copyfor Sew Hires
Only), before forwarding to the Emplogee and Labor
Relations Information Center. (See 612.5 of Handbook
P-11.)

547 Return to Duty

547.1  Therapy Obligations

The installation head must ensure that an employee
reports for scheduled therapy treatment. The employee
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musi be advised that failure to keep appointments with

a physician or hospital is a form of absenteeism. Con-

trol office/control point personnel will report failures
to keep appointments to the OW CP district office.

547.2 Medical Reports

21 Progress reports received from the attending
physician may show the employee is capahle of some
work during convalescence or after medical treatment
has been completed.

22 If not. this informa'ion is requested by the con-

trol office/control point from the attending™ physician
or the OWCP district office by use of Form CA-17.

.23 If the attending physician submits a medical
report. Form CA-17, indi .iting that the employee is
medically capable of performing some of the normal
duties for a limited number of hours, or other work of
a different nature than the employee s former assi%n-
ment. the installation head must make every reasonable
effortt to place the employee in an approriate assign-
ment.

547.3 Fitness-For-Duty Determination

31 Determining Fitness. The fact that an injured
or ill employee is scheduled for a series of treatments
or appointments with a ﬁhysman or hospital docs not.
by itself, establish that the employee is not fit-for-duty
in the interim. Control personnel will recommend, upon
medical justification, to the installation head that any
employee being treated by a physician or hospital be
required to report to a USPS medical unit (or contract
equivalent) for a fitness-for-duty examination. Only an
installation head is authorized to approve a fitness-lor
duty examination.

.32 Examination Report. This physical examina-
tion may include the pans of the anatomy being treat-
ed. Prowded the examination in no way disturbs or
interferes with the treatment regimen. The results of
this examination will be brought to the attention of the
OWCP district office for consideration.
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.33 Physician Report Questioned. If the medical
officer questions the medical procedures and/or deter-
mination of the employee's attending physician, no ad-
ministrative action may be taken to change the employ-
ee's compensation or employment status until the
medical issue is settled.

34 Resolving Determination. The following pro-
cedures apply only to fitness-for-duty determinations
incident to an on-the-job injury or illness. Fitness-for-
duty determinations for other purposes are not covered
by this_instruction. _ .

a. The physician or hospital must, for each visit of
the employee, make a professional statement, using
Form CA-17, showing the employee either:

1) Fit-for-duty; or
2) Fit for limited duty, and the work tolerance

limitations due to_ the injury; or
Not fit for duty with an expected retum-to-
duty date.

b. If the physician or hospital is unable to predict
an employee’s fitness for duty on either a short-tem or
long-term” basis, the control office/control point super-
visor may request information from the OWCP by
sending Form 2573, Request—OWCP Claim Status,
in duplicate, to the OWCP district office. If OWCP
does not respond within a maximum of 60 days, or if
the OWCP response does not explain the situation, a
fitness-for-duty examination may be recommended to
the installation head as provided in 547.31, .32. and .33.
However, a fitness-for-duty examination can be initiated
at any time to determine the duty status of the injured
employee.

. If the result? of the fitness-for-duty examination
disagree with the findings of the attending physician,
the matter, along with justification for the USPS posi-
tion. is referred by the control cffice/conirol point
supervisor to the OWCP Deputy Commissioner for
resolution.

d. A fitness-for-duty determination is not limited to
the employee’s regular duties, but should be based on
whether the employin% installation has any temporary
alternative duties available which the employee may
safely perform.
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be made to assign the employee 10 work within the
employee's ciaft. within the employee's regular sched-
ule. and as near as possible to the reqular work facility
to which normally assigned.

142 Former Employees. When a former employ-
ee has partially recovered from a compensable in;l-y
or disability, the USPS must make every effort toward
reemployment consistent with medically defined work
limitation tolerances. Such an employee may be re-
turned to any position for which qualified, including a
Ibower grade position than that held when compensation
egan.

15 Employee Appeal Rights. An employee who
believes the proper consideration for reemployment
was not recelved may appeal to the Merit Systems
Protection Board, under 5 CFR. 353.

546.2 Collective Bargaining Agreements

Reemployment under this section will be in compliance
with applicable collective bargaining agreements. Indi-
viduals so reemployed will receive all appropriate
rights and protection under the applicable collective
bargaining agreement.

21 Contractual Considerations

211 Scope. Collective bargaining agreement pro-

visions for filling job vacancies and promotions, and

procedures relating to retreat rights due to reassign-
ment. will be complied with before an offer of employ-

ment is made to a former postal employee on the
OWCP rolls for more than 1 year.

212 Reemployment. A former employee will be
offered reemployment in a residual vacancy (a vacancy
which has been posted for bid or application and for
which there are no successful bidders or applicants), or
may work as an unassigned regular or as a part-time

flexible. Regional Directors, Emploree and Labor Rela-

tions (APM G, Employee Relations, for Headquarters and
Administrative Support Facilities (ASFs) may waive
minimum_qualification_ requirements (including” written
examinations) in individual cases for former employees
injured on duty who are being considered for reemploy-
ment when there is evidence (including that submitted by
the medical officer) that the employee can be expected to
perform satisfactorily in the position within ninety days
after assignment.

22 Types of Appointments

221 Former career employees will be reemployed
as career full-time or part-time employees.

222 Former substitute rural carriers will be reem-
Floyed as substitute rural carriers or in any other posi-
ion for which they qualify.

223 Former casual and temporary employees will
be rcemploycd as casual or temporary employees.
Upon satisfactory demonstration of ability to meet job
requirements during two 90-day casual appointments or
one 180-day temporary appointment, the employee's
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status may be noncompetittvely converted to a career
appointment (NOA SOI?.

546.3 OWCP Referrals

31 General. OWCP will make referrals of current
and former postal employees who may be candidates
for reemployment.

32 Work Limitation Tolerances. The individual's
physician of record, or other physician selected by the
Individual or OWCP, will furnish OWCP with a defini-
tive medical summary, clearly documenting the medical
limitations that will have to be accommodated. The
OWCP District Medical Director evaluates the work
limitation tolerances, submitted by the Ehysman of
record, and upon concurrence, refers them to the
USPS fcr consideration.

33 USPS Medical Review

321 Reemployme.ntPhysicalExamination .

a. The medical officer will evaluate fully all medi-
cal records referred to the USPS from the OWCP
district offices. , o ,

b. A complete physical examination, paid for by the
USPS. will be required by the appointing officer. The
result of the physical examination will be documented
on Form 2485, Certificate of Medical Examination.

¢. The medical officer will make a statement of
concurrence with the OWCP documented medical limi-
tations. or further restrict th: former employee's work
limit tolerances The medi:al officer can In no way
liberalize the n.eu. ' Ili .ntauons tendered by the
OWCP district offices.

322 Special Considerations _

a. An individual referred for reemployment consid-
eration by OWCP may have some degree of concur-
rent disability, not caused by or related to the original
job injury or disability. The medical officer should ex-
amine for any concurrent medical condition that might
prevent the individual from performing the duties of
thedposmon for which the individual is being consid-
ered.

b. The medical officer will carefullﬁ evaluate all
concurrent  disabilities and include their potential
impact in the recommendation for reemployment to the
appointing official.

. All former employees, now permanently, partial-
ly disabled, have some type of residual handicap. The
medical officer, conducting the physical examination,
will be responsible for assigning the correct handicap
code as defined in Handbook P-II. Personnel Oper-
ations. Chapter 6.

546.4 Restoration Rights

41 OPM Regulations. OPM has responsibility for
the implementing regulations of 5 USC 8151 These
requlations are codified in 5 CFR Part 353. 5 USC
8151(a) provides that an individual, injured or disabled
on duty, who resumes employment with the USPS is to
be credited with the time dunng which compensation
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was received for purposes of certain rights and benefits
based upon length of service.

42 Rights and Benefits upon Partial Recovery

421 Seniority. Individuals, rcemploycd into bar-

gaining unit positions will be credited with seniority in
accordance with the collective bargaining agreement
covering the position to which reemployed.

422 Probationary Period. Reemployed individ-

uals who have completed their probationary periods, or
would have completed their probationary periods but
for their compensable injuries, will not be required to
serve a new probationary period.

423 Leave Credit. Former employees who were

eligible to accrue leave under ELM 510 will be cred-

ited with the total time compensation was received

from OWCP for purposes of computing leave rate ac-

crual upon reemployment.

424 Retirement. Former employees who were
covered by the Civil Service Retirement Act (see ELM
560) will be credited with the time spent on OWCP
compensation in computing retirement credit.

425 Salary Determination. The following salary
restoration criteria must be met (Note: The term
"Grade/Step," as used below, means "Grade/Salary"
for individuals in a non-step salary schedule):

a. Reemployment to the Former Grade/Step These
individuals reemployed into a position with the same
grade/step as held at the time of injury or disability
will receive the current salarY for that grade/step from
the appropriate salary schedule.

b. Reemployment to a Higher Grade. Those individ-

uals reemployed to # position with agrade higher than
that of the position held at the time o
ity will be placed in the higher grade at the current
salary for the grade/step held at the time of injury or
disability. If that salary is between steps in the higher
grade, the individual's salary will be increased to the
next higher step.
c. Reemployment to a Lower Grade/Step.

() Salary Below Maxir .
The individual will be placed in any higher step in the
lower grade which is less than one full step above the
current salary for the grade/step of the position held at
the time of injury or disability.

(21 Salary Above Maximum of Lower Grade. In
those cases where the current salary for the grade/step
held at the time of injury or disability exceeds the
maximum salary of the lower grade position, the em-
ployee will be afforded a saved rate at the higher
?rade/spep salary. These saved rate provisions apply
or an indefinite Iperlod and are subéect to the rules of
the salary schedule to which assigne

d. Reemployment to a Position in a Different Salary
Schedule. When an individual is reemployed to a posi-
tion in a salary schedule different from the schedule
under which paid at the time of injury or disability,
once reemployed, the individual will be treated under
the rules applicable to the salary schedule to which
reemployed:

injury or disabil-
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(1) The individual will be reemployed at the
grade appropriate for the position to which reem-

loyed.
Py . (2% The ndividual will he placed in any higher
step in the new grade which is less than one full step
above the current salary for the grade/step of the posi-
tion held at the time of injury or disability.

~(3) If reemployment is to a nonstep schedule,
the individual will be placed at a salary equal to the
current salary for the grade/step of the position held at
the time of injury or disability.

(4) It the current salary for the grade/step held
at the time of injury or disability exceeds the maximum
salarg of the new grade, the individual will be given a
saved rate. These taved rate provisions apply for an
indefinite period and arc subject to the rules of the
salary schedule to which assigned.

e Former Position Under Different Salary Schedule.
Where the position held at the time of injury or disabil-
ity is no longer under the same salary schedule, the
cu.rre(?tbsalary for the former grade/step will be deter-
mined by:

o (1y) Regional Compensation Division, for field,
district, and regional positions.

(2) Office of Compensation. Headquarters, for
Headquarters and Headquarters-related positions.

I Step Increases. Upon reemployment, permanent-
ly. partially disabled individuals begin a new waiting
period for step increases.

43 Rights and Benefits Upon Full Recovery.
See 546.122.

546.5 Retirement Considerations

51 Status. Pursuant to the Civil Service Retire-
ment Act. a former employee who applied for and
received Civil Service disability retirement status will
cease to be an annuitant upon reemployment and resto-
ration of that indi' dual's wage earning capacity.

52 Reinstatement of Ellgiblity

521 If an annuitant, reemployed under the proce-
dures in this section, is later found unable to successful-

Below Maximum of Lower Gradely perform in the new position due to the original

compensable injury or disability, and is again separated,
the employee will be entitled to the restoration of dis-
ability retirement sn tus under the Civil Service Retire-
ment Act.

522 If an employee becomes disabled for the posi-
tion due to a new |n(ury or disability after entry into
that position, the employee would have a right to apply
for a new Civil Service disability retirement status.

53 Refunded Retirement Deductions. A former
employee who withdrew retirement deductions based
on previous employment, may redeposit the amount
refunded, plus interest, after reemployment to a posi-
tion from which retirement deductions are withheld.

54 Notification. Upon reemployment of & disability
annuitant (or in advance, if possible), the appointing offi-
cial must notify the Office of Personnel Management.
Compensation Group. Room 3305. Attention: Annuitant
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LWOP for an initial period of up to | year fror.i the
date OWCP compensation began.

92 Extensions. If the employee is unable to return
to work at the end of the | year period on LWOP. the
LWOP may be extended for successive additional peri-
ods of up to 6 months. Extensions are granted only if it
appears that the employee ts likely to retumn to work
within the period of the extension.

.93 Segarations. If it is not likely that the employee
will be able to return to work at the end of one year of
LWOP or during the authorized extended period, the
employee may be separated. Before any employee who is
on the rolls of the OWCP can be separated, the postal
official must submit a comprehensive report to the Gen-
eral Manager. Employee Relations (Region), with appro-
priate recommendations and retain the employee on the
rvils of the Postal Service pending a decision.

.94 Deciding Appropriate Action. In considering the
action to take in matters mvolvmg extended leave, the
installation head sends rorm 2573, Request for OWCP
Claim Status, in duplicate, to the appropriate OWCP
district office; and, upon receiving a completed Form
2573 from OW CP, does one of the following:

a. Extends LWOP for an additional period, at the end
of which an additional determination must be made:

b. Authorizes a f_itness.-for-dutX examination by a medi-
cal officer as provided in 547.31, 32, and .33 if OWCP
does not respond within a maximum of 60 days or if
OWCP's response does not explain the situation: or
~ ¢ Request permission to terminate LWOP as required
in .93; and

d. Terminates LW OP_after receiving permission from
the General Manager, Employee Relations (Region) as
follows: .

(/) 1f the employee has 5 or more years of creditable

civilian service, inform the employee of retirement
rights. Allow the employee 14 calendar days to file a
retirement application under the Civil Service Retire-
ment Act.

(2)  If the employee does not file a retirement apEIica-

tion within the 14 day period, terr-inate LWOP and take
%ggon to separate the employee a described in 365 and

.(j'). If the employee has less than 5 years creditable
civilian service, terminate LWOP and take action to
separate the employee as described in 365.

546 Reemployment of Employees Injured
On Duty

546.1 Law
11 General. The USPS has legal responsibility to
employees with job- elated disabilities under 5 U.S.C,

8151 and the Office of Personnel Management's (OPM)
regulations, as outlined below.

12 Disability Fully Overcome Within 1 Year

121 Obligation. When the injury or disability is
fully overcome within one year after the commence-
ment of compensation payments from OWCP, or after
compensable disability recurs, the USPS must give an
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employee the right to resume employment in the
former or equivalent position.

122 Rights and Benefits. Upon reemployment,
all rights and benefits which an employee would have
had or acquired in the former position, had there been
no injury or disability, must be restored.

13 Disability Fully Overcome More Than 1 Year

131 Obligation. When the injurr or disability is
fully overcome more than one year after compensation
bpdgan,.the USPS must give an employee priority con-
sideration for reemployment into the former position or
an equivalent one.

132 Reemployment List. The names of all former
emploklees who fully recover from their compensable
disabilities more than one year after compensation
begins must be entered on a reemployment list in two
groups. Group one will include ail such former employ-
ees who are entitled to 10 point veteran preference.
Group two will include all other such former emﬁloyees.
Persons in group one will be considered for employment
before persons in group two. and persons in group two
will be considered before other sources of recruitment,
such as transfers from other agencies, reinstatements, or
appointments from hiring registers.

133 Rights and Benefits. The same as 546.122.

14 Disability Partially Overcome

141 Current Employees. When an employee has
partially overcome a compensable disability, the USPS
must make every effort toward ass:gn ng the employee
to limited duty consistent with the employee's medical-
ly defined work limitation tolerances (see 546.32). In
assigning such limited duty, the USPS should minimize
anY adverse or disruptive impact on the employee. The
following considerations must be made in effecting
such limited duty assignments:

a. To the extent that there is adequate work availa-
ble within the employee’'s work limitation tolerances;
within the employee's craft: in the work facility to
which the employee is re?ularly aSS|Fned; and during
the hours when "the employee reqularly works; that
work shall constitute the limited duty to which the
employee is assigned.

b. If adequate duties are not available within the
employee's work limitation tolerances in the craft and
work facility to which the employee is regularly as-
S|(]11ned, within the employee's regular hours of duty,
other work may be assigned within that facility.

¢ If adequate work is not available at the facility
within the employee's regular hours of duty, work out-
side the employee's regular schedule may be assmined
as limited duty. However, all reasonable efforts shall be
made to assign the employee to limited dutr within the
employee's craft and to keep the hours of limited duty
as close as possible to the employee's reqular schedule.

d. An employee may be assigned limited duty outside
of the work famhtK to which the employee is normally
assigned only if there is not adequate work available
within the '~ ployee's work limitation tolerances at the
employee's facility. In such instances, every effort will
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659.4
ers applying for workers’ compensation
benefits prohibited. It isan unlawful employ-
ment practice lor an employer to discriminate
against a workman with respect to hire or tenure
or any term or condition of employment because
the workman has applied for benefits or invoked
or utilized the procedures provided for in ORS
G56.001 to 656.794 and 656.802 to 656.824, or of
659.400 to 659.435 or has given testimony under
the provisions of such sections. 1197.1 c/fifi0 §4|

659.415 Reinstatement of
receiving compensable injuries; certifi-
cate of physician evidencing ability to

work; effect of collective bargaining
agreement. (1) A worker who has sustained a
compensable injury shall be reinstated by the
worker's employer to the worker's former posi-
tion of employment upon demand for such rein-
statement, provided that the position is available
and the worker is not disabled from performing
the duties of such position. If the former posi-
tion isnot available, the worker shall be reinstat-
ed in any other position which is available and
suitable. A certificate by a duly licensed physi-
cian that the physician approves the worker’s
return to the worker’s regular employment shall
be prima facie evidence that the worker is able to
perform such duties.

(2) Such right of reemployment shall be
subject to the provisions for seniority rights and
other employment restrictions contained in a
valid collective bargaining agreement between
the employerand a representative of the employ-
er's employes.

(3) Any violation of this section is an unlaw-
ful employment practice. [1973 ¢.660 §5; 1979 ¢.813
81,1981 ¢.874 §14]

659.420
er in other available and suitable work;
certificate of physician; effect of collec-
tive bargaining agreement. (1) A worker
who has sustained a compensable injury and is
disabled from performing the duties of the work-
er’s former regular employment shall, upon
demand, be reemployed by the worker’s employer
atemploymentwhich is available and suitable.

(2) A certificate of the worker’s attending
physician that the worker is able to perform
described types of work shall be prima facie
evidence of such ability.

(3) Such right of reemployment shall be
subject to the provisions for seniority rights and
other employment restrictions contained in a
valid collective bargaining agreement between

0

217

T3
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10 Discrimination against worthe employerand a representative of the employ-

er's employes.

4)

ful employment practice.

&

[1973 cqro 8fi, iy?!i c.hiii

Discrimination against

tally or physically impaired persons in
employment or public accommodation
prohibited; mental disorder treatment not
evidence of inability to work or manage
property. (1) For the purpose of ORS 659.400

659.425

worker 659.435, it is an unlawful employment prac-

tice for any employer to refuse to hire, employ or
promote, to bar or discharge from employment
or to discriminate in compensation or in terms,
conditions or privileges of employment because:

(a) An individual has a physical or mental
impairment which, with reasonable accommoda-
tion by the employer, does not prevent the per-
formance of the work involved;

(b) An individual has a record of a physical
or mental impairment; or

(c) An individual is regarded as having a
physical or mental impairment.

(2) Itisan unlawful employment practice for
an employment agency to fail or refuse to refer
for employment, or otherwise discriminate
against, any individual because that individual is
a handicapped person, or to classify or refer for
employment any individual because that individ-
ual is a handicapped person.

(3) It isan unlawful employment practice for
a labor organization, because an individual is a
handicapped person, to exclude or to expel from
its membership such individual or to discrimi-
nate in any way againstsuch individual.

(4) It is an unlawful practice for any place of
public accommodation, resort or amusement as

Employment of injured w or#efined in ORS 30.675, or any person acting on

behalf of such place, to make any distinction,
discrimination or restriction because a i.ustomer
or patron is a handicapped person.

(5) Receipt or alleged receipt ot treatment
for a mental disorder shall not constitute evi-
dence of a person's inability to perform the
duties of a particular job or position, or of a
person's inability to acquire, rent or maintain
property. (1973 c.660 §7; 1979 c.640 §3)

659.430
icapped persons in real property transac-
tions prohibited; advertising discrimina-
tory preference prohibited; assisting dis-
criminatory practices prohibited. (1) No
person because the purchaser, lessee or renter is
a handicapped person shall;

Any violation of this section is an unlaw-

men-

Discrimination against hand-
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Bill NO.  senate sint 61 . Date April 23, 1987

Tltle "An Act relating to rights of injured ContaCt Jacque McClintock
state employees." 465-2790

The Department of Labor supports this legislation which provides rehire rights
for injured state employees.

Under the provisions of this bill, the state is required to reemploy an
injured state employee in the former job position if the employee is medically
able to perform the duties of the position or, if not medically able, to
rehire the employee in a modified or comparable position. This bill applies
to all state employees who have sustained an occupational injury or 1illness
and who wish to return to work for the state.

This bill will afford return to work protection for injured state employees,
and should, overa®l, reduce the state"s costs of workers™ compensation by
returning injured and disabled employees to suitable gainful employment.

APPROVED:

POSITION PAPER/Deartvert L
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Alaska State Legislature
Representative Niilo Koponen

Pouch V 542 4th Avenue, Suite C
Juneau, Alaska 99811 Fairbanks, Alaska 99701
(907) 465-4992 (907) 456-8161

MEMORANDUM
TO: HOUSE LABOR 5 COMMERCE SUBCOMM
FROM: REPRESENTATIVE NIILO KOPONEN
DATE: 5 MAY 1987
RE: Amendment to CSSB 64 (Rules) am

| suggest the following amendment, by insertion into Section
39 of the bill:

(2) "business enterprise”™ means a single
proprietorship, corporation, cooperative, firm, partnership,
or other association of persons organized in any manner, for
any creditworthy business purpose [OTHER THAN ON A NONPROFIT
BAS ISJT



This memorandum analyzes CS for Senate Bill No. 64 (Finance) "An Act
relating to the Alaska Industrial Development and Export Authority; and
providing for an effective date."

The legislation would accomplish three main objectives.

1 Creating an export financing program as a major focus of the
Alaska Industrial Development and Export Authority (previously
called "AIDA" and hereafter called "AIDEA";

2. Emphasizing small business enterprises in the AIDEA statutes; and

3. Providing a mechanism for infrastructure development 1in certain
cases with no financial risk to the State of Alaska.

These are the key parts of the bill. Additionally, throughout legisla—
tive consideration of this bill, one other issue has been discussed - at
what point should the Legislature be required to approve AIDEA participa—
tion in certain types of projects on an equity basis? CSSB 64 (L & C)
placed this point at $50 million, CSSB 64 (IT) required legislative
approval for any project, while CSSB 64 (Finance) places the line at $10
million. It is the strong feeling of the administration that AIDEA could
effectively do its work on any of the proposed scenarios, but that over—
all economic development efforts for the state would be seriously

hampered if the bill were to become stalled over a point.

A sectional analysis follows:

SECTION 1 amends the statutory section (AS 44.88.010) setting forth
legislative findings and policy with respect to AIDEA. It inserts
references to "export small business"™ enterprises throughout the section
to give emphasis to these types of enterprises as the target of AIDEA"s
financing assistance. It also inserts four new paragraphs of findings
(on pages 1 and 2 of the bill) relating to the importance to the state’s
economy of expanding and facilitating financing for export businesses in
Alaska.

On page 3 of the legislation (still a part of Section 1), new language
provides a finding that it is in the public interest to encourage export
activities by providing financial assistance for such activities in
cooperation with federal, state and private institutions. This new
language also provides a finding that it is in the public®s interest to
give AIDEA the power to acquire ownership interests iIn certain types of
projects and to issue taxable, as well as tax exempt, bonds to accomplish
its statutory purposes.

SECTION 2 adds a new subsection to the findings and policies section

(AS 44.88.013). The new subsection finds it to be a policy of the state
and a public purpose to provide financial support, in cooperation with
federal, state and private institutions, to increase the export of Alaska
goods, entrepreneurial talent, raw materials, and services.

Page 1 of 7
5654m



SECTION 3 creates a new statutory section (AS 44.88.060). This new
statutory section creates the AIDEA revolving fund. The intent is to
create a single fund into which all of AIDEA"s assets will be deposited.
Within the revolving fund, there will be the economic development
account, the enterprise development account, and a number of other
accounts. There are provisions later in the legislation defining AIDEA"s
ability to use assets of these various accounts. The revolving fund is
created as a revolving fund so that payments on loans purchased or held
by AIDEA in the fund can remain there and be used for AIDEA"s purposes
without necessitating an annual legislative appropriation.

SECTION 4 relates to the statement of AIDEA"s purposes and contains
provisions substantially similar to those described with respect to
SECTION 1; that 1is, it adds references to export and small business
enterprises in connection with AIDEA"s purposes, and it adds new para—
graphs which contain statements of AIDEA"s purpose with respect to
exporting transactions (such as to foster the expansion of Alaskan
exports, to cooperate with ocher organisations for that purpose, to
provide a source of guarantees, and so on). This amendment also (in
paragraph (2) on page 5 of legislation) provides a reference to the
statute which specifies the types of projects in which AIDEA may take an
ownership interest.

SECTION 5 amends AIDEA"s general powers (AS 44.88.080) by inserting
language to clarify that AIDEA"s power to issue bonds includes the power
to incur debt generally.

SECTION 6 also amends the general powers section; it adds new powers
relating to financing and assisting export transactions, including the
power to participate with other programs pertaining to the exportation of
Alaskan goods, services or raw materials, the power to provide export
finance training to its staff, the power to coordinate with various,
federal programs, and the power to guarantee loans to qualified

exporters. This section also adds, as a general statement of AIDEA"s
powers, the power to provide financing assistance for small business
enterprises.

SECTION 7 amends AIDEA"s administrative procedure statutory section

(AS 44.88.085). This amendment is a new technical, clean up matter
reflecting the addition of new powers and purposes for AiIDEA and, there—
fore, the need to adopt regulations in addition to those currently
referenced in (b) - (e) of AS 44.88.085.

SECTION 8 repeals and reenacts AS 44.88.085(c). Generally speaking, this
part of AIDEA"s statutes 1is intended simply to establish a procedure for
the adoption by AIDEA of its regulations. The current provisions of

AS 44.88.085(c) include both a general power to adopt regulations and an
express duty to adopt regulations with respect to certain matters. |In
SECTION 12 of the legislation (to be discussed below), additional matters
are set forth with respect to which AIDEA will have an express duty to
adopt regulations. The repeal and reenactment of AS 44.88.085(c) in this
section of the legislation 1is necessary to preserve the general power to
adopt regulations while also moving the statement of matters as to which
AIDEA must adopt regulations to Ve same part of the statute as those
matters described in SECTION 12.
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SECTION 9 makes the same changes to AS 44.88.085(d) as those made to
AS 44.88.085(a) under SECTION 7 (described above).

SECTION 10 makes the same changes to AS 44.88.085(e) as described in
SECTION 9.

SECTION 11 makes the same changes to AS 44.88.085(f) as described in
SECTION 9 and also makes a minor drafting style correction.

SECTION 12 (beginning on page 9 of the legislation) creates a new sub—
section (g) to AS 44.88.085. This new subsection contains those matters
(referred to in connection with SECTION 8 above) as to which AIDEA must
adopt regulations under the current provisions of AS 44.88.085(c).
SECTION 12 also creates a new subsection (h). Subsection (h) directs
AIDEA to adopt certain regulations in connection with 1its program for
encouraging the export of Alaska goods, services, and raw materials.
These regulations must establish criteria for eligibility of exporters
under the program, set forth equity and collateral requirements, and
include other similar matters.

SECTION 13 amends AIDEA"s statutory section pertaining to the issuance of
bonds (AS 44.88.090). The changes made to AS 44.88.090(a) by this
section are intended to set forth clearly that AIDEA"s bond issuance
powers also extend to the issuance of bonds for AIDEA"s development
project financing. The term "development project” is defined later in
the legislation and contemplates those projects into which AIDEA may take
an ownership interest.

SECTION 14 repeals and reenacts AS 44.88.090(e). The reason for the
repeal and reenactment is to reorganize the subsection into a clearer
form. Otherwise, the changes made in that subsection are only for the
purpose of making it clear that AIDEA"s bond issuing power extends to its
export financing program and development project program, as stated
above, with respect to SECTION 13.

SECTION 15 makes the same amendment to AS 44.88.090(g) as described with
respect to SECTION 14.

SECTION 16 makes the same amendment to AS 44.88.090(h) as described with
respect to SECTION 14.

SECTION 17 amends the statutory section authorizing AIDEA to enter into
agreements with trustees (AS 44.88.100). Again, the changes are intended
to make it clear that AIDEA"s power to enter into agreements with
trustees applies to its programs for export and development project
financing.

SECTION 18 amends AIDEA"s capital reserve fund statute (AS 44.88.105).
The capital reserve fund created in AS 44.88.105 can be used by AIDEA to
secure 1ts bonds, but there are some limitations on that use. One of the
limitations is the requirement in AS 44.88_.105(f) that at least 20% of
the principal amount of a loan be retained by the originating institu—
tion. The amendment makes it clear that this limitation applies to bonds
issued under the export program.
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SECTION 19 amends the statute that contains the state®s pledge not to
limit or alter AIDEA"s power to fulfill contracts it enters into with
bondholders and federal agencies. The amendment makes it clear that this
pledge applies also with respect to export and development project
financing. The amendment also contains some minor drafting style correc—

tions.

SECTION 20 amends the statute that exempts AIDEA®"s property from local
taxation (AS 44.88.140). The amendment again is for clarification pur—
poses, the intent being to make it clear that the provisions of this
statute apply also to development projects financed by AIDEA. The amend—
ment contains a few minor drafting style corrections. Provisions have
also been made for AIDEA to report annually to the Governor and the
Legislature the extent of holdings the authority has which are tax exempt.

SECTION 21 amends the statutory section which created the enterprise
development fund (AS 44.88.155). The amendment turns the "fu".J1 into an
"account"™ within the revolving fund created in SECTION 3 (as discussed
earlier).

SECTION 22 amends AS 44.88.155(b) to reflect the change described in
SECTION 21.

SECTION 23 amends AS 44.88.155(c) to reflect the change described in
SECTION 21. In addition, the amendment made in this section contains a
minor drafting style correction.

SECTION 24  amends AS 44.88.155(d) to provide that the various loan limi—
tations set forth inthis subsection apply only to loans financed with
assets of the enterprise development account.

SECTION 25 amends AS 44.88.155(e) to reflect the change describedin
SECTION 21  and tomake a minor drafting style correction.

SECTION 26 amends AS 44.88.155(F) to reflect the change describedin
SECTION 21. This amendment also adds language at the end of that sub—
section to make it clear that AIDEA may pledge assets of the enterprise
development account only to secure bonds issued for the financing of
"projects,” a term which is defined in AS 44.88.220. Accordingly, bonds
issued for the financing of development projects and exporting trans—
actions cannot be secured by pledges of the assets of the enterprise
development account.

SECTION 27 amends AS 44.88.155 by adding a new subsection (h) to make it
clear that the provisions of that section (and, thus, the provisions
relating to the enterprise development account) apply only with respect
to loans purchased for "projects" under AS 44.88.155 - 44.88.159.

SECTION 28 amends the statute that creates AIDEA"s loan insurance account
(AS 44.88.157). The amendment takes the loan insurance account out of
the enterprise development fund and puts it in the revolving fund. The
amendment also limits the application of the loan insurance account to
the financing of projects under AS 44.88.155.
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SECTION 29 amends AS 44.88.157(b) to conform to the amendment described
in SECTION 28 which limits the application of the loan insurance account
to the financing of projects under AS 44.88.155.

SECTION 30 amends AS 44.88.157(k) to reflect the changes described in
SECTION 29.

SECTION 31 amends AS 44.88.157(1) to reflect the changes described in
SECTION 29.

SECTION 32 amends the small enterprise loan account statute

(AS 44.88.158). The amendment inserts the phrase "small business enter—
prise”™ 1in place of small enterprise, and it takes the ar- junt out of the
enterprise development fund and puts it into the revolving fund.

SECTION 33 amends AS 44.88.158(b) to reflect the changes made in SECTION
32. The amendment in this section also permits AIDEA to purchase or par—
ticipate in the purchase of loans to small business enterprises without
being limited to purchasing only the portion guaranteed by the federal
government. However, with respect to language in AS 44.88.158(b) relat—
ing to the purchase of those guaranteed portions, the amendment in this
section adds a permission to AIDEA to purchase the guaranteed portion of
a loan made to pay the cost of an exporting transaction for a small busi—
ness enterprise. The amendment in this section also contains a minor
drafting style correction.

SECTION 34 amends the statutory section which sets a formula for how
AIDEA must determine interest rates on loans it purchases (AS 44.88.159).
The amendment makes it clear that this applies only to projects purchased
under AS 44.88.155 - 44.88.159 (that is, projects purchased with assets
of the enterprise development account).

SECTION 35 makes the same :hange with respect to the economic development
fund (AS 44.88.172) as SECTION 32 makes with respect to the enterprise
development fund; that is, it turns it into an account of the revolving
fund. The amendment made 1in this section also makes it clear that the
economic development account may be used only for the financing of
"development projects,” a term which is defined in SECTION 37 (discussed
below). The economic development account is the source of financing for
the projects that AIDEA expects to own or operate. The amendment
includes language which (1) prohibits the pledge of assets in the enter—
prise development account (AS 44.88.155 - SECTIONS 21 through 27) in
connection with the financing of a development project, and (2) directs
AIDEA to make the financing assistance offered under the economic
development account in the form of a loan to the maximum extent possible.
The latter provision is in AIDEA"s current law, but it is codified with
the temporary and special acts. This amendment places it in the perma—
nent statutes. Finally, the amendment in this section also includes a
minor drafting style correction.

SECTION 36 requires AIDEA to obtain legislative approval for issuance of
bonds for the acquisition, financing or operation of a development
project.

Page 5 of 7
5654m



SECTION 37 amends the statute which provides certain exemptions for AIDEA
from the operation of other statutes (AS 44.88.159). The amendment in
this section would exempt loans purchased or financed in whole or in part
by AIDEA from the operation of the state"s usury law. It would also make
it clear that a guaranty by AIDEA in connection with its export financing
program is not insurance for purposes of the state"s insurance code.

SECTION 38 stipulates that the authority may not charge a penalty for
prepayment of a loan after five years from the inception of the loan.

SECTION 39 defines authority as the Alaska Industrial Development and
Export Authority.

SECTION 40 amends the definition section of the AIDEA statutes

(AS 44.88.220). It adds new definitions for "development oroject” and
"revolving fund.” The development project definition includes those
facilities described in paragraph (A)(i) of the definition of "project”
under AIDEA"s current statutes. The intent is to define development
projects (that is, those projects with respect to which AIDEA may acquire
an ownership interest) to include the basic resource development and
infrastructure types of projects. The definition of revolving fund
refers to the revolving fund created under SECTION 3.

SECTION 41 adds new provisions to AIDEA"s statutes. The new provisions
will become AS 44.88.300 - 44.88.390 and will relate to export assistance.

Under AS 44.88.300, AIDEA would work with financial institutions to
determine which exporting transactions qualify for AIDEA assistance. The
AIDEA assistance would be provided in the form of a guaranty of a loan
for the exporting transactions.

Under AS 44.88.310, the transaction would qualify only if it has some
significant contact with or benefit to the State of Alaska. That contact
or benefit, generally speaking, would have to be in the form of a minimum
percentage (25%) of the transaction resulting in the sale of Alaska
materials abroad, the rendering of services abroad by an Alaska business,
or providing similar benefits.

Under AS 44.88.320, AIDEA could guarantee up to 90 percent of a loan made
to finance a transaction that qualifies under AS 44.88.310, but AIDEA
would first have to find that the guaranty is reasonably necessary to
stimulate or facilitate the making of the loan.

Under AS 44.88.330, the financing institution involved in the transaction
would be required to make the first credit investigation with respect to
the transaction.

Under AS 44.88.340, AIDEA would be required to keep confidential
sensitive information about the transaction or the exporter involved in

the transaction confidential.

Under AS 44.88.350, AIDEA would be allowed to establish fees by regula—
tion to cover the costs of administering the export assistance program.
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Under AS 44.88.360, a guarantee issued by AIDEA for an export transaction
would guarantee against political or commercial loss of principal and
interest on an eligible export transaction.

AS 44.88.370 would make it clear that a guaranty does not constitute a
general obligation of the state.

AS 44.88.380 would shield officers, employees and agents of AIDEA from
personal liability in connection with any guaranty AIOEA issues.

Under AS 44.88.390, the guarantee could be secured by an export insurance
account into which AIDEA could deposit bond proceeds issued for the pur—
pose as well as other amounts appropriated to AIDEA.

SECTION 42 directs the revision of statutes to change the name throughout.

SECTION 43 repeals subsection (c) of the statutory section amended by
SECTIONS 32 and 33 (that is, AS 44.88.158). This repealer cleans up some
outdated language and facilitates the financing of small business enter—
prises. SECTION 42 also repeals the requirement for legislative approval
of each project financed from the economic development account; however,
the bill retains the requirement elsewhere for legislative approval of
any project over $50,000,000 in size. SECTION 42 also repeals the AIDEA
multifamily statutory section (AS 44.88.156).

SECTION 44 provides an immediate effective date.
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SESSION

FISCAL NOTE
Dill Version :

REQUEST: Publish Date :

RevisionDate:  April 8, 1987

Title: An Act relating to the Alaska
Industrial Development Authority

Sponsor:  Kelly, Kerttuia, talks, et al.

Components
F.equestor: P

KXPKNNITURKS/RF.VENUKS:  (Thousands ofDollanrt

OPERATING FY 87 FY 88 FY 89 FY 90
PERSONAL SERVICES 65.0 65.0 65.0
TRAVEL _ 10.0
OONTRACFUAL .. j@d Rﬁ_ ]
SUPPLIES sn N \Fﬂ)
EQUIPMENT rno* M0 ILL

LAND & SI"RUCTURES
GRANTS, CLAIMS
MISCE1J-ANEOUS

TOTAL OPERATING

1199 95.0 95.0

CAPITAL i 16,000.0

31,095.0 36,095.0

REVENUE 16,110.0

FUNDING: (Thousands ofDollars)

GFNERALFUND
FEDERAL FUNDS
OItER
ITTIAL

POSITIONS:

FULL-TIME 1 1 1
PART-TIME
TEMPORARY

16,110.0 31,095.0

ANALYSIS @ (Attach a separate page if necessary)

See Attached.

Prepared by: . .
Division: Alaska Industrial Development Authority  Date:

Date:

Distribution (by preparer ):
Legislative Finance
Legislative Sponsor
Requestor
01lice of Management and Budget
Impacted Agency(ies)
Senate Secretary

5381w4887C

FY 91

36,095.0

36,095.0 3b,09b.U

Bert Wagnnn.” Executive Director Phone :

CSSB M (RULES !

Commerce & Econ. Dev.
BRU =*as”ca” industrial Uev. Autn.

FY 92
65.0 65.0
10.0 10.0
15.0 15.0
5.0 5.0
n.n 0.0
95.0 95.0

31,000.0 36,000.0 36,000.0 36,000.0

36,095.0

3b,U90.U

274-1651
Apri 1 8 1987

Apri 1 8, 1987



FISCAL NOTE CSSB 64 (RULES)

ANALYSIS

Should this bill become law, the costs to be incurred in operating the
expended program are subject to the demand. The figures in the note are
estimates of what may occur under this legislation. It is intended that the
operating costs would be absorbed into the existing budget of the Authority
so that no increase above the current requested budget would be required.
This 1is possible due to the fact that the Authority currently holds a
position vacant that could be utilized to handle many of the functions
required by this bill.

All funds, botli operating and capital, would be Authority program receipts
with no general fund appropriation required.
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REP. TERRY MARTIN

ELECTIVE DISTRICT 13
MOUNTAIN VIEW
RUSSIAN JACK SPRINGS
NUNAKA VALLEY
ELMENDORF AF.B.
CREEKSIDE

Alaska House of Representatives

April 15, 1987

Rep. Dave Donley, Chairman
House Committee on

Labor & Commerce

P.O. Box V

Juneau, Alaska 99811

Dear Rep. Donley:

APR 16 $87

HOME

3960 REKA ORIVE-B6
ANCHORAGE, AK 99508
PHONE 333-6990

DURING SESSION

P. 0. OOXV

STATE CAPITOL BUILDING
JUNEAU, AK 99811
PHONE 465-3783

As your records will show, HB 60, relating to export
financing under the Alaska Industrial Development Authority,

was referred to Labor & Commerce on January 21.
requested in early February that the bill be heard,

scheduled.

At the same time, the Senate version of the bill,
moved fairly easily through that body, and now awaits a

Although 1
it was not

SB 64,

hearing In your committee. I am asking with this letter that

you bring the bill up, consider the substantial
provide the economy, and ask your committee to act on

it would
it.

To. refresh your memory, these bills amend AIDA statutes

to allow that agency to become more deeply involved
financing, development and insurance of export products.
Although the bill is considerably revised from

in the

its original

version, and now incorporates many changes desired by the
Cowper administration, |1 continue my wholehearted support of
it because 1 believe it will provide services we currently

lack.

I hope you will act on SB 64 as soon as possible.
know, the end cf the session is rapidly closing
it would be beneficial to the economy to have the bill

before we go home.

Thank you for your consideration of this request.

Best regards

TMZ Jwm
cc: Senator Kelly

As you
in on us, and
enacted
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HOUSE COMMHTEE REPORT ;

>(7) » "y X
Date referred: 3/27/87 LLFURTHER REFERRALS! Judictiary
Finance
DATE. V /Z /87
The Labor & Commerce Committee has considered  CSSB 87 (L&c)

“"An Act relating to the credit card interest rate that may be charged by
certain financial institutions."

[ ] the same title
[ 1 a new title

[ 1 replace with

[ ] attached amendment(s)
do pass
do not pass
no recommendation
individual recommendations
additional referral to the Committee

ADOPTS: [ 3 letter of iIntent

ATTACHES HEW FISCAL NOTE(S) :

[ 1 fiscal impact [ ] same as previous fTiscal note
[ ] zero fiscal note published
[ J zero with analysis [*] same as previous zero fiscal

note published <3//7°3/1']
SIGNING OTHER RECOMMENDATIONS:
(JLAJI/E Tty
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INTERNATIONAL CONSUMER RESEARCH INSTITUTE

RESEARCH AND PROGRAMS TO ADVANCE CONSUMER INTERESTS

Jo DcMars MEMORANDUM TO: Consumer Colleagues
Executive Director

Henry S. Rcuss Federal Plaza FROM -

Ro_om 1201

Milwaukee, W[ 53203 SUBJ -

J141271-147-)
DATE: January 26J.1987>/

L am pleased to share with you the results of a major piec of
research that I hope will be of real value in the growing consumer effort
to bring down t.he excessive interest rates being <charged on many bank
credit cards.

As you may know, the International Consumer Research Institute
recently sent a questionaire across the country to find out what people who
care about <consumers think of credit card interest vrates, Weil
almost wunanimous -- 95 percent of those who responded said rates-arp

high.

What would be a fair rate ? The overwhelming majority s/aid 12 percei/l
or less. That’s fully six percent below the national aveVage for ba"nk

credit cards.

We thought it was important to get this information out to the media
right away. We also thought it was important to get to the media the "real
numbers™ on who is charging what. So we contacted one of the companies
that survey banks.

We now have, two solid pieces of information for the media. We have our
own public opinion survey of consumer Jleaders who are virtually unanimous
in saying rates are excessively high, and "rate data" for individu.nl
banks.

The ICRI has put this information together in a news release and
mailed it to the media. Enclosed is a copy of what we sent.

If you are planning to be in contact with media in your area as part
of the national effort announced earlier this month, please urge those
journalists to publish the information that consumers really need on bank

card rates.

And if our organization can be of any xissistance to you 1in your own
efforts to mount the fight against high credit card interestVates, write
or call me here in Milwaukee. We have access to morecl™t-er’; and can also
share with you a copy of a study done "wgdTi_.the- UnTvexs-i-t-y""""of Wisconsin
Center for Consumer Affairs that shows how Im"portan®E it 1is to get a strong
educational effort going.

When you realize that today there are banks charging as much as 22
percent interest on consumer credit cards, while their "best customers" g-f
loans at a prime rate of 7.5 percent, you also, realize how 1important il is
to get this information out...and get it out quickly.



INTERNATIONAL CONSUMER RESEARCH INSTITUTE
Henry S. Reim Fedenl P1*m. Room 1201; Milwaukee. W1 33203

FOR RELEASE FOR INFORMATION:

JANUARY 29, 1987 Ed Dooley
Christopher Smith

(202)659-5656

CONSUMER LBADBRS SAY BANK CARD RATBS TOO HIGH

MILWAUKEE, WI., January 29, 1987 -- America’s consumer
leaders are virtually unanimous in their belief that credit
card interest rates are too high, with the overwhelming
majority saying that an annual rate of no more than 12
percent is "about right", according to a survey released

here today.

The survey, conducted by the International Consumer Research
Institute (ICRI), found that 95 percent of the respondents
believe banks are charging excessive interest rates on
credit cards. When asked what rate they believed was "about

right", 82 percent said 12 percent or less.

"At a time when the prime rate has fallen to 7.5 percent and
lots of ci~ loans are even lower, it’s unbelievable that the
national average for bank cards 1is still more than 18

percent,”" Jo DeMars, executive director of the ICRI, said.

DeMars noted that despite the dramatic drop 1in general
interest rates over the last five years, credit card
interest rates have actually risen. In 1980, when the prime

rate stood at 18.39 percent, the average credit card



CONSUMER LEADER SURVEY

PAGE TWO

rate stood at 17.31 percent. Today, the prime rate is down
more than 10 percentage points, but credit card rates have
gone up. The national average 1is over 18 percent, and some

banks charge in excess of 22 percent annually.

The nationwide survey of consumer leaders was undertaken
between January 5th and 23rd, and results are being released
to coincide with the efforts of a coalition of six national
consumer organizations who are urging Americans to fight
high credit card interest rates (see attached Wall Street

Journal story).

These consumer organizations are advocating a national
information and action campaign to convince consumers to
switch to lower interest cards. A survey conducted a year
ago found that consumer leaders believe Americans do not
have the kind of comparative information they need to make

informed decisions about which cards are the best value.

As a consumer 1issues organization, the International
Consumer Research Institute has been working with state and
national consumer groups, as well as Bank Credit Card
Observer, a leading industry newsletter, to disseminate

information on credit card interest rates and terms.



CONSUMER LEADER SURVEY

PAGE THREE
ICRI believes that forewarned is forearmed - and only the
informed consumer 1is forewarned. Enclosed with this

release, 1is a table showing the wide range of rates and
terms available to users of bank credit cards. All of the
cards listed in the table are available nationally. Banks

in your city can provide rates and terms available locally.

With the average bank card interest rate for January in the
nation in excess of 18.00 percent, reflecting a spread of
10.50 to 22.20 percent, American consumers have real credit

card options, but only if they know what these options are.



Journal to List Rates
On Bank Credit Cards
In Table Each Month

UVo W all Sthektlourn al_SIO//R.p(ther

NEW YORK - Beﬁmnlng today. The
Wall Street Journal will publish a monthl¥
table of selected hank credit card interes
rates and terms. _

The table, prepared by Bank Credit
Card Observer, a newsletter ﬂubhshed in
Iselin. N.J.. will list banks with the lowest
rates on credit cards such as Visa and
MasterCard among about 200 banks sur-
veyed. Al of the banks listed make their
cards available to customers nationwide.
For each bank, the table will list the an-
nual fee to cardholders and the grace pe-
riod, or time after purchases during which
interest isn't charged, ,

The table also will list bank credi' cards
available nationwide that char?e no annual
fee. Such cards may be of inferest to the
approximately 36% of cardholders, by the
newsletter's “estimate, who r[])ay their
credit-card balances in full each month.

Currently, the survey shows only two
no-fee cards, issued by’ Mercantile Trust
Co. and Cenierre Trust Co.. hoth based in
St. Louis. They carry interest rates of
19.8% and 22%. respectively.

_ The lowest rate in this month’s survey
is 104% on cards issued by three Arkansas
hanks. Arkansas law limits credit-card in-
terest to five percentage points above the
Fetojeral Reserve's discount rate, currently

Bank credit-card rates have drawn in-
creasing attention recently. Last week, a
coalition of consumer groups launched a
campaign to encourage consumers to
switch away from hlgh-!nte,rest cards. And
the treasurér-elect of lllinois has criticized
First National Bank of Chlcatt;o for the
198% rate it charges-a rate typical
among large banks with major market
shares in the credit-card business.
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\Consumer Groups Increase the Pressure
On Banks to Lower Credit Card Rates

By John R. Dorfman

StaffReporter of T iik W all StiiektJournal

Consumer groups steﬁped up their pres-

sure yesterday (or banks to lower credit

card Interest Tates.

In news conferences in six cities, lead-

ers of a coalition of major consumer
groups called for consumers to "fl%ht and
Switch" téydlscardmg liigh-interest credit
cards and substituting credit cards from
other banks, , ,

"We think the big banks have just been

Plain greedy." said David Berliner, assis-

ant director of Consumers Union, based in
Mount Vernon. N.Y. He charged that most
banks have failed to lower their rates on
credit cards even though the cost of funds
is down dramatically. , ,
"It bankers ran gas stations, we'd still
gargy president of the Consumers League
of New erse¥. _ , _
_Joining in the "fight and switch" coali-
tion were the Washington. D.C.-based
groups Consumer Federation of America.
ankcard Holders of America. Public Citi-
zen and the National Consumers League.
Also in the coalition are many state and lo-
cal consumer groups.
Six Banks Criticized
For special criticism, the coalition se-
lected six large banks that it said issue
about one-fourth of the nation's credit
cards. The six were New York-based Citi-
bank, which charges 19.8% Interest on
credit card balances; San Franrisco-based
Bank of America, 19.8%; New York-based
Chase Manhattan Bank, currently 19.8%

but dropping to 17.5% on Feb. 1; New
York-based Manufacturers Hanover Trust
Co., 17.8%:; Chicago-based First National

Bank of Ch|cag10. 19.8%: and New York-
based Chemical Bank. 19.5%,

In contrast to those rates. Gary Serota,

ﬁ_resment of Bankcard Holders, said that
is groug publishes a list of some 50 banks

across the country with credit card inter-

est rates of 16.5% or less. The banks are
rouped by region. Some, but not all of
em, issue credit cards nationwide.

In the most recent survey of 200 banks

by Bank Credit Card Observer, the best in-*
terest rates available from banks that of-
fer cards nationwide were from three Ar-
kansas hanks-Union National Bank in Lit-
tle Rock, Simmons First National Bank in
Pine Bluff, and Twin City Bank in North
Little Rock. All three weré chargm% 10.5%,
in keeping with an Arkansas law that lim-
its credit card interest rates to five per-
centage points above the Federal Re-
serve’s discount rate. Republic National
Bank in Miami was charging 14%. and So-
ciety National Bank in Cleveland was
charging 14.05%. -

Representative? for the six criticized

be paying $1.40 per %allon." said Neil Fo-
W J

banks said that the rales charged arc ap-
Pro riate. "The cost of funds i less impor-
ant for credit cards than it is for other
loans." said a representative for Chase
Manhattan. “ You're dealing with millions
of small transactions, each”of which must
be processed separately."

he Chase representative also noted
that its premium cards will soon carry an
interest rate of 16.5%. and that all of its
cards offer "a substantial number of en-
hancements," such as travel rebates, colli-
s on insurance on rental cars and walver of
the annual fee when charges exceed a
threshold amount. _

Such enhancements didn't seem to
carry much weight with the consumer-
group leaders. Banks "refuse to compete
on the basis of pric " in the credit card
market, said Mr. Serota. Instead, he
charged, they compete on the basis of "un-
necessary perks" such as "qugag,e tags or
the chance to use a health club”in Singa-
pore when you travel." _

A representative for Chemical Bank
said. "We are currently conducting a re-
view of our pricing structure. We will be
|nn%va,t,|ve In responding to consumer
needs.”

A Manufacturers Hanover spokesman
said. "We were the first of the major
banks to drop our rales, from 19.8% to
17.8% in 19S5." That step was taken to re-
flect a decline in the cost of funds, he said,
and has been been well-received by con-
sumers. Manufacturers. Hanover has is-
sued more than one million credit cards
since September 1985. he said.

‘Value and Choice’

A Citibank spokeswoman said only.
"We believe our cards provide value arid
choice to the consumer."

Aspokesman for First National Bank of
Chicago said the bank believes its fee
structure is apJ)ropnate, "given the high
costs associated with providing this conve-
nient form of consumer credit." _

_A representative of Bank of America
said that the bank believes its credit card
interest rate is "below that of other major
banks in California, and competitive with
savings and loans that offer an equal
grace, or interest-free, period."

In a related development, the treasurer-
elect of Illinois. Jerome Cosentino, re-
centl¥ threatened to withdraw stale busi-
ness from First National Bank of Chicago,
a unit of First Chicago Corp., because he
considered First Chicago's 10.8% interest
rate on_credit cards too high. As reported
last Friday, First Chicago has moved to
expand its credit card operations by buy-
ing a Delaware bank. Beneficial National
Bank USA of Wilmington, from Beneficial
Corp. Delaware doesn't regulate interest
rates or annual fees on crédit cards.



RATE

BANK

FEE

CONSUMER BANK CARD CHOICES

TERMS

A representative list of banks offering credit cards nationally shows the wide range ot rates and terms currently
available. Consumers are urged to comparison shop for credit cards.

i0.50r¢

11.75%

11.007¢

M.05%

15.557¢

19.807c

1980%

19.50%

20<10%

2160%

22.20%

Rates are subject to change. This information docs not guarantee rates or terms.

UNION NATIONAL
(AR)

UNION TRUST
(CT)

CHEVY CHASE
SAVINGS (MD)

SOCIETY NATIONAL
(0R)

IDAHO 1ST NATIONAL
(ID)

CITIBANK
(.0

MERCANTILE TRUST
(MO)

BANK OF AMERICA
(CA)
SECURITY PACIFIC
(CA)

BANK ONE
(OH)

VALLEY BANK
(NV)

SOURCE: Bank Credit Card Observer, iselin, N.J.
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30 days on new
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28 days on new
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TESTIMONY BEFORE SENATE LABOR & COMMERCE COMMITEE

Mr. Chairman, my name is Wes Coyner and 1 am representing
the Alaska Bankers Association who support passage of SB87.
This bill is, in fact more of a consumer bill than a banking

bill.

What this bill will do is provide a single legal maximum
interest rate on the oucstanding balances on credit cards.

Under current Alaska law we have a two tier iInterest
rate structure which is outdated, and a relic of the days
of high interest rates and high inflation.

We now have a maximum rate of 18% on the first $1,000
owed on local bank cards and a lower rate on balances over
$1,000 that floats at five points above the federal discount
rate. The discount rate has fallen recently and this lower
rate on balances over $1,000 is now 10.5%. That is the
problem - rates are too high on balances under $1,000 and
too low on balances over $1,000.

As a result of our current two tier system approximately
150,000 Alaskans who have VISA and MASTERCHARGE cards issued
by Alaska banks, are not getting the full benefits of falling
interest rates iIn todays market.

In addition, current statute places Alaska. brinks, who
offer credit cards, at a ccmpetetive disadvantage with out
of state banks who have captured approximately half of the
Alaska credit card market. Ironically, most of those banks
charge a higher interest rate than local banks.

Further, existing law discourages Alaska banks from
issuing new cards, which iIn turn effects the number of
people employed in their card operations and forces many
Alaskans to use out of state cards at higher rates than Alaska
law allows. State .lans do not apply to out-of-state banks and
credit unions who issue cards under more liberal xaws of their
home states, iIn the case of banks, and federal regulations for
credit unions. Thirteen states have no limit and all but five
states allow rates that vary from 18% to;30%. However, the
legal maximum is not necessarily the rate charged.

As a side note, and as an example, Alaskan National Bank of
the North recently sold their credit card operations to Seattle
First National Bank. They reduced employment in that department
by 10-14 employees and now Seattle First will be offering Alaska
customers a card from Seattle at a 15% single rate not regulated
by Alaska law but by Washington state.



Existing law allows our competitors from out of state
to do things that we cannot do, and the law In iIts present
form is not beneficial to lower income consumers.

We have a situation in which most of Alaska-issued card
mowners (approximately 2/3), who carry relatively low balances,
wind up paying the maximum 18%, while a minority of the more
affluent, who qualify for the premium bank cards with larger
credit lines, can carry large balances and pay 10.5% on some
of it. Consequently, to make up for lower earnings on this
money, banks must push the rate to the maxiumu 18% on the lower
balances. This has the effect of the more affluent using the
cards as a source of cheap consumer credit and being subsidized
by the average consumer who carrys a smaller credit balance.

Our current structure has created inequities for banks
doing business in Alaska, who want to provide jobs, and for
the small or average consumer who desires a lesser interest

rate.

Passage of SB87 would correct those i1nequities.

Banks would be able to compete on even terms with out
of state banks by providing more cards to Alaskans seeking
them, thereby expanding their card base, which in turn can
lead to expanded operations and employment.

Most consumers would benefit by having one rate to
consider rather than the confusing two tier system that
now penalizes the lower balance user.

For those who are concerned about a maximum rate of 18%
as set forth in SB87, Alaska banks are presently percieved
to be an 18% card, when truely they are not. We cannot
survive with an image of having an 18% card when our
competitors are offering cards at far less.

In this regard, one of the two remaining Alaska banks
offering credit cards will commit, in todays market, to a
single or blended rate of 16.5%, or less, with passage of
SB87. Thus, i1mmediately reducing the 18% rate currently being
paid by the approximately two thirds of holders of Alaska
issued cards. Competition will certainly dictate that the
other bank review the market to protect their interest.

Oui current, out of step law, no longer protects or
benefits the average consumer, who It was designed to protect
and has put Alaska banks into a disadvantaged position against
out of state card issuers.



SB87 will correct these problems and benefit both the
consumer and the banks doing business in Alaska and creating
employment.

The earlier this suggested change can be implemented,
JF’-0 sooner banks can compete by the same basic ground rules
; out of state competitors and the sooner the consumer can

take advantage of the lower interest rate at least one bank
will commit to today and the other bank will review based

on market conditions.
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P . BANK G

ARD INTEREST RATES

. A sampe of some Anchorage banks

Company

Alaska Continental Bank

Alaskan Federal Credit Union
Alaska Mutual Bank

Alaska National Bank of the North
Alaska Pacific Bank

Alaska Statebank

Alaska USA Federal Credit Union
Fedalaska Federal Credit Union
First Federal Bank of Alaska
First Interstate Bank of Alaska
First National Bank of Anchorage
National Bank of Alaska

Rainier Bank Alaska

Alaska Bank Card Center

' Fluctuates

First 51,000
18.00%
*14.85%
18.50%
15.00%
18.00%
18.00%
¥13.90%
18.00%
18.00%
21.00%
18.00%
18.00%
15.00%
18.00%

Over $1.000 Annual fees

10.50%-
same
same
same

10.50%

10.50%
same

10.50%

10.50%
same

*10.50%

10.50%

same
1 10.50%

$20
none
$18
$18
$20
$20
$15
$20
$20
$20
$20
$20
$20
$20

Interest free period
25 days
none
21 days
21 days
25 days
25 days
25 days
25 days
25 days
25 days
. 25 days
25 days
25 days
25 days



By JANE CARTWRIGHT

Daw News reDoner

.f you're unhappy with the interest rate
Kou pay on your credit card, all you may
ave to do is drive down the street to a
different bank.
r appiv for a "cheaper" card from an
o@-of-state bank. _

Don't let the pleasure and convenience of
the credit card — perhaps the most popular
consumer invention ever — blind you to the
reality of monthly payments, say experts.
Shop around for the best interest rate, annual
fee and interest-free grace period.

Banks that issue Visa or MasterCard set
their own interest rates. Rates charged by
Anchorage banks and credit unions vary
W|de|y—lU)to 6 percent. .

Alaska USA Federal Credit Union cur-
rently charges its members
the fowest rate at 13.9 per-
cent. California-based First
Interstate Bank of Alaska
charges the highest at 21 per-
cent, o

The majority of Anchorage
banks charge "18 percent on
the first 51,000 of unpaid bal-
ance and 10.5 percent on any-
thln% abovj that. ,

The annual interest rate is
the amount the cardholder
Pays on the unpaid balance of
the char?e. Usually there’s an
interest-free or grace period
before interest is tag(%ed onto e
the balance. The length of the
%race period varies, too. So

oes the annual fee charged to
use the card.

So what? you may ask. If
so,gou’,re not alone. .

One in four Americans car-

rying bank "plastic" doesn't _
Know the rate of interest he is paylnF for the
Eleasure, according to a survey published in
the Bank Credit Card Observer, a monthly
industry newsletter.

The percentage of card holders who don't
know may, in fact, be quite a bit higher,
according “to experts. Man>(< people find- it
difficult to admit they don’t know* .

A surprlsmdg 78 percent of the 1,008 Ameri-
cans surveyed said they see their cards as
more of a convenience than a loan.
~"The new year will challenge these be-
liefs,” according to the New Jersey-based
newsletter. " Comparative shopping is
entering a new era." _

The new federal tax law calling for the
phase-out of the tax deduction on bank credit
card interest, among other things, ma%/ height-
fnttconsumer activism, according to the news-
etter,

This and other factors may lead consumers
to comparison shop for credit cards the way
they shop for best buys on appliances and
automobiles. o
e"Consumers are switching (banks) by the
millions," said Steve E. Goodman, associate
editor of the newsletter, in a telephone inter-
view. "Banks that offer low-interest rates are
being swamped by applications."

Accordlnog to the newsletter’s poll of the
nation’s 200 largest banks; the lowest interest
rate on a bank card, 10.5 percent, is offered by
the First Commercial Bank of Little Rock,
Ark. The highest. 22.2 percent, by NCNB
South Carolina in Columbia.

There's nothing to prevent a resident of
Anchorage from ap Iylng for credit cards
offered by banks Outside. In fact, many
Alaskans “do. according lo Elgie Holstein,
Washington, D.C., director of Bankcard Hold-
ers of America.

All you have to do is write to the bank and
apply foracard.

"I do know that Alaska residents, like
residents elsewhere in the countrY, are car-
r){lng credit cards issued by a local bank and
also “carrying a large number of cards issued
by out-of-state banks," he said. .

The average bank credit card interest is 18.5
percent, he said, even though interest rates on
mortgages, cars and other loans "have fallen
dramatically.”

Holstein said the variation in rates here in
Anchorage isnot unusual. _ _

"Regardless of where you live," he said,
"you should shop around for the best deal on

credit cards." _ _ _

Bankcard Holders of America will mail you
a list of bank interest rates from across ‘the
country for51.

"If ‘there’s a dispute over a charge, you
have to put it in writing," he explained. "So,
it doesn’t matter if the bank is two blocks
awa¥ 0r 2,000 miles." .

Of the 82 m|!I|onJJeopIe in the U.S. who
carry bank credit cards, almost two-thirds_ (63
percent) say they would be willing to switch

. toacard with a'lower interest rate, according

to the Bank Credit Card Observer.

Thou?h there is a push in Conﬁress for a
national ceiling on interest rates, the banking
industry opposes it. .

"Legislation is not necessary unless there is

1 evidence of a monopoly in the marketplace,”

\

said Mary-Liz Meany, Washington, D.C.

\ spokeswoman for the American Bankers Asso-

ciation. _

"With the issuance of bank
cards, this isn't true. There's
quite a lot of com petition.”

She said it’s dangerous to
compare credit card interest
rates with interest charged
for other types of consumer

I Toans,

"They (card loans) are un-
secured loans, risky loans,
more expensive to process,”
Meany said. "The cost of ad-
ministering the program s

vergv high. _

he said credit cards make
ess money for banks — 1.68
ercent of balances before
axes — than maortgages (2.24
;Jercent) installment loans

2.32 percent) or commercial

/ loans (2.9(1 percent). ,

And the fees for credit

cards are "more accurately

_ described as service rates,”

Meany said. “They are a tremendous conve-
niencé and they aré very popular.”

However, in its February issue, Consumer
Reports noted that last year consumers owed
some 570 billion in outstanding credit bal-
ances, "a virtual gold mine for card issuers,
especially those who've planted millions of

ecards in the wallets of consumers."

The magazine reports that "lenders, also
believed that consumers were not sensitive to
interest rates because they are hooked on
their cards, and the lenders felt free to charge
whateverinterest the traffic will bear."

However, sensitivity by banks may be
growing. Late last year Citibank; the largest
Issuer of credit cards in the country, dropped
its rate from 19.8 percent to 16.8 percent on its
Fremlum cards. Chase Manhattan, the third
argest credit-card issuer, quickly reduced it
reqular Visa and MasterCard accounts from
198 percent to 17.5 percent.



By law, Alaska banks cannot assess card
holders more than 18 percent interest annually
on credit balances of less than SI,000. _

For accounts with balances exceeding
$1,000, the interest rate floats 5 percenta%e
|;gomts above the discount rate set by the

ederal Reserve Bank —currently 5.5 percent.

The restrictions don’t app*y to out-of-state
banks with branches in Alaska.
~ Rainier Bank Alaska offers a 15 percent
interest rate — the same rate Rainier Bank
charges its Washln%ton customers.
tions are processed through Seattle.

Seattle First National Bank processes
transactions for four Alaska banks: Alaska
National Bank of the North (15 percent),
Alaska Mutual Bank (185 percent), Mount
McKinley (18.5 percent) and First Bank (18.5
percent).

With SeaFirst’s acquisition last month of
the bank card operation at Alaska Bank of the
North, the number of Anchorage institutions
that issue and process their own cards shrank
to three: two credit unions and a bank.

_ Competing with Alaska USA Federal Cred-
it Union’s 139 percent is Alaska Federal
Credit Union’s 14.85 percent. You must he a
member to %et a card. Alaska Federal charges
no annual fee for use of a card. However,

there is no grace period. , ,
The one bank ‘in Anchorage that issues its
own card is First National Bank of An-

chorage. The interest rate is 18 percent on the

Transac-

CREDIT: It pays to shop around

Continued from Page D-1

first 51,000 and 10.5 on anything above.
The bank offers a 25- ay grace period and
charges a $20 annual fee.

Thou%h there are only three financial insti-
tutions that issue and process their own cards,
Alaska Bank Card Center processes cards in
the name of 21 other
statewide. The centeris a wholly owned
subsidiary of NationalBank of Alaska, the
state’s largest bank.

Rates for National Bank of Alaska’s 50,000
cardholders are the same as those offered by
the First National Bank of Anchorage.

Local bank officials say they encourage
shopping around. , _
» 1 think pe_orple are becoming more cogni-
zant of the' different interest rates charged,”
said Vicki Wilts, member services manager for
Alaska Federal Credit Union.

"Before, it didn't matter. People said, ‘Give
me the card and let me do my shopping.'
We're now looking at a younger generation
the 28-to-45 age group, ‘which is educated
about how to spend money wisely." o

Joan Easley, branch _manager for Rainier
Bank Alaska, agreed. "This is a sophisticated
population that is very much aware of what

financialinstitutionmterest rates are doing," she said. "We get

calls from people who want to change cards.”

Because rates in Alaska are lower than
other parts of the country, out-of-state con-
sumers apply here for Alaska cards, said
Gloria Ragier, bank card coordinator for Alas-
ka Mutual Bank. “We get calls from East
Coast consumers two or three times a day.
People can afford to be choosy.’

IZIWrit(T

Bankcard_ Hold f America_at 333
Pennsyvan?arl] Acvaer. S.E.(,)\/\}%rS i m%r.l(g.aZ(?OO&

ashington,
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Wisconsin bank, began offer-
ing some cards at a 14.9 per-
cent interest rate, but elimi-
nated the grace period.

Consumer. Reports notes:
"Let's say you make five $50
purchases during a billing cy-
cle and ﬁay in full two weeks
before the bill’s arrival. With
the normal 25-day ?race peri-
od,you’'d owe no inferest.

"But without a grace peri-
od, those purchases would
cost you $3 to $4 in interest
evenon a card with a rela-
tively low 14.9 percent inter-
est rate."

e Variable rates. Other
banks offer a low-rate card,
but the rate is variable. Ma-
rine Midland in New York,
for examfle, offers a card
with a 149 percent variable
rate. The bank changes the
rate every quarter accordin
toa number of factors, includ-
|n? the cost of the funds. The
rate, however, is not pegged
to any outside index.

If you pay off your credit-
card "balances regularly and
don’t incur finance charges, a
much higher rate down the
line won't make much differ-
ence. But if you carry credit
balances, it could.
~ "Before looking for a cred-
it card that offers the best
features in the crazy quilt of
ﬁrlcmg schemes, consider first

ow you use credit,” the mag-

azine suggests. "If you are a
‘conveniéice’ user, who pays
off balances promptly each
month thus incurring no fi-
nance charges, grace periods
co%nt but “interest rates do
not.

"I Kou’re a true credit
user, who allows your unpaid
balances to revolve into the
next billing period, look for a
lower interest rate. And, of
course, the more heavily you
charge, the more you'll' save
with'the lower rate. _

“When evaluating credit-
card offers, look carefully at
the fine print before you sign
up. Check the annual fee.
Does the bank charge you

interest at a higher rate if you
purchase less on your card?
Are there transaction fees for
cash advances or even pur-
chases? o

"Your best bet is still with
an old-fashioned credit card
with a low interest rate, low
annual fee, and the grace peri-
od. Such offers are likely to
come from financial institu-
tions that are tr%m to get
more cards into the hands of
consumers, rather than from
banks that already have a
large credit-card “consumer
base."

Consumer ReBorts notes
that "pricing can be subtle."
~ Consider First Deposit Na-
tional Bank in Tilton, N.H. It
offered by mail a Visa card
with no annual fees, no trans-
action fees, lower minimum
monthly payments and a 1
percent rebate on every pur-
chase made with the card.

The catch?

To get the card, you had to
take out a $1,000 cash advance
at a hefty 21.9 percent inter-

est rate.
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ALASKA WOMEN'S LOBBY

POST OFFICE BOX 10-1571. ANCHORAGE. ALASKA 99510

February 11, 1987

Honorable Tim Kelly

Senate Labor and Commerce Committee
P.0. Box V

Juneau, Alaska 99811

Dear Chairman Kelly and members of the committee:

The Alaska Women"s Lobby has consistently been opposed to efforts
aimed at de-regulation or raising the legal limit on service
charges and interest rates.

We cannot agree with the Alaska Banker®s Association®s
characterization of SB 87 as a consumer bill rather than a banking
bill.

The banks propose that if allowed to raise the limit on service
charges on credit cards to a single rate of 18% per year there
would be a result in consumer savings because they would not
necessarily charge consumers the maximum allowed by law.

Over the years we have seen interest rates drop considerably as
has the Federal discount rate and holders of Alaskan credit cards
with balances of $1,000 or less have yet to experience a savings.

The supporters of SB87 claim that they must push the rate charged

on lower balances to the maximum because the lowering of the discount
rate has not allowed them to charge high enough interest on balances
over $1,000. It would seem that the lowering of the discount rate
might have resulted in increased profits for the banks if it was

not met by a decrease in interest charged to the majority of
consumers.

In previous years we have been told that if the statutes were

not changed to allow for an increased maximum rate it would force
Alaska®s banks to give up therir credit card operations and in
fact Alaska National Bank of the North did so and is now offering
Alaskan customers a card from Seattle at a 15% single rate. This
resulted in an actual benefit to Alaskan consumers.

The present two-tier system does not penalize the lower balance
user. The statutes do not mandate the banks to charge the maximum
interest rate.

One of the two remaining banks offering in-state credit cards

says if allowed to charge 18% to everyone they promise they will
reduce the rate, "in today"s market", the other bank, we are told
will consider the question. These do not seem guarantees the consumer
can count on.

-1-



ALASKA WOMEN'S LOBBY SB 87

If the two-tier system is outdated and is indeed responsible for
causing the majority of holders of Alaska issued cards to pay
18% interest rates then we would not oppose providing a single
maximum rate. That rate though,should guarantee a savings to
Alaskan credit card holders, perhaps 16%.

Or you might consider a single floating rate of a certain number
of percentage points above the discount rate set by the Federal
Reserve Bank. This way the rate could adjust to current market
conditions. Another possibility would be a choice of the higher
of the two.

Consumers are becoming more sophisticated and their choices are
broad. Some Alaskan banks are charging a 15% single rate on out
of state cards. Credit Unions offer even lower rates. There is
a push in Congress for a national ceiling on interest rates.

We do not wish to prevent Alaskan banks from competing with out
of state issuers in attracting credit card customers, but as you
consider amending our current consumer-protective statutes we
would urge you to assure tha*~ changes will result in an actual
benefit to the average consumer.

Thank you for your consideration.

Sincerely,

Sherrie Goll
for the Alaska Women®s Lobby



House subcommittee votes to limit credit card Interest

By SANDY JOHNSON

Tno Associated Press

WASHINGTON — A House subcommittee
voted Wednesday to impose an adjustable cap
on credit card interest rates that if in effect
today would set toF rates at 13.8 percent —
about five points below prevailing rates.

Along straight party lines, the Democratic-
run Banking, Finance and Urban Affairs
subcommittee on consumer affairs and coinage
agproved a ceiling of eight percentage points
apove the Yleld on one-year Treasury securi-
ties. The rate would be adjusted quarterly.
~ The ceiling, opposed by the credit card
industry and some banking regulators, now
goes to the full committee.

"Anyone who can't .
borrowing money at 5.8 percent and lending at
138 ~percent should find another line  of
work," said Reﬁ..Frank Annunzio, D-IIl., the
subcommittee chairman. _
~ Annunzio and other supporters of the ceil-
ing noted that bank credit card interest rates
have hovered at 18 percent while other inter-
est rates, such as home mortgage, auto and
corporate borrowing rates, have gradually

make a Frofit by

Anyone whg arc]itn make g

F.8p% centan LFh

INe qr Work. .

declined over the last five years. .
~"The real reason for high interest rates is
S|mP.Ie enough, and that is spelled ‘record high
profits,"™ Annunzio said.

He and others cited Visa U.S.A. Inc.’s
attempt last Week to mobilize industry criti-
cism of a new American Express "Optima"
credit card offered at 135 percent as proof
that a federal cap was necessary. A March 1
telegram from Visa President Charles Russell
ur?eq banks to “rethink your position in
offering Amerlcan_ExPress products" and call
the company to voice their opposition.

Annunzio said the Visa move "comes dan-

C

N %atl.
. gre Ireasor]

simple enough, and that is spel

rofit by barrow|ng money at
pfarr‘ ei}é Sin gr%?t%? 8@ ?s i
ed ‘record high profits. 9

— Rep. Frank Annunzio, D-IlI.

gerously close to embracing a conspiracy
approach that smacks of antitrust violations.'

'That sure sounds to me like a boycott
threat, an action in restraint of trade that may
very well be a violation of antitrust law,"
said Rep. Charles Schumer, D-N.Y.

“We can-think of no better response to Mr.
Russell’s letter than for Congress to tell Visa
and the banks that their irresponsibility
requires the enactment of a maximum legal
interest rate on credit cards," said Alan Fox,

spokesman for the Consumer Federation of
America.

But David Hunt of the American Bankers
Association argued that a federal attempt to
requlate interest rates “would lead to a
contraction in the supply of credit card cred-
it." He also said card issuers simply would
reprice their wares, perhaps raising annual-
fees orincreasing charges for late £a¥ments.

The subcommittee vote was 5-3. The panel
rejected a similar ceiling last year. .

The legislation also would require credit
card issuers to disclose key information up
front: interest rates, annual fees and the grace,
period for payment. Current law requires’
disclosure, but not until after the consumer
receives the card.

An estimated 75 million Americans hold 186
million bank credit cards. Consumers current-
ly owe about $85 billion on bank credit cards,
a 150 percent increase in four years. The
consumer federation said $15 billion of that
total pays forinterest and annual fees.

House panel moves to cap credit card interest

By SANDY JOHNSON
THE ASSOCIATED PRESS
WASHINGTON, -

, - A House sub-
committee, proclaiming a first-round

subcommittee vote, 53 annF party
lines, as good news for millions of
credit card holders.

"With the prime rate at 7.5 per-

“There can be no question now
that credit card issuers have heen
%uging American consumers,” Rep.

arles

Schumer, D-N.Y., said.

victory for consumers, launched an
attempt to impose a federal ceiling
on credit card Interest rates,

The ceiling would be set at eight
percentage points above the yield on
one-year Treasury securitie$, to be
adjusted quarterly. If it were in ef-
fect todaf, top credit card rates
would be 138 percent - nearly5Fer-
centage points ing
rates. _

Proponents hailed Wednesday's

below prevai

cent and the Federal Reserve dis-
count rate at 5.5 percent, there is no
economméustmcatlon for credit card
rates of 18, 19 and even 22 percent,"
said Rep. Frank Annunzio, D-III.,
chairman of the House Consumer Af-
fairs and Coinage Subcommittee.

"Something had to be done, and
the subcommittee has got the Fro-
cess off to a roaring start. The first
battle for lower rates has been won
by consumers," he said.

"Clearly it is time for Congress to
help bring fairness to the credit card
market."

Opponents, however, warned the
cap would simply shrink credit.

"Caps do not work," said ReP.
Chalmers Wylie, R-Ohio. "Federally
mandated caps could lead to severe
restrictions in credit." .

A spokesman_ for industry giant

Visa said the ceiling would hurt those
who most need credit.

~ "The only known result ofécaps)
is that the availability of credit I
comes reduced " Visa Senior Vice
President John Bennett said,

it be-

~ Visa came under fire at the hear-
ing for its attempt last week to mobi-
lize industry opposition to a new
American Express “Optima” credit
card offered at 135 percent.



ardwgrs may
Snoot down
Interest rates

By WILLIAM KRONHOLM

The Associated Press S

WASHINGTON — Cracks are showing in
the once-solid front of bank credit card Issu-
ers, who have long k,eﬁt interest rates _han%lng
stubbornly in the high teens,' suggesting that
the cost of buying with plastic mgy be about
to tumble. _
~American Express Co. recently fired the
first big salvo in a possible credit card war
when it unveiled its Optima card, carrying a
13.5 percent annual interest rate compared
with rates of 18 percent or more for many
Visa and Mastercard issuers.
~ More quietly, the AFL-CIO has begun offer-
ing credit cards with .no annual fee and
interest rates as low as 12.5 percent to most of
its 13 million union members.

And earlier this week, the American Soci-
ety of Travel Agents said its member agents
would begin offering consumers a Mastercard
at 10.5 pefcent beginning next month.

“I think we’re off to the races,” said John
C. Pollock, an mdu_str% analyst and publisher
of the Bank Credit Card _Observer, a New
Jersey-based newsletter. “The banks have to
be very sobered by the American Express
action, and we might well see a summer rate
war."

Asked for a prediction, he suggested aver-
age credit card rates may decline by a full
percentage point by summer’s end.

_Ray Denison, Bre_sldent of the AFL-CI0-af-
filiated Union Privilege Benefit Programs
Corp., also predicted competitive pressure
will force rates down. o

He said the labor organization has seen an
unprecedented response rate among union
members, many of whom then transfer large
amounts of h|?h-rate debt onto their new
low-rate AFL-CIO cards.

“There's no doubt there’s a ﬁreater con-
sciousness" about interest rates, he said. The
AFL-CIO is sending brochures to some 10
million members, he said, and "our mailings
are raising the consciousness of the average
card-holder." _ o _

But it's not a unanimous prediction. With
more than 80 million cardholders in the
United States, the AFL-CIO mailings will hit
only a small fraction of the market.

And Alan Fox of the Consumer Federation
of America noted the Optima is targeted at
affluent card-holders who already hold regu-
lar American Express cards. _

"We could see a big price war breaking out
at the upper levels because that's where the
Optima card is focused," he said. “But there's
still a question whether that will filter down”
to the average consumer.
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The Labor & Commerce Committee has considered

"An Act relating to increases or surcharges to automobile iInsurance
premiums.”
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Introduced: 1/28/87 5-0475A
Referred: Labor and Commerce
and Finance

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

SENATE BILL NO. bo
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to increases or surcharges to auto-
_ mobile insurance premiums."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.36.420(d) is amended to read:

(d) An insurer that increases the premium or adds a surcharge to
an automobile insurance policy shall give written notice of tne in-
crease or surcharge at Ieasllgégdays before it takes effect, stating
the reason for the change and the right of appeal under AS 21.39.090.
This ."gjsection does not apy ly to a

(1) premium increase resulting from a change requested by
an insured, if the insured is notified at the time the request is made
that the amount of the insured®j premium will change as a result of
the requested policy change; or

(@ rate approved by the director if the insureﬁ *gives
written notice of a premium increase to the insured at least ﬁé?gdays

before the renewal date of the affected policy.

Sil0088a -1- SB 88
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IT this subsection 1i1s read literally, it could be
interpreted to require an insurer to send an insured a state-
ment of reasons for change iIn premium and a statement of the
notice of right to appeal every time a premium IS increased,

regardless of the reason for the premium increase. Such a
requirement- would significantly effect the practical conse-
quences of the way we presently do business. For example,

when a general vrate 1increase 1is approved by the Division of
Insurance, our 1insureds receive at least TfTifteen days notice
of this 1increase, and a brief explanation of the reasons for
the increase. To present an insured with a statement telling
them that they have a statutory right to appeal a premium
increase already approved by the Division of Insurance is
illusory, because the Department has already approved the
increase. It in fact would be illegal for us to charge
anything but the approved rate. To suggest by means of a
notice that our 1insured has a right of appeal not only 1is
misleading, but could generate wasteful litigation and/or
administrative hearings.

The more practical problems we face are where our
insured calls and tells us that he has either added a youthful
driver to his policy or purchased a new car. IT we follow the
literal dictates of the present statute, we simply would not
be able to accept coverage in either instance until at least
fifteen days after the request was made 1iIn order to assure
that our insured has been informed of his proper statutory
right of notice and appeal. The same would be true of where
our 1insured moves to a higher rated area. We would not be
able to accept coverage unless our insured is able to contact
us early enough so we can provide the fifteen day notice of
increase and right of appeal. We do not believe that anyone
intended AS 21.36.420 to have -this effect, and we believe
House Bill 476 would correct this ambiguity and thus urge its
passage.

The present version of House Bill 476 requires
written notice of the increase stating the reason for the
change and the right of appeal 1iIn all instances except to:
(1) a premium increase resulting from a change requested by an
insured if the 1iInsured is notified at the time of the request
that hisor her premium will change, or (2) a rate increase
approved by the Director if the insurer gives written notice
to the 1insured of the rate 1increase at least fTifteen days
before the expiration date of the affected policy, which 1is
when the increase would of course take effect. We do not
believe these changes would affect 1in any way the original
intent which prompted the enactment of AS 21.36.420. On the



Hughes Thorsness Gantz Powell & B rundin

Senator Tim Kelly ATTORNEYS AT LAW

January 15, 1987
Page 3

contrary, HB 476 would correct a negative effect not intended
by the original legislation.

We do hope this ambiguity can be corrected this
session and kindly request you calendar the bill. We will be
happy to provide any assistance or further information you
might desire. Thank you.

Sincerely,

HUGHES THORSNESS GANTZ
POWELL & BRUNDIN

By: (s'* " i o o
Donna P. Walker

Enclosures
DPW/mh
1435A

CC: Senator Jan Faiks



CSHB 476: "An Act relating to automobile insurance premiums."

The department is in favor of this legislation. This proposal is intended
to correct a deficiency in Ch 62 SLA 1984. The sponsor of that bill was
attempting to provide an appeal mechanism for persons aggrieved by auto—
mobile insurance rate increases resulting from surcharges for an accident
or violation appearing on that person®s driving record, and which is
alleged to be inappropriate.

Alaska Statute 21.36.420(d) was structured to require a notice of all
premium increases by an insurer. The notice gives a reason for the
increase and the right to an appeal under AS 21.39.090. It is not clear
whether a notice of reason and notice of right to appeal is required on
increases resulting from other than a change in the individual driving
record. Such increases are subject to rate review and approval by the
State before use and we believe that a right to appeal on top of the
review process would be unduly wasteful of state resources.

This bill would clarify the requirement for notice by specifying the cir—
cumstances in which the notice is necessary and the scope of notice
required. It does provide recourse for surcharges or increases that are
not appropriate because a person was not convicted of a violation or at
fault in an accident. We do not object to the notice of premium increase
on approved rate filings because it is a fair thing to do. It does gener—
ate additional cost for the insurer which will ultimately be passed along
to the consumer. It is, however, a reasonable and. fair requirement.

A 0/
Ldrdn H. LounsDury, Commissioner

Department of Commerce & Economic

1t0252K



STATE OF ALASKA 1936 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.: HB 476 Agency Aflected: Division of Insurance
Title: Automobile Insurance Premium BRU:

SpOﬂSOFZ M. M. MI ller Components:

Requestor:  John L. George......
Date of request: February 19, 1986

EXPENDITURES /REVENUES : (Thousands of Dollars)
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQOUS

TOTAL OPERATING -0- -0- -0- -0- -0 - -0-
CAPITAL 0. 0. 0. 0. 0.
REVENUE -0- -0- (- -0- -0- 0-

FUNDING: (Thousands of dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0- Q- 0- 0- 0- 0-

OSITIONS:

FULL-TIME -0- -0- -0- 0- 0- 0-
PARTTIME
TEMPORARY :

ANALYSIS: Attach a separate page if necessary.

Prepared by; John L. George, Director Phone:  460~2515 e
Division: Division or 1insurance Date: February id, ig86
Approved by Commissioner: Date: February 19. 1986
Agency: Commerce, and" Economicc'np\)elnpmentr/

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page of 10/25/85

3386m2
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SB 88: "An Act relating to increases or surcharges to automobile insurance
Dremiums.’

The Department of Commerce and Economic Development is in favor of this
! legislation.

The legislation proposes to introduce two exceptions to legislation adopted in
1984. That legislation, Ch. 62, SLA 1984, enacted AS 21.36.420, which
.requires that before a premium increase for automobile insurance can be
applied, the insurer must first have sent a notice to the insured that the
increase would take place. The statute also required that an insured be
advised that he or she may request a hearing in Alaska before the insurer or
its rating organization to appeal the application of the increased rate. The
,1984 legislation provided for no exceptions.

The intent expressed during hearings held on the bill and by the sponsor was
to provide notice of any rate increase for automobile insurance and entertain
cases to provide an appeal mechanism for persons aggrieved by the rate changes
because of points or surcharges applied to an insured. The proposed bill
clarifies the notice of change provision by recognizing that there are
situations where a lengthy period between notice and application does not
really add to public protection and may, in fact, impair market availability.
For example, change of car, addition of a young driver, or additional vehicles
do increase the price of insurance and insureds know this is fact. Increases
in such cases are not a surprise and a revision to the notice provision does
not impact public protection.

=N

The real issue addressed with this proposal is the notice of a right to a
hearing when a rate increase occurs. That feature is not reasonable in those
cases where there 1is a change wrought by the insured and he is told that it
will have a rate impact, or when an increase is due to a general rate increase
which has been reviewed and approved by the Division of Insurance.

3

Our concern is that the absence of reasonable exceptions provides the
opportunity for frivolous requests for hearings that would eventually burden
the state with unnecessary hearings. This does not impair the ability of a
person aggrieved by the application of the rating system from a hearing on the
manner in which the system is applied if there is reason to believe that
another application would be appropriate.

Sk

Srrmirmeag
e oot

I. Anyiony Smith, Commissioner

Date: By FNJIFFIz

2
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version:
REQUEST, SB 88 Publiish Date:

- - . Commerce & Economic Development
Revision Date: Agency Affected: P

Title: An Act relating to increases or BRU - insurance
surcharges to automobile insurance premiums

Sponsor: Labor & Commerce Committee Components:. pUb"C PrOteCtmn

Requestor :

EXPENDITURES/REVENUES: (Thousands of Dol lars)

TRt

OPERATING Fy8 . FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES

TRAVEL " v,- . -
CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING c.o 0.0 0.0 0.0 0.0 0.0

CAPITAL [0.0 0.0 0.0 0.0 0.0 0.0

REVENUE 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERALFUNDS

OTHER
irrrA L m‘ 0.'cr- 0.0 0.0 0.0 040 040

POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page ifnecessary)

Preparedby : John_..L. George, Plrectov ffi~fe” ~ phnn,, 465-2515 ..__...
Division: Division of Insurance = < February m, 1987

Approved by Commissioner:  J. Anthony},],S |th yll(y(, ' Date February , 1987

Agency: Conmerce ahd' Economic/Devenoment

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Reguestor
Offiice of Management and Budget
Inpacted Agency(iies) page L of —
Senate Secretary
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Alaska State Legislature
Senate

Official Business Pouch V
State Capitol
Juneau, Alaska 99811

January 27, 1987

MEMORANDUM

To: Senate Labor & Commerce Committee Members

From: Senator Tim Kelly, ChairmarfT\/\"
Labor & Commerce Committee

Subject: Proposed Committee Bill regarding Automobile
Insurance Premiums

Attached 1s a copy of proposed committee legislation to clarify a
significant ambiguity regarding increases to automobile iInsurance
premiums.

Last year, HB 476, which contained identical language, unanimously
passed the House of Representatives. While favorably considered by
Senate committees, the Rules Committee was unable to place the bill
on the calendar in the closing days of the legislative session.

To my knowledge little opposition to this legislation has surfaced
and the bill enjoys the support of the Division of Insurance.

Please let me know if you have objections or concerns about
introducing this legislation as a committee bill.



BY THE LABOR AND
IK THE SENATE COMMERCE COMMITTEE

SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: “"An Act relating to increases or surcharges to auto-
mobile Insurance premiums."™
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.36.420(d) 1is amended to read:

- (d An insurer that iIncreases the premium or adds a surcharge to

an automobile insurance policy shall give written notice of the in-

12
13!

crease or surcharge at least 15 days before it takes effect, stating

the reason for the change and the right of appeal under AS 21.39.090.
: This subsection does not apply to a
® (1 premium increase resulting from a change requested by
5 an insured, 1if the insured is notified at the time the request is made
! that the amount of the insured®s premium will change as a result of
i the requested policy change; or

@ rate approved by the director if the insurer gives

B written notice of a premium increase to the insured at least 15 days
jz- before the renewal date of the affected policy.

23:



11
12
13

16

17

19
20

Offered: A/A/86
Referred: Rules

Original sponsor: M.M_Miller

by request

IN THE HOUSE BY THE JUDICIARY COMMITTEE

For

BE

CS FOR HOUSE BILL NO. A76 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
N FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL

an Act entitled: "An Act relating to automobile insurance premiums."'

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

e Section 1. AS 21.36.A20(d) is amended to read:

(d) An insurer that increases the premium or adds a surcharge to
an automobile insurance policy shall give written notice of the in-
crease or surcharge at least 15 days before it takes effect, stating
the reason for the change and the rigo™t- of appeal under AS 21.39.090.

subsection does not apply to a

(1) premium increase resulting from a change requested by
an insured, if the insured is notified at the time the request is made
that the amount of the insured®s premium will change as a result of
the requested policy change; or

(2 rate approved by the director if the insurer gives
written notice of a premium increase to the insured at least 15 days

before the renewal date of the affected policy.

CSHB AT6(Jud)
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PAGE
DATE
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TEXT

BILL
PAGE
DATE
CHAMBER
TEXT

BILL
PAGE
DATE
CHAMBER
TEXT

BILL
PAGE
DATE
CHAMBER
TEXT

HBO476
02281
03705786

HOUSE
The Community & Regional Affairs Committee has considered

HOUSE BILL NO. 476 (relating to automobile insurance
premiums), recommends it be replaced with COMMITTEE
SUBSTITUTE FOR HOUSE BILL NO. 476 (C&RA) (same title) and
reports it back as Tfollows: Goll (Chairman), Wwallis,
Xoponen and Marrou recommend do pass; Phillips and Furnace
have no recommendation. A zero fiscal note was attached.

HB 476 was referred to the Judiciary Committee.

HBO476
02568
04/04/86

HOUSE
The Judiciary Committee has considered HOUSE BILL NO. 476

(relating to automobile 1insurance premiums), recommends It
be replaced with COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 476
(Judiciary) (same title) and reports it back as follows:
M.M. Miller (Chairman), Sund, Phillips and Gruenberg
recommend do pass; Clocksin has no recommendation.

HB 476 was referred to the Rules Committee for placement on

the calendar. "

HB0476

02576

05/02/86

SENATE

The Community and Regional " Affairs Committee considered <CS>
<FOR HOUSE BILL NO. 476 (JUuD) > (automobile Insurance premiums)
and a majority of the committee recommended do pass. The
report was signed by Senator DeVries, Chairman and concurred
in by Senators Sturgulewski and Coghill.

CS FOR HOUSE BILL NO. 476 (JUD) was referred to the
Judiciary Committee.

HB0476
02739
05/10/86

SENATE
The JudiciaryCommitteeconsidered <CSFOR HOUSE 3ILL NO. 476>

<(JuD) > (automobileinsurancepremiums) and amajority of the
committee recommended do pass. The report was signed -
Senator Rodey, Chairman and concurred in by ftnators %~

and Faiks. Senator Ziegler signed '"no recommendation.™

CS FOR HOUSE BILL NO. 476 (JUD) was referred no trs

Committee.
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