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January 11, 1988

The Honorable Jan Faiks

President of the Senate

Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Senator Faiks:

Under the authority of art. 111, secs. 18 and 23, of the
Alaska Constitution, I am transmitting an Executive Order
and a companion bill transferring the business license pro—
gram from the Department of Revenue to the Department of
Commerce and Economic Development. At the present tinme,
businesses frequently must obtain licenses from both depart—
ments. The Executive Order will consolidate these licensing
functions in one agency, making for greater administrative
efficiency and, of even greater importance, better service
to the public.

The Order simply transfers the business license program
(AS 43.70) from the Department of Revenue to the Department
of Commerce and Economic Development, by defining "commis—
sioner"” and "department" for purposes of that chapter as the
commissioner of commerce and economic development and the
Department of Commerce and Economic Development (secs. 5 and
6 of the Order), respectively, adding this authority to the
duties of the Department of Commerce and Economic Develop-—
ment (sec. 7 of the Order), and making necessary technical
changes to other statutes.

Although the functions of the business license program are
reassigned by the Executive Order, | am requesting your
support of the accompanying bill in order to make the pro—
gram fit more easily within the current operations of the
Department of Commerce and Economic Development, division of

occupational licensing. Under the Order, current procedurer
and enforcement provisions must remain in effect. The bill
will permit the division of occupational licensing to in—

stead use the current procedures and enforcement provisions
used for occupational 1licenses by placing the business 1li—
cense program under AS 08.01. Sections 1 - P of the bill.

The department will then 1issue biennial instead of annual
business licenses (AS 08.01.100(a); see oecs. 7, 8, and 10
of the bill), coordinated with any other licenses issued to
the particular business, and use its own enforcement proce-
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dures under AS 08.01.102 - 08.01.105. Section 5 of the
bill. The effective date of the bill is contingent upon the
effective date of the Executive Order. Section 3 of the

bill also makes an incidental correction, deleting a redun—
dant sentence that appears in AS 08.01.065(c) due to incon—
sistent amendments made by sec. 1, ch. 87,. SLA 1987 and sec.

5, ch. 94, SLA 1987 - a correction also being proposed in

the 1988 general revisor®"s bill.

The Department of Revenue presently administers a number of
licensing and permitting programs in addition to the busi—
ness license program. Unlike the business license progranm,

however, each of these other programs 1is administered in
conjunction with a particular tax. Used in this manner,

licensing activities are an effective tool in tax compliance
efforts. Since the 1978 repeal of the business gross re—
ceipts tax, this has not been the case for the business Ii—
cense program, and there 1is no longer any reason to retain

the program in the Department of Revenue. To better serve

the public and to promote administrative efficiency 1in op-
ecutive
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IN THE HOUSE
CS FOR HOUSE BILL NO. 310 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to public construction and public

works contracts.™
BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 36.25.020(b) 1is amended to read:

(b) However, a person having direct contractual relationships
with a subcontractor but no contractual relationship express or im—
plied with the contractor furnishing the payment bond has a right of>
action on the payment bond upon giving written notice to the contrac—
tor within 90 days from the last date on which the person performed
labor or furnished material for which the claim 1is made. The notice
must state with substantial accuracy the amount claimed and the name
of the person to whom the material was furnished or for whom the labor
was performed. The notice shall be served by mailing it by registered
mail, postage prepaid, in an envelope addressed to the contractor at a
[ANY] place where the contractor maintains an office or conducts
business, or the contractor™s residence, or in a [ANY] manner 1in which
a peace officer is authorized to serve summons. In this subsection,
"subcontractor™ 1includes a subcontractor of another subcontractor,
whether or not the other subcontractor has a direct contractual rela-
tionship with the contractor.
Sec. 2. AS 36.30.635(a) 1is amended to

(a) Except as provided otherwise under (d) of this section,
after [AFTER] ¢ the using agency and the attorney
general and after a conducted under [ACCORDING  TO]

CSHB 310( )



AS 36.30.670 .and regulations adopted by the commissioner of adminis—
tration, the commissioner of administration or the commissioner of
transportation and public facilities may debar a person for cause from
consideration for award ofN”ontracts, Notice at a debarment hearing

shall be provided 1in writing afcsleast seven days before the hearing.

The debarment may not be for a period of moref than three years.

Sec. 3. AS 36.30>635 is amended by adding/new subsections to read:

(d) After consultation with the u/ing agency and the attorney
general and after iNhfearing conducted under AS 36.30.670 and regula—
tions adopted by the comhuLssioner of ,administration, the commissioner
of transportation and public facilities shall debar a person from
consideration for award of c”nt”cts if the person was the prime
contractor on an agency constriidtidn® contract and failed to pay a
subcontractor on the project .within. the time established for the
payment in the construction contract”

(e) If axsubcontractoi/ on an agency construction contract com-

TransportatYon and Public Facilities that
the prime contractor the constructidp project has not paid the
subcontractor within t#e time established\in the prime contractor”"s
contract with the agency, thelcommissione” shall investigate the
complaint. If t:i*/commissioner™s \nvestigation determines that the
complaint 1is vali</, the commissioner\shall proceed under (d) of this
section.

(f) In (@dfl - (f) of this subsection

(1) / "construction contract™ does not incluche a contract for
architectural, engineering, or land surveying service”, unless the
contract includes other construction services;

/ (2) "prime contractor™ means a person who has contracted

with an agency to perform a construction project;

CSHB 310 ( ) -2-
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€)) "subcontractor™ means a person who has a direct con-
traccual relationship with a prime contrapttuT to provide services,
materials, or laborN”or an agency cons£ fuction project, but does not
include an employee,
* Sec. A. AS 36.30.685(a) 1is am”~ded to read:

(a) A final decision of th~\commissioner of administration or
the commissioner of transportation and public facilities under AS 36.-
30.610, 36.3G.635W), 36.30.635(d). 36.30?670>"0or 36.30.680 may be
appealed to the guperior court in accordance with the Alaska Rules of
Appellate Procedure.

* Sec. 5. AS 36.90 1is amended by adding a new section to read:

Sec. 36.90.020. NOTICE BY SUBCONTRACTOR. A person who contracts,
other than as an employee to furnish services, materials, or equipment
for a public construction or public works project shall give the prime
contractor on the project written notice of the contract within 10
days of entering into the contract. In this section, "prime contrac-
tor” means the person who has contracted with the state to perform the
project.

* Sec. 6. This Act applies to contracts that are entered into on or

after the effective date of this Act.

-3- CSHB 310( )



ZETn-fe provided

ey JMuig hf-

I-~rkins
"Scalding Sufifrly (Zeate* &
February 18, 1988 P.O. BOX 10449
FAIRBANKS, ALASKA 99710
Representative Soucktr (907) 457-6270
P.O. Box V FAX (907) 457-3122
Juneau, Alaska 99811
Ref: S-B 332 - Relating to Mechanic®™ & Materialmen®s Liens.

I cannot believe that Mr. Fischer could have possibly lei;

Bill 332 by him or his otaff. All this talk of helping
business®” in Alaska and you insert an amendment that gives

the Alaskan Supplier and Subcontractor absolutely NO RECOURSE 1

Again, as in the late 70s, This senate bill 332, gives General
contractors the opportunity to take the money for jobs that
they do from their customers and skip town with all thier

sub and materialmen HOLDING THE BAG!

You legislators certainly know how to encourage the "fly
by night" contractors to come to Alaska, Do a construction
job, per construction standards not in unison of Alaska's
needs, Charging the customer at a lower price, and then
getting his money up front, and leave all the Alaskan Subs
and Alaskan Materialmen UNPAID!

I urge you to oppose this bill! I will expect that you will
send your affidavit to this amendment on Senate Bill 332.
I will want to know how you vote on this piece of legislation!

On a positive note, | believe that even though our lien bill

may still have some loopholes, it is far better than it was

in the late 70s. Perhaps state funds that are issued for
construction could be made out in the name of the Materialmen,

as well as the General Contractor. That would possibly eliminate
a General, who by either missusing his funds, or skipping *
the state would put the sub and materialman at risk.

After all, it is the materialmen who put out the money first,
they have to have the inventory immediately available 1in
order that the General does not lose valuable job time.

It seems highly unfair, that you should scratch out the materialmen”
right to collect in one stroke of your pen!

FOR THE SAKE OF ALASKA®™S ECONOMY, OPPOSE THIS BILL! Alaska
can"t afford to have more business®s go down the drain because
oill-thatigives away the store!
:erelv~-yours>

fngie Krttckenberg
Copy se/t) to each legi®"slatora®d senator, and Governor Cowper,
TRUSS FABRICATION PLANT « DOORS « WINDOWS »CABINETS
FACILITIES LOCATED AT 849 ROHLOFF STRfeET. JUST OFF OF 4 MILE OLD 6 TEESE HWY,, ACROSS FROM CURRY'S CORNER
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IN THE HOUSE
CS FOR HOUSE BILL NO. 310 ( )
IN THE LEGISLATURE. OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to public construction and public
works contracts.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 36.25.020(b) 1is amended to read:
(b) However, a person having direct contractual relationships
with a subcontractor but no contractual relationship express or iIim—
plied with the contractor furnishing the payment bond has a right of"-
action on the payment bond upon giving written notice to the contrac—
tor within 90 days from the last date on which the person performed
labor or furnished material for which the claim ismade. The notice
must state with substantial accuracy the amount claimed and Fhe name
of the person to whom the material was furnished or for whom the labor
was performed. The notice shall be served by mailing it by registered
mail, postage prepaid, in an envelope addressed to the contractor at a
[ANY] place where the contractor maintains an office or conducts
business, or the contractor®s residence, or in a [ANY] manner 1in which
a peace officer 1is authorized to serve summons. In this subsection,
"subcontractor” includes a subcontractor of another subcontractor,
whether or not the other subcontractor has a direct contractual rela—
tionship with the contractor.
* Sec. 2. AS 36.30.635(a) 1is amended to reads.
(a) Except as provided othgr(?ise under (d) of this section,
after [AFTER] consulrfca£ion w~th the wusing agency and the attorney
general and after a Keartng>i;conducted under [ACCORDING  TO]

CSHB 310 ( )
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AS 36.30.670 and regulations adopted by the commissioner of adminis-

tration, the c~mtiissioner of administration or the commissioner of
transportation and pub'bic facilities may debar a person for cause from
consideration for award ofN ~ontracts. Notice of a debarment hearing
shall be provided in writing abreast seven days before the hearing.

The debarment m”y not be for a period of moref than three years.
Sec. 3. AS 36.30>635 is amended by aduing/new subsections to read:

(d) A fter consultation with the u/ing agency and the attorney
general and after fNntearing conducted under AS 36.30.670 and regula-
tions adopted by the commissioner of Administration, the commissioner
of transportation and publirc faciL ities shall debar a person from
consideration for award of <contracts if the person was the prime
contractor on an agency construetich”™ contract and failed Co pay a
subcontractor on the project ~witliin the time =established for the
payment in the construction contractN

(e) If axsubcontractoi/ on an agWcy' construction contract com-
plains to the Department ok. Transportation and Public Facilities that
the prime contractor bn/ the <construction project has not paid the

subcontractor within tKe time established\ in the prime contractor's

contract with the agency, thel\commissioner shall investigate the
complaint. If the /commissioner's mnvestigatfton determines that the
complaint is vali™~, the commissioner shall proceed under (d) of this
section.

(f) In (dfy - (f) of this subsection
(1)/ "construction contract” does not inducfe a contract for
architectural, engineering, or land surveying servicel\, unless the
contract includes other construction services;

(2) "prime contractor” means a person who has <contracted

with an agency to perform a construction project;

CSHB 310 ) -2-
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(3) "subcontractor"means a person who has a direc
tractual relationship with a prime contraptdr”™~to provide services,
materials, or labor ~or an agency construction project, but does not
include an employee. N .

Sec. A. AS 36.30.685(a) is am£{ided to read:

(a) A final decision of tmN~commissicner of administration or
the commissioner of ti“msportation and pnt~lic facilities under AS 36.-
30.610, 36.30.635~5 36.30.635(d). 36.3CM~fr>~or 36.30.680 may be
appealed to the superior court in accordance with the Alaska Rules of
Appellate Procedure.

Sec. 5. AS 36.90 is amended byadding anew section to read:

Sec. 36.90.020. NOTICE BY SUBCONTRACTOR.A person who contracts
other than as an employee to furnish services, materials, or equipment
for a public construction or public works project shall give the prime
contractor on the project written notice of the contract within 10
days of entering into the contract. In this section, "p ime contrac-

tor" means the person who has contracted with the state to perform the

project.
Sec. 6. This Act applies to contracts that are entered into on or
the effective date of this Act.

-3- CSHB 310( )
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February 18, 1988 P. 0. BOX 10449
FAIRBANKS, ALASKA 99710

Representative Boucher (907)457-6270
P.O. Box V FAX (907) 457-3122
Juneau, Alaska 99811
Ref: S-B 332 - Relating to Mechanic"™ & Materialmen®s Liens.

I cannot believe that Mr. Fischer could have possibly let

Bill 332 by him or his staff. All this talk of helping
business® in Alaska and you insert an amendment that gives

the Alaskan Supplier and Subcontractor absolutely NO RECOURSE I

Again, as in the late 70s, This senate bill 332, gives General
contractors the opportunity to take the money for jobs that
they do from their customers and skip town with all thier

sub and materialmen HOLDING THE BAG!

You legislators certainly know how to encourage the "fly
by night" contractors to come to Alaska, Do a construction
job, per construction standards not in unison of Alaska“s
needs, Charging the customer at a lower price, and then
getting his money up front, and leave all the Alaskan Subs
and Alaskan Materialmen UNPAID1

I urge you to oppose this bill! I will expect that you will
send your affidavit to this amendment on Senate Bill 332.
I will want to know how you vote on this piece of legislation!

On a positive note, | believe that even though our lien bill

may still have some loopholes, it is far better than it was

in the late 70s. Perhaps state funds that are issued for
construction could be made out in the name of the Materialmen,

as well as the General Contractor. That would possibly eliminate
a General, who by either missusing his funds, or skipping *
the state would put the sub and materialman at risk.

After all, it is the materialmen who put out the money first,
they have to h»ve the inventory immediately available 1in
order that the General does not lose valuable job time.

It seems highly unfair, that you should scratch out the materialmen®
right to collect in one stroke of your pen!

FOR THE SAKE OF ALASKA®™S ECONOMY, OPPOSE THIS BILL! Alaska

can fford to have more business®"s go down the drain because
!

senator, and Governor Cowper.
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@il Alaska State Legislature

VIP P sfr SENATE

g Committee on Finance
Official Business State Eg)ﬁit\él
Juneau, Alaska 99811

January 9, 1987

MEMORANDUM
TO: Senator 1FNAME! ILNAHEI
FROM: Senator Rick Halford, Co-Chairman

Senate Finance Committee

SUBJECT: Co-Sponsorship of legislation concerning priority
claims during a bank liquidation.

Attached 1is a bill 1 will be introducing on Monday. The
bill amends the banking and financial institutions statutes
by changing the amount an employee may receive of his
already earned wages and benefits during a bank
liquidation. The legislation®s intent is to bring this
amount more in line with today"s economic structure.

When the statute was originally written in 1978, earnings
were much lower than they are today. The statute provides
that when a financial institution is undergoing liquidation
employee wages and salaries earned during the three month
period prior to the Department of Commerce and Economic
Development®s takeover have priority status, but only for
an amount not to exceed $3,000 for each person. Today,
because many employees make more than the allotted $1,000
per month, 1 believe they should be paid for services
already rendered to the banking institution.

Should you be interested in co-spcnsoring the legislation,
please give Theresa Maser of my office a call at 465-4958
by 9 a.m., Monday.

Thank you.



December 27, 1987

Honorable Jan Faiks
Alaska Senate

6060 Yukon Drive
Anchorage AC99516

Dear Senator Faiks,

By now, | am sure you are aware of the December 11 closure of First
interstate Bank of Alaska. As an employee of First Interstate at the time of
closing, several issues are of great concern to me. | would appreciate your
help in looking into these matters, and will supply you with all the facts that
are available to me.

As a state chartered bank, First Interstate was closed by the State Banking
Commission and FDIC was appointed receiver of the bank. As such, FDIC is
now administrator of the employees' 40iK retirement plan. Approximately
150 employees are participants in the plan which is with Mutual of New
York. FDIC has advised us that before any disbursements can be made, they
must first review the plan, which may take up to 90 days. They will then
turn ito ar to IRS for review. All of this may take up to one year. Until this
process is complete, employees will not have access to their funds.

During this time, many employees have lost their jobs. Some have been
offered temporary employment (60 to 90 days) with the acquiring bank. As
a result, it is imperative that we have access to our money as soon as
possible. Without jobs, many of us will need those funds just to meet every
day living expenses. Considering the current economic conditions in Alaska,
can the state afford the additional burden of more homes being foreclosed
upon?

Another issue | would like to address is accrued vacation pay. According to
FDIC, final pay to employes of afailed bank is regulated under Alaska State
Stature 06.05.470 (t) (2). Subsequently, employees were paid for any
vacation time which was accrued in the three months prior to the failure.
Under those provisions. | was paid $595.70. | am still owed $1863.59 for
accrued vacation pay. Although at some time we will be given the



opportunity to Hle a claim on these unpaid earnings, consensus is our
chances of receiving further compensation are not good.

The former employees of First Interstate Bank are facing extremely
unsettling times. While depositors have suffered no losses in this takeover,
employees, on the other hand, do stand to sustain substantial losses, both
through non-payment of earned vacation pay and unavailability of 401k
funds. Any pressure that you can exert as an elected official upon the FDIC
and the IRS to speed up the release of the 40 IK fund, and upon the State of
Alaska Banking Commission to reimburse the employees for lost vacation
pay would be greatly appreciated.

I anxiously await your response.

Sincerely,

PO Box 105038
Anchorage AK 99510
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Original sponsors: Halford, Kelly,

IN THE SENATE

For

BE

Uehling, et al.

BY THE LABOR AND

CS FOR SENATE BILL NO. 333 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - SECOND SESSION

r

COMMERCE COMMITTEE

A BILL
an Act entitled: MAn Act relating to wage, salary, and benefit claims
having priority in certain bank liguidations and to
certain bank reports required by the Department of
Commerce aild Economic Development.”
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 06.05.045(a) is amended to read:

(a) Each [EVERY] state bank shall make at least four reports of
condition each year to the department on days designated by it, and on
forms prescribed by it. The report shall be verified by an oath of
the president, vice president, or cashier and by at least three direc-

tors, certifying and subscribing under oath that they and each of them

have personal knowledge of the facts stated in the report and that the

facts are true. The reports shall exhibit in detail and under appro-
priate heads the resources and Jliabilities of the bank, and each
report shall be transmitted or mailed to the department no later than

30 [WITHIN 10] days after the date designated for the report [OF THE

RECEIPT OF THE REQUEST FROM THE DEPARTMENT].

* Sec. 2. AS 06.05.470(t) is amended to read:

(t) The following <claims have priority in Jliquidation proceed-

ings, in the order listed:

(1) obligations incurred by the department;

(2) wagesx [AND] salaries, and benefits of officers and

employees earned during the 12-month [THREE-MONTH] period preceding

the department's possession in an amount not exceeding $12,000

-1- CSSB 333(L&C)




$3,000] for each person;

(3) fees and assessments due to the department;

(4) deposits.

CSSB 333 (LSC) -2-
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Introduced:

Referred: oor and Commerce
BY HALFORD, KELLY, UEHLING, BINKLEY,
HENSLEY, STURGULEWSKI, FAIKS,

IN THE SENATE KERTTULA

SENATE BILL NO. 333
IN THE LEGISLATURE OF THE STATE OF ALA CA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Actrelating to wage, salary, and benefit claims
having priority incertain bank liquidations." \s
RiPi'Pts To "VH D (*“I. <» s U
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 06.05.470(t) 1is amended to read:
(t) The following claims have priority in liquidation proceed-
ings, in the order listed:

(1) obligations incurred by the department;

(2) wages”™ [AND] salaries, and benefits of officers and
employees earned during thel2-month [THREE-MONTH] periodpreceding
the department®s possession in an amount not exceeding $12,000
[$3,000] for each person;

(3) fees and assessments due to the department;

(4) deposits.

Section 2. AS 06.05.045 (@) 1is amended to read:

() Every state bank shall make at least four reports
of condition each year to the department on days designated
by it, and on forms prescribed by it. The report shall be
verified by an oath of the president, vice president, or
cashier and by at least three directors, certifying and
subscribing under oath that they and each of them have
personal knowledge of the facts stated in the report and
that the facts are true. The reports shall exhibit 1in
detail _and under appropriate heads the resources and
liabilities of the bank, and shall be transmitted or mailed
to the department no later than 30 days after the
designated date for the report of condition, [within 10
days of the receipt of the request from the department.]

bBUjjja 1 SB 333
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- 08 18 907-765-3800

LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM February 3, 1988
SUBJECT: Versions of proposed CSSB 333 (L&C)
TO: Senator Tim Kelly

Chairman

Senate Labor and Commerce Committee

FROM: Theresa L. Bannister m7b
Legislative Counsel

This memo accompanies two versions of the proposed Labor and
Commerce Committee Substitute for SB 333. The version that
is numbered 5-1512B 1is the drafting version that is
recommended by this office. The version that is numbered
5-1512L is the version with the language as you requested
it. Aside from the title being tighter in the recommended
version, there is no substantive difference between the two
versions, only language differences in section 1.

If I may be of further assistance, please advise.

TLB:bb
wkb2/04”






Original

Sturgulewski, Uehling,
Fahrenkamp and Kelly

sponsors:

IN THE SENATE

For

BE
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BY THE LABOR AND
COMMERCE COMMITTEE

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL
an Act entitled: "An Act relating to the liability of directors of
corporations. 1l
IT ENACTED BY THE LEGISLATUREOF THE STATE OF ALASKA:
* Section 1. AS 10.05.255 isamended by adding new subsections to read:

(c) In addition to the matters required to be set out in the
articles of incorporation by (a) ofthis section, the articles of
incorporation may also contain a provision eliminating or limiting the
personal liability of a director to the <corporation or its stock-
holders for monetary damages for the breach of fiduciary duty as a
director. The articles of incorporation may not eliminate or limit
the liability of a director for

(1) a breach of a director's duty of loyalty to the corpo-
ration or its stockholders;

(2) acts or omissions not in good faith or that involve
intentional misconduct or a kno:/ving violation of law;

(3) wilful or negligent conduct involved in the payment of
dividends or the repurchase of stock from other than lawfully avail-
able funds; or

(4) a transaction from which the director derives an im-
proper personal benefit.

(d) The provisions of (c¢c) of this section do not eliminate or
limit the liability of a director for an act or omission that occurs
before the effective date of the articles of incorporation or of an
amendment to the articles of incorporation authorized by (c) of this

1
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section.

* Sec. 2. AS 10.20.151 is amended by adding new subsections to read:
(d) In addition to the matters required to be set out in the

articles of incorporation by (a) of this section, the articles of

incorporation may also contain a provision eliminating or limiting the

personal liability of a director to the <corporation for monetary
damages for the breach of fiduciary duty as a director. The articles
of incorporation may not eliminate or limit the liability of a direc-

proper personal benefit.

(e) The provisions of (d) of this section do not eliminate or
limit the liability of a director for an act or omission that occurs
before the effective date of the articles of incorporation or of an
this

amendment to the articles of incorporation authorized by (d) of

section.

CSSB 343 (L&C) 2
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Issues Facing U.S. 1
Corporate Directors

An opinion survey of directors of major U.S. corporations onthe
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re directors oflarge U.S. corporations concerned about
Atheir ability to make the right decisions in their work on

the board? What do they think about foreign trade pres-
sures, intense merger and acquisition activity, and access to
capital markets? As directors, how do they deal with increased
personal liability? Do they foresee problems recruiting quali-
fied board candidates in the future?

These and other issues critical to the future of business in
America were explored in a nationwide survey of corporate
directors conducted by Touche Ross in the fall of 1986. More
than 1,100 directors participated in the survey; nearly three-
quarters of them serve on hoards of companies with annual
sales (or the equivalent in assets) of $1 billion dollars or more,
and 81 percent have more than five years of board experience.



Highlights

Directors’ Issues

mAImost one-third of the directors sur-
veyed say they have considered retiring
from their boards because of the
increased liability to which they are
exposed.

mNinety-three percent of the directors
polled believe increased liability will

make it more difficult to recruit talented,
experienced people to serve on boards in

-V *

the future,
...... 0 —
m\lore than 80 percent of the directors
surveyed believe today's directors, in
general, are more effective than they
were twenty years ago.

Corporate and Economic Issues

m\early halfthe directors surveyed
believe merger and acquisition activity
has hurt the U.S. economy. Neverthe-
less, when the survey was conducted in
September and October of 1986, some
45 percent of the directors polled
believed that merger and acquisition
activity would remain at the same level,
and 27 percent said it would increase,
over the next twelvemonths.

m\hile halfofthe directors say foreign

trade has adversely affected earnings of
companies of which they are a board
member, the large m.a{?rlty ofall direc-
tors polled do not think Congress should
Pass legislation to protect U.S. business
rom foreign competition.

ii?ht -one percent of the directors

polled do not believe that, over the next
year, Third World debt will have an
adverse effect on the balance sheets of
companies where they serve on the
board. |

mA|most one-third of the directors sur-

veyed think the bankrugtcy rate for com-
panies with sales of $L billion or more
will increase in the coming year.

mOirectors divide evenly in their opinion

on whether corporate America’s invest-
ment in capital equipment will increase,
decrease, or continue at the same level in
the next twelve months. However, 77 per-
cent believe investment in capital plant
will decrease or remain the same. The
vast maJOTItY agree that corporate
America will increase its investments in
technplo%y and in research and develop-
ment In the next year.



Most survey participants are

highly experienced hoard direc-

tofrs who serve major U.S. cor-
porations: 71 percent of the
respondents serve on at least
one hoard of a husiness whose
annual sales equal or exceed
S billion; 76 percent serve on
more than one board; and

58 percent have ten or more
years of board experience.

Aerospace and Defense
Apparel and Textile
Banking

Construction

Energy

Food

High Technology
Insurance
Manufacturing

Retail

Securities
Telecommunications
Transportation/Utilities
Travel and Leisure
Olher

Participants in the Survey

lhe directors surveyed serve on a
wide diversity of boards of large
businesses and industries; 71 percent

serve on at least one hoard of a business
that has annual sales of $1 billion (or the
equivalent in assets) or more; 41 percent
serve on at least one board ofa company
that has annual sales 0f$500 million to
$999 million: and 45 percent serve on at
least one board of a business that has
annual sales of under $500 million.

Industries Served by Survey Respondents

Note: Percentages total more than 100 percent because
nearly three-quarters of the directors surveyed serve on
more than one hoard.

Ofthe directors surveyed, 24 percent serve
on one board only; 26 percent serve on two
boards; 21 percent serve on three boards;
13 percent serve on four boards; and 16 per-
cent serve on five or more boards. Thus,
most participants in the survey have exten-
sive hoard experience.

This fact is supported by the amount of
time the respondents have served as direc-
tors: less than one-fifth of the respondents
have heen directors for less than five years;
23 percent have five to nine years of



N,earlz/ three-quarters of the
directors surveyed are officers
of one or more Companies
where they serve on the board.

Of those who are outside direc-

tors. 88 R_ercent were recruited
by the chief executive officer.

experience; 23 percent have ten to fourteen
years ofexperience; 15 percent have served
as board members for fifteen to nineteen
years; and 20 percent have served for
twenty years or more. Eighty-onc percent
of the total respondents have at least five
%ears of board experience, and 58 percent

ave served ten or more years. The
majority of respondents, then, are widely
experienced board directors who serve
large U.S. businesses.

Nearly three-quarters of the respondents
are officers of one or more companies
where they serve on the board:

26% are ChiefExecutive Officers

9% are Ch!efO.peratllnP Officers

9% are Chief Financial Officers

6% are Executive Vice Presidents

9% are Senior Vice Presidents or Vice
Presidents

4% are Chairmen

4% are Vice Chairmen

6% are Presidents, Legal Counsels.
Secretaries, and other officers.

Regions of the United States in Which
Survey Participants Live

New Middle East West
England Atlantic Central Central

Eighty-eight percent of the outside direc-
tors were recruited by the chief executive
officer; 7 percent b{ another officer of the
company; 4 percent by an executive search
linn; and 10 percent by others.

Twenty-three percent of the respondents
arc officers or retired officers of other
companies, and 20 percent have special
business experience or skills. Only

2 percent represent a special, external
constituency.

Internal directors serving their board(s)
tend to have the least board experience—
both in number ofyears served and in
number of boards served on. Predictably,
the more ¥ears directors have served, the
more likely they arc to be officers or
retired officers ofanother company, or to
have special business-related experience or
skills. However, directors who have served
on a hoard for twenty years or more are
three times more likely to be major stock-
holders of the_companﬁ(les) served than
directors serving less than twenty years.

Southeast ~ Southwest ~ Rocky Pacific
Mountain



Some 93 percent of the direc-
tors surveyed helieve that .
increased directors’ liabilities
will make it more difficult to
recruit talented, experienced
Peop,le in the future. The direc-
ors imply, then, that increase
liability will create boards
whose members will be less
qualified or less effective than
today's.

Ninety percent of the directors surveyed
serve on board committees, and most serve
on anumber of these committees. Predict-
ably, those who do not serve on commit-
tees have less than five years of board
experience or serve on only one board.
Directors who arc officers of at least one
company on whose board they serve are
most likely to sit on the executive commit-
tee (64 percent), followed by the compen-
sation committee (43 percent), the audit
committee (40 percent), and the budget
committee (11 percent). Thirteen percent of
these directors serve on no hoard
committees.

Outside directors—defined here as direc-
tors who are not officers of any company
on whose board they serve—are most
likely to serve or. the audit committee
(75 percent), followed by the compensation
committee (63 percent), the executive
committee (58 percent), and the budget
committee (8 percent). Onlg 2 percent of
these directors serve on no board
committees.

Forty percent of the directors who are not
officers of any company on whose board
they serve sit on other Committees, as do
25 percent of those directors who are
officers ofat least one company on whose
board they serve. These committees
include the nominating, contribution,
social re.spon5|bll!t}/, public policy, and
foundation committees.

The Challenge of Increased Liability

One-third ofthe directors surveyed say
they have considered retiring2k>m one or
more of their board seats because of the
increased liabilities to which they are
exposed. In fact, the Ionﬁer that directors
have served on boards, the more likely the
are to think of retiring because of increase
liabilities. Only 16 percent of all the direc-
tors polled who have less than five years of
board experience think of retiring, while
the percentage more than doubles for
directors who have five or more years of
experience.

While 41 percent of the directors who are
not officers ofany company where they
serve on the board have considered retiring
because of increased liability, 36 percent of
CEOs also say they have considered doing

s0. Some 36 percent of committee mem-
bers. reﬁardless of the commlttceés) on.
which they serve, have considered retiring,
while only 16 percent of non-cc nmittee
members of the board have considered
doing so. Thus, directors who have the
least experience as measured by length of
time served, and those who are not
involved with board committees are the
least concerned about increased liabilities.

Given the pace of change affecting the
business community and the responsibili-
ties of corporate directors, 35 percent feel
only “somewhat confident" in exercising
their responsibilities as a director and 4 per-
cent feel * unsure.” Overall, 62 percent

of board members feel “ confident.” CEOs
feel more confident than any other board
members, with 66 percent saying so. Fifty-
nine percent of CFOs express confidence

in today's board environment, as do

60 Bercent of the other officers who serve
on boards and 60 percent of those directors
who arc not officers of any companies
where they serve on the board. The least
confident in exercising their responsibilities
are board members who serve on no board
committees and who have, perhaps, the
least “ hands-on" experience.

Although the less-experienced directors
worry the least about increased liabilities, it
is not really a contradiction that they are the
least confident in dealing with hoard mat-
ters. The survey results imply that, while
they are aware that they lack knowledge of
areas which are brought before the board,
they may not be aware—precisely because
they know less—of the extent to which
mcreased directors’ liabilities can affect
em.



Interestingly, 90 percent of the
outside directors surveyed who

are net officers of an%company

where they serve on the board
were recruited by the chief
executive officer—yet only

28 percent believe they have
great influence on the chief
executive officer.

An overwhelming 93 percent of the direc-
tors surveyed believe that increased liabil-
ity will make it more difficult to recruit
talented, experienced people in the future.
This percentage holds for all directors,
regardless of length of board service, their
involvement in committee work, and
whether they are officers ofany company
on whose board they serve. Do the find-
ings imply that increased liability will
create boards whose members will be less
qualified or less effective than current
board members?

A great ma'ority of the directors surveyed
(83 percent) believe that today's directors
are more effective than those of twenty
years ago. Eighty-five percent of the direc-
fors serving on boards for twenty or more
years (and who can, therefore, compare
their earlier experience to their Rresent
experience), and 86 percent of the direc-
tors serving on three or more boards, find
today's directors more effective than do
those serving on fewer boards and with
fewer years of experience.

Directors' Influence on Their Board(s)

When asked how much influence they have
on their board(s), 39 percent of the respond-
ents say their influence is great. Sixty ?er-
cent claim moderate influence, and only

6 percent believe their influence is small.
These responses and percentages hold true
for both internal and outside directors.

Directors with less than five years of board
experience and directors who sit on only
one hoard feel they have the least
influence. The more boards that directors
serve on, the greater they believe their
influence to be: 54 percent of directors
serving on more than five hoards say their
influence is great, the largest percentage of
all directors surveyed to say so. Directors
who have served on a board(s) for twent
¥ears or more are also likely (44 percent{
0 think they have great influence.

The directors' responses also reflect the
particular board committees on which they
serve. Fifty-two percent of directors serv-
!nﬁ on the budget committee believe their
influence on the board is great, as do 47 per-
cent of those who siton the compensation
committee, 43 percent of those on the
executive committee, 38 percent of audit
committee members, and 36 percent who
serve on other committees. Nearly 20 per-
cent of directors who do not serve on any
committees say their influence is small.

Directors' Influence on the
Chief Executive Officer

While 90 percent of the directors who are
not officers ofany company on whose
board they serve were recruited by CEOs,
only 28 percent believe they have great
influence on the CEO(s). Directors serv-
ing on more than five boards feel they have
the greatest influence (35 percent), fol-
lowed by or including those who sit on
board committees. Twenty-nine percent of
the directors serving on compensation
committees feel they have great influence
on the CEO, followed by those serving on
the audit committee (/_28 percent), the
budget committee (2 gercent), and the
executive committee (24 percent).



NOVEMBER 11,1987

MEMO
TO: CHUCK BUNDRANT
BARTEATON
FROM: JOEPLESHA
RE: LIMITATION OF DIRECTOR LIABILITY UNDER DELAWARE LAW

INTRODUCTION

On July 1, 1986, a new law became effective in Delaware which permits a Delaware
corporation to include in its certificate of incorporation a provision which limits or
eliminates a director's personal monetary liability to the corporation or its stockholders for

breach of his or her fiduciary duty of care to the corporation.l

BACKGROUND

Delaware law has generally permitted a Delaware corporation to purchase insurance on
behalf of its directors and officers against liability incurred in their corporate capacity,
regardless of whether the corporation would have the power to indemnify the director
against such liability under Delaware law.2 The market for directors' and officers' liability
insurance has, however, changed dramatically over the past several years. Despite the
statutory authorization of Delaware corporations to purchase and maintain directors'
liability insurance, many corporations have have reportedly experienced difficulties in
obtaining or maintaining sufficient coverage at a reasonable cost. As a result, may
corporations have been forced to accept insurance with lower dollar limits of coverage,
higher deductible amounts, and broader policy exclusions at a significantly higher cost.3

The insurance crisis for directors may be exacerbated by the courts increasing tendency to
scrutinize the decisions of a director, even when the director acted in good faith and not out

1 Indemnification of directors and officers, and limitation or elimination of director liability as authorized
by the new Delaware law, are separate and distance concepts. Alaska law aIreadg provides that directors can
be indemnified for actions under certain circumstances. Alaska StaL § 10.05.101.

2 Del. Code Ann. tit. 8, § 145(g) (Supp. 1986) (amended 1986) provides:

A corporation shall have power to purchase and maintain insurance on behalf of any
person who is or was a director, officer, employee_ or agent to the corporation, or is or
was serving at the request of the corporation as a director, officer, employee or agent of
another corporation, partnership , joint venture, trust or other enterprise against any
liability asserted against him incurred by him in an5{ such capacity, or arisingout of his
status as such, whether or not the corporation would have the power to indemnify him
against such liability under this section.

2 See Hilder, Liability insurance is Difficult to Find Nowfor Directors, Officers. Wall St. J., July 10,
1985, at 1, col. 6.



of self interest For example, the court in the case of Smith v. Van Gorkom 4 found that
the board of directors of Trans Union Corporation breached their fiduciary duty of due care
in approving a proposed cash merger and the court held members of the board personally
liable for the resulting damages.

The expense of defending these lawsuits and the inevitable uncertainties with respect to
application of the business judgment rule (the rule by which corporate directors actions are
judged) may impact upon an individual's willingness to serve as director of a corporation.
In addition, such uncertainty could cause directors to act defensively out of concern over
costly litigation and potential personal liability, rather than acting to manage the business in
the best interest of the coiporation. For these reasons, Delaware adopted legislation in
1986 which would permit a corporation to limit or eliminate the director's personal
monetary liability to the coiporation or its stockholders for breach of his or her fiduciary
duty of care to the coiporation.

ANALYSIS OF NEW DELAWARE LAW

Title 8, §102(b)(7) of the Delaware General Corporation Law enables a Delaware
corporation to include in its articles of incorporation a provision eliminating or limiting the
personal liability of a director to the corporation or its stockholders for monetary damages
for breach of their fiduciary duty as a director. In addition, § 102(b)(7) states that rao suc}F
Frovision can eliminate or limit a director's liability (i) for breach of the di.rector'& UWO

0 % ts stockholders; .acts ?r‘ omissions NOCIN (oo farth or

Dl e srporation ar i eteckfolders, (1 foracs o
iii) fo illful or,neqglige
e et 'I)aalvf%w avaﬁﬁglﬁiﬁﬁoﬁf
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Section 102(b)(7) is an enabling provision only. Amendment of the corporate articles of
incorporation, therefore, is required to include the provision authorized by this section
before it is an effective limitation of personal liability for a corporation's directors. The
ultimate determination as to the propriety of limiting the opportunity of a coiporation or its
stockholders to seek monetary damages from the directors rest with the stockholders of the
coiporation who vote on any amendments to the articles of incorporation. As a practical
note, it can be argued that a board which proposes an amendment pursuant to this law's an
"interested party," since the individual directors of the board will benefit from the
elimination of r >onetary liability which they otherwise may be required to pay. Obtaining
the required stockholder approval after full disclosure of all material facts, however,
eliminates any conflict of interest which might otherwise arise.

Section 102(b)(7) does not preclude or limit damages in actions instituted by third parties.
In addition, it can be argued that §102(b)(7) permits limitation or elimination of monetary'
liability only for directors acting as directors. Actions taken by a majority stockholder in
his capacity' as such cannot be exempted from liability. Finally, §102(b)(7) does not permit
limitation or elimination of liability arising under other laws or regulations. A director's
potential liability under state and federal securities laws, for example, is unaffected by this
section

488 A.2d 858 (Del. 1985). The court found the board grossly negligent in that the directors had failed to
fully inform themselves of "all material information reasonably available to them,” and had acted hastily in
approving the proposed merger, after two hours' consideration, id. at 872.



FiduciaryD -tv

Directors arc charged with the fiduciary duty of due care and onalty to the corporation.
Loyalty basically requires that a director, in making a business decision, act in good faith
and in the honest belief that the action taken is in the best interest of the corporation. Under
the new Delaware law, a director can still be found to be personally liable for monetary
damages where they violate the fiduciary duty of loyalty by acting in their own "self-
interest,” and not in the best interest of the corporation.5 (For example, by usurping a
corporate opportunity for their own personal benefit or competing with the corporation.)

The official legislative synopsis of §102(b)(7) notes that this provision permits’'a
corporation to protect its directors from monetary liability only from liability for breach of
thefIdUCIal’y duty of due care? itis clear that if a director negligently or with gross
negligence (want of even scant care, or failure to exercise even that care which a careless
person would use) disregarded his fiduciary duty of due care, they could be protected from
monetary liability under the new Delaware law.

In is not ‘lear, however, whether §102(b)(7) exempts directors from liability for reckless
(actions that fall somewhere between gross negligence and intentional wrongdoing)
disregard for the fiduciary duty of due care. It could be argued that to the extent that the
recklessness involves conscious disregard for a known risk, such conduct is not taken in
good faith and therefore, would not be a liability subject to limitation under 8102(b)(7)(ii).
To the extent recklessness encompasses merely inattention to duty by the directors,
however, | believe that such conduct should be labeled "gross negligence” and therefore
any liability resulting from it would be subject to limitation.

§102(b)(7), however, does not eliminate a director’s fiduciary duty to act with due care, it
merely insulates directors from personal MONetary liability for failure to satisfy that duty.
A director's conduct would, therefore, still be subject to injunctive or rescissory relief. A
stockholder can institute an action to enjoin completion of a board's action or to rescind a
completed action if such action involves violations of the duty of care. This may be
relevant in proxy contest, elections, resignations, etc.

In conclusion, Delaware's new law only allows for a corporation to limit or eliminate the
monetary' damages a corporation or its shareholders can receive from its directors for a
breach of the director’s fiduciary duty of due care. It does not iimit damages that can be
awarded for a directors breach of their fiduciary duty of loyalty, or violations of law, or
any transaction from which a director derives an improper personal benefit. In addition,
the corporation or shareholder can still seek equitable remedies, such as recession or
injunctive relieffor a directors breach of their fiduciary duty of due care.

WASHINGTON & ALASKA LAW

Like Delaware, Washington State and Alaska law provide that a corporation may purchase
insurance on behalf of its directors and officers to protect against personal liability incurred

5 Del. Code Ann. tiL 8. § 102(b)(7)(i).

6 Pie synopsis notes: ”[t]his provision enables a corporation in its original certificate of incorporation or
an amendment thereto validly approved by stockholders to eliminate or limit personal liability of members
of its board of directors or governing body for violations of a director’s fiduciary duty of care."



in their corporate capacity, regardless of whether the corporation would have the power to
indemnify against such liability under the relevant state law.7

j&n Washington recently enacted legislation similar to Delaware’s which would allow for a
Washington corporation limit the monetary liability of directors for a breach of their
fiduciary duty of due care to the corporation.8 I am having a copy of the new provision
sent to me. Alaska has not yet enacted such legislation.

I have attached the relevant portions of the Delaware, Alaska and Washington State law.

7 Nearly identically to Delaware law, Wash. Rev. Code §23A.08.025(11) (1980) provides:

A corporation shall have power to purchase and maintain insurance on behalf of any
person who is or was a director, officer, employee or agent to the corporation, or is or
was serving at the request of the corporation as a officer, employee or a?ent of another

" corporation, partnership , joint venture, trust or other employee Denefit plan against any
liability asserted against him incurred by him in am{ such capacity, or arising out of his
status as such, whether or not the corporation would have the power to indemnify him
against such liability under this section.

The Alaska Statutes §10.05.015(g) (1970) provide that:

A coiporation may purchase and maintain insurance on behalf of a person who is or was a
director, officer, employee or agent of the corporation, or is or was serving at the request
of the corporation as a director, officer, employee or agent of another corporation,
Rartnershjp joint venture, trust or other enterprise against any ||ab|||tz/ asserted against

em and inCurred b¥ the person in such a capa0|t¥, or ansm? out of the person’s Status as
such, whether or not the corporation would have the power to indemnify the person
against the liability under the provisions of this section.

8 S.B. 6048, effective July 26, 1987.
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Referred: State Affairs end Labor and Coaailarce

IK THE SENATE BY DUNCAN
SENATE BILL NO. 344
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act vrelating to general contractors, and to
certain contracts of state agencies and political
subdivisions.”
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 08.18.011(b) is amended to read:

(b) A general contractor may not solicit a bid or proposal fronm,
award a bid or proposal to, contract with, or allow a person required
to be registered under this chapter to work for the general contractor
as a specialty contractor unless the person is registered under this

chapter.

Sec. 2 AS 36.30.115(a) 1is amended to read:

(a) Within five .working days after the identification of the
apparent low bidder, the apparent low bidder shall submit a list of
subcontractors the bidder proposes to use in the performance of the contract.
Tie list must include the name and location of the place of business for
each subcontractor and evidence of the subcontractor®s valid Alaska business
license. A bidder for a construction contract shall also submit evidence
of each subcontractor®s registration under AS 08.18. If a subcontractor on the
list does not have a valid Alaska business license and registered under AS 08.18

f

the bid is to be reject®and the contracting agency shall proceed to the next

lowest bidder

/. /C/ LIW)

SB 344 *2- SB0344a
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: COVMITTEES:
Senator Jim Duncan
Resources

P.O. Box V Juneau, A laska 99811 Budgetand Audit

(907) 465-4766

MEMORANDUM

February 17, 1988

To: Senator J”itchell Abooa -
Chairm~ri“™na”eState Affairs

From: Senatof-~-a”Duncan”--

Subject: SB 344 Relating to general contractors

I would appreciate your scheduling SB 344, a bill concerning
contracting procedures, for a hearing before the Senate State
Affairs Committee at your earliest convenience.

Current statutes have not prevented the loss of business and jobs
to contractors from outside Alaska. It is my hope that with some
minor changes 1in the contracting law we will save some Alaskan

businesses and many Alaskan jobs.

I have attached some supporting material that could be used in
the Committee®s bill files.

District C
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SB 344: An Act reTating to general contractors, and to
=certain contracts of state agencies and political
"subdivisions.

Section 1 of the bill amends AS 08.18.011(b) to prohibit a general
contractor from contracting with, soliciting a bid or proposal fronm,
or awarding a bid or proposal to an unlicensed individual. Current
statute prohibits a general contractor from allowing a person to work
without proper licensure.. The amendment to this section goes one step
further by disallowing solicitation of a bid or proposal from an unli-—
censed individual, and prohibits an award, bid or proposal to be made
to an unlicensed individual. This will ensure that only properly
licensed.contractors will be eligible to perform.the construction work
for which licensure is required® under AS 08.18 and help to assist in
the enforcement of unlicensed activity in the State.

The department supports passage of this legislation which clarifies
the need to have properly licensed contractors working in Alaska and
encourages the Legislature®s support in passing the bill.

J. Anthony Smith, Commissioner
Department of Commerce and Economic
Development

Date

JS/dg100510
031188a
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ii: Fi: 0 FANDUM January 8, 1988

SUBJECT: Coverage of bill on the use and registration
of subcontractors (Uork Order No. 5-1534)

TO: Senator Jin Duncan
Nt
FROM: Theresa L. Bannister >sa
Legislative Counsel
This memo accompanies the draft of the bill that you

requested to require contractors to use registered
subcontractors.

The business license requirement in the draft is carried
over from the present language of AS 36.30 (state
procurement code). To obtain an Alaska business license, a

contractor must also have satisfied the registration
requirements of AS 08.18 (AS 43.70.020(d)). That is why
there is no specific registration requirement in section 2,
5 and 6 of the draft.

This draft applies subcontractor registration req-uirements
to the sections of the procurement code (AS 36.30) that deal
with procurement by sealed bids and sealed proposals. You
nay wish to consider whether you want to apply the new
provisions to the other types of procurement, which are sole
source procurements (AS 36.30.300), Ilimited competition
procurements (AS 36.30.300), emergency procurements

(AS 36.30.310), and small procurements (AS 36.30.320). All
of these could be used for contracts with construction
contractors, but there may be policy reasons against
imposing the same requirements on them.

If 1| car; be of further assistance, please advise.

Attachment

TL3:bb
B010/WKE1



BY SENATOR DUNCAN

Senate Bill 344

"An Act relating to general contractor/ and to certain
contracts of state agencies and political subdivisions."

Section 1.

Strengthens current language under AS 08.18 (Construction
Contractors) by requiring that a g.meral contractor may NOT:

1. Solicit a bid or proposal from,
2. Award a bid or proposal to,
3. Contract with,

a person required to be registered under AS 08.18 unless the
person is registered.

Current law only requires that the general contractor may
not allow a person to work for the general as a speciality
contractor unless the person is registered under AS 08.18.

Section 2.

Requires that a state agency soliciting bids for work SHALL
require that a bid include a list of the subcontractors that the
bidder will be using and include:

1. The name and location of the place of business of
each subcontractor; and

2. Evidence of each subcontractor®s valid Alaska
business license.

In addition, A per on soliciting subcontractor bids in
response to a state agency"s invitation SHALL serve notice that a
bid will not be considered unless it includes evidence of the
bidders contractor registration.

Section 3.

AS 36.30.115 (Subcontractors) 1is amended to exempt
construction contractors from the requirement to submit "the
name, location and place of business, and evidence of valid
Alaska business license five working days after identification of
the apparent low bidder", because they are required to report
that information at the time they submit their bid.



Page 2 SB 344

Section 4.

AS 36.30.210 (Request for Proposals) 1is also amended to
exempt construction contractors from the requirement to submit
"the name, location and place of business, and evidence of valid
Alaska business license five working days after identification of
the apparent low proposer™, because they are required to report
that information at the time they submit their proposal.

Section 5.

Requires that a state agency requesting proposals for work
SHALL require that the proposal include a list of the
subcontractors that the offeror will be using and include:

1. The name and location of the place of business of
each subcontractor; and

2. Evidence of each subcontractor®s valid Alaska
business license.

In addition, A person soliciting subcontractor proposals in
response to a state agency"s request for proposals SHALL insert
in the solicitation that a proposal will not be considered unless
it includes evidence of the offeror™s registration.

Section 6.

Requires that a political subdivision of the state that
solicits bids or proposals for public construction or public
works SHALL require that the bid or proposal include a list of
the subcontractors that the bidder or offeror will be using and
include:

1. The name and location of the place of business of
each subcontractor; and

2. Evidence of each subcontractor®s valid Alaska
business license.

In addition, A person soliciting subcontractor bids or
proposals in response to a political subdivision®s invitation or
request SHALL serve notice that a bid or proposal will not be
considered unless 1t includes evidence of bidder or offeror
registration.

Also, in this section definitions for "public construction”
and "public works™ as woll as "political subdivision of the
state”™ are provided.



MEMORANDUM State of Alaska

to: -

THRU:

FPOTA

Torn Stuart date: December 4, 1987
Director

FILE NO:
Randy Carr
Statewide TELEPHONE NO: 465-4842
James A. Sanwickv subject: -Unlicensed Contractors
Regional Supervia :gttnves tigator on Southeast Public

Construction

This memo is to inform you of the final resolution of the complaints
originally raised by Senator Duncan®s office concerning unlicensed out
of State contractors bidding on construction projects at the Sitka
Elementary School project and the University of Alaska Southeast.

On November 17, 1987 (after researching the companies in question and
coordinating with Commerce) | traveled to Sitka and met with Harry
Chartier, job superintendent, about problems with National Glass Company
having been unlicensed when it submitted its bid. We met with Dawson"s
superintendent and explained the problem and that my office had discussed
the problem and Dawson®s current probation for violation in Hay with Lonny
in Seattle. He said that the company had recently pulled National

Glass off the subcontractor list (only preliminary excavation has been
done at this point on the project) and he didn"t know when or how the
company would replace them. Harry said he understood the provision of
the law and would call us if he had questions about any subs appearing

on the lists.

On November 24, 1987 1 met with Jim Kytola of Dawson on the UAS Library
project. I explained to him that we had a report about Sound Glass
company having been awarded the bid and the ramifications of having an
unlicensed contractor awarded the bid. He said that his most recent
subcontractor list had removed that name and his list showed no contract
award for glazzing.

I explained Dawson®"s current probation status and suspended fine. He
said he was well aware (Jim was the site superintendent when 1 cited
Glazzco and Dawson for violation last Hay which resulted in Dawson®s
probation) of Dawson situation and believed Lonny (in Seattle office) now
understood Dawson®s responsibility and liability.

It is important to note that if not for the probation stipulated in the
Hay judgement Dawson would not have been in violation of the current
Statutes. Under normal conditions a General can only be cited if he

allows an unlicensed sub to work on the project. In both of these
cases the sub was unlicensed when they bid but became licensed after the
bid was awarded but before work began. In the judgement"s stipulation

Dawson was prohibited from Joing business with unlicensed su,r> 1In
discussion with Dawson L maintained that to award the contract was
indeed to do business with the firm and thus would violate the stipulation.



Tom Stuart
December 4, 1987
Page 2

This loophole could be fixed, 1 believe, by changing the language
8.18.011(b) to read: . *

"A general contractor may not consider or award a bid to
a person required to be registered under this chapter to
work for the general contractor as a specialty contractor
unless the person is registered under this chapter at the
time the bid is submitted.” - -

In

We might also tighten up this problem by placing a requirement in AS

36.05.035 that would read:
36.05.035

(b) the state, political subdivision of the State or

General Contractor awarded a contract by either the State

or Polictical subdivision of State, shall place in all of its
request for bids a clause stating that no bid will be
considered unless proof of proper registration with Commerce
and Economic Development, Division of Occupational Licensing
is submitted with the bid.

I believe the real key to making this law work 1is making the entity
responsible for awarding the bids accountable. Otherwise we continue
to have the problem of out of State contracts outbidding local firms

because of they don"t bear the cost of bonding and licensing until
bid is awarded to them.

cc: Jim Sampson, Commissioner
Senator Jim Duncan

the
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J., concurring), Quoting L™ndeQ IcFiDIiECCij. IQEjl zj.

States 532 P.2d 700, 710 (Alaska 1975)

From a philosophical perspective, A.G.C. opposes govern-
ment regulations of the construction industry. A.G.C.
supports the free market, competitive bidding system for
awarding construction contracts. This system has stood the
test of time as the most economical system for the owner and
a fair system for the contractors. Consistency dictates that
A.G.C. not seek special regulatory favor for Alaska contrac-
tors. Further, a local preference is not consistent with the

competative free market system.

NAMING SUBCONTRACTORS AT BID

Requiring subcontractors to be named in the bid and re-
quiring inclusion of evidence of each subcontractor’s valid
Alaska business license demonstrates a clear lack of under—
standing of the construction bid process” The inclusion of
such a provision will lead to increased costs and increased
litigation. A.G.C.-Alaska has and will continue to oppose

any legislation requiring the naming of subcontractors at

bi d.

Prior to selection of a subcontractor a primary contra-
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ctor must evaluate a bid and the scope of work quoted in the
sub-bid. The prime must then check on insurance; bonding
capability and qualifications of the subcontractor; and
finally the prime must insure that the labor policy is com-
patible with any labor agreements to which the prime contrac-
tor may be signatory. Additionally, on most publicly funded
projects there are requirements for subcontracting a certain
percentage of work to certified Disadvantaged Business Enter-
prises (DBE) and Women Business Enterprises (WBE). The prime
must be assured that the lowest DBE and WBE bids are from
firms that have current certifications from the awarding
agency. It is very common that a DBE or a WBE firm may be
certified by one branch of the government, but not another.
This certification information must be obtained and verified
by the prime, otherwise the prime may be held in noncom-

pliance with the contract DBE/WBE requirements.

Requiring the prime contractor to list subs prior to
investigation and evaluation of the sub could create con-
tractual obligations between a prime and a sub where later
investigation or evaluation by the prime contractor would

result iIn selection of a different subcontractor.

LITILE miller ACI

Under existing law on public construction contracts, a






NORGASCO, INC.

8740 Hartzell Rd. Anchorage, Alaska 99507 (907)344-6742
fi 2 6 1988

February 24, 1988

Senator Bettye Fahrenkamp
P. 0. Box V
Juneau, AK 99811

Dear Senator Fahrenkamp,

I would like to express my strong support of SSSB 357. Under
the current statutes the APUC has jurisdiction over all
utilities with ten or more customers. This legislation will
exclude only natural gas utilities with fewer than 100
subscribers all of whom are commercial customers from their

jurisdiction.

The APUC 1is a fine organization for larger utilities and
obviously the legislature had this in mind when they exempted
those utilities with less than ten customers. We believe 1in
the check and balance system of government and industry, and
SSSB 357 allows for the re-regulation of a utility under this
category by a simple petition (AS 42.05.712) of the

customers. This will prevent the utility from taking unfair
advantage of its 1l customers.

As you can tell, the bill was drafted so that it would not
concern any of the Bush areas, only Deadhorse.

The problem boils down to project financing. This 1is not a
bankable project because there are only 40-50 customers, they
are all in the same business, and they are all suffering
financially, so the banks see the project as high risk. This
leaves us looking for venture capital. After the venture
capitalist has reviewed the project they all come to the same
conclusion, 1if the project fails they lose everything and if
the project succeeds, you have the APUC there to limit your
return on investment. Needless to say they don"t spend much
time seriously reviewing the project after they understand
how the APUC works.

We hear a lot of talk about less government, creating jobs,
finding new sources of revenue for the State, cutting down on
lir pollution, and stimulating the economy, this legislation
accomplishes all of these by creating construction and
permanent jobs, State royalties collected on the gas sold,
reduced NOx emissions from the numerous diesel generators,

a. will substantially reduce the overhead of the Companies

op ting at Deadhorse.



The State will receive in excess of $20,000,000.00 from
royalties alone over the life of the project. It will take
over 40 construction workers to build the system and will
employ 6-8 people full time once it is in operation. The
State will also receive severance taxes from the producer and
added corporate income taxes from ARCO Alaska and Norgasco.

The Department of Natural Resources, 1in issuing our land use
permit, has reserved the for the State the right to use the
pipeline to transport the States royalty gas to the State
facilities that we intend to serve. This will also allow the
State to market their gas to customers in Deadhorse, in this
case Norgasco will act as a common carrier. But first the
pipeline has to be built.

Myself and several other Board Members of The Alliance are
planning a trip to Juneau on March 21, 1988. I look forward
to visiting with you then. If you have any questions please
feel free to call.

Raymond R. Latchenm
Vice President, Operations
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ALASKA PUBLIC UTILITIES COMMISSION

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

February 26, 1988

Senator Tim Kelly
Chairman Labor & Commerce
P.0. Box V

Juneau, AK 99811

(Mail Stop 33J.00)

Dear Senator Kelly:

STEVE COWPER,&ODVERNOR

420 "L" STREET
SUITE 100

ANCHORAGE. ALASKA 99501
(907) 276-6222

The attached comments on SS for SB357 were telecopied
to you on February 25, 1988. IfT you have any questions,

please do not hesitate to contact me.

Sincerely,

ALASKA PUBLIC UTILITIES COMMISSION

Susan M. Knowles
Chairman

Enclosure



Alaska Public Utilities Commission

Comments on SS for SB357

February 22, 1988

Under SS for SB357, gas distribution utilities serving
fewer than 100 commercial customers would be exempt from cer—
tification and economic regulation by the Commission unless the
subscribers elected to be regulated. The Commission is not aware
of any compelling reasons for exempting a special class of gas
distribution utilities from regulation while fully regulating all
other gas distribution utilities. The Commission also believes
that commercial customers in groups of less than 100 are entitled
to the same level of public protection as residential customers
and as commercial customers 1in groups of more than 100. In addi—
tion, there are some unique safety considerations associated with
natural gas service, which would not be monitored under the pro—
posed exemption scheme. (See 3 AAC 52.010 - .080.)

The Legislature should also be aware that SS for SB357
directly affects a proceeding currently pending before the Com—
mission. One company (Norgasco, 1Inc.) has filed an application
to provide gas distribution service to commercial customers in
the Prudhoe Bay/Deadhorse area and has requested that it be ex—
empt from economic regulation. Three other companies (Arctic
Utilities, Inc.? D.J. Moore Corp.; and North Slope Gas Coopera—
tive, Inc.) have indicated that they intend to file applications
to provide the same service in the same area. The initial appli—
cant and potential competing applicants are currently in the pro—
cess of completing or filing their certification documents, so
the Commission can proceed to decide the case.

In addition, the Commission has received a letter (copy
attached) from the North Slope Borough, one of the prospective
customers of the proposed gas distribution utility, stating that:

There is a legitimate public interest concerning the rates,
quality of service, management practices, and customer com-—
plaints associated with the operation of a natural gas
utility in Deadhorse. For this reason the Borough feels
that Norgasco, Incorporated should be subject to all
appropriate regulations governing the certification and
operation of a natural gas utility.



Thus, if this legislation is passed, the established
Commission procedure of evaluating competitive applications to
determine which company is the most fit and able to serve an area
would be interrupted. Instead, any or all of the potential gas
distribution utilities would be free to enter the market under
terms, conditions, and rates that would not be subject to regula—
tory oversight unless the subscribers petitioned for a regulation
election. The Commission does not believe that this approach is
in the public interest; specifically, it cannot assure that the
best company 1is necessarily the one which serves the area; it
allows for potentially uneconomic duplication of facilities by
two or more providers; and it gives commercial customers a
second-class level of protection from monopoly or oligopoly pric—
ing practices.

If, however, this bill 1is endorsed by the Legislature as
good public policy, the Commission suggests that the reference to
"subscriber petitions™ be modified for clarification and for con-—
formance with other exemptions in AS 42.05.711. Thus, the exemp—
tion would state "unless 25 percent of the subscribers petition
the commission for regulation under the procedure described in
AS 42.05.712."
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NORTH SLOPE BOROUGH

Servica Area #10 B (C 22 Pill* 21

i Pouch 340044
Prudhoe Bay, AK 99734
Tolophono: (907) 659-2645

December 16, 1987

T.S. Moninski Il, Executive Director
ALASKA PUBLIC UTILITIES COMMISSION
420 L Street, Suite 100

Anchorage, Alaska 99501-1987

SUBJECT: NOTICE OF UTILITIES APPLICATION BY NORGASCO, INC.
Dear Mr. Moninski:

The North Slope Borough®s Service Area Ten 1is encouraged to see
Norgasco, Inc. continue their development of a natural gas utility for
Deadhorse. All businesses operating in Deadhorse and especially our solid
waste disposal, sewage treatment and water treatment operations could
benefit significantly if a dependable source of competitively priced
natural gas were made available to us over the long term. We appreciate
the opportunity to provide comments on the Norgasco, Incorporated
application for exemption from APUC regulations regarding rates, quality
of service, management practices, and customer complaints.

Since the North Slope Borough®s Solid Waste Facility is a public owned
operation, the Borough has an obligation to its residents to operate their
Deadhorse solid waste facility in a cost effective manner which includes
purchasing of natural gas from a utility which 1is required to follow the
regulatory laws established to protect the public. There is a legitimate
public interest concerning the rates, quality of service, management
practices, and customer complaints associated with the operation of a
natural gas utility in Deadhorse. For this reason the Borough feels that
Norgasco, Incorporated should be subject to all appropriate regulations
governing the certification and operation of a natural gas utility.

Our Service Area Ten Plant Engineer calculates that the prices of the
natural gas quoted in the Notice will provide Service Area Ten with a
20% to 25% savings over the present fuel costs for our incinerator and
boilers. Since the Application suggests the rates would not be controlled
by the APUC, the NSB may have little control over future rate increases.
A 10% rate increase each year for two years would eliminate any cost
benefit of natural gas assuming a stable price for heating oil.



December 16, 1987
Page 2

The quantity and quality of the gas provided to us can have some
significant effects on our operation. If the distribution system is under
designed or if the quality of gas varies significantly we may experience
problems of 1inadequate delivery. Normal operation of our incinerator
requires us to be able to immediately add heat 1in a specified quantity

when needed. Failure to do so could result in Service Area Ten violating
the Air Quality Regulations established by the State of Alaska,
Department of Environmental Conservation resulting 1in a fine being
assessed on Service Area Ten. IT Norgasco was exempt from regulation by
the APUC, SA //10 would have little recourse if Norgascols service did not
meet our requirements.

Norgasco is requesting that the APUC keep confidential for five years
technical documents and other pertinent information about their design,
construction and maintenance of their project. Such a request could
affect SA //101s planning efforts for future energy usages and costs.

Documents relating to the gas contract with ARCO and tariffs should be
made public so that the stability of the utility and its pricing structure
can be evaluated. These items can directly affect our decision to become
a consumer.

The North Slope Borough requests that we be kept informed on the progress
of this application and the Norgasco, Incorporated project. We feel a
natural gas utility will greatly enhance the Deadhorse area and all the
businesses operating there.

Sincerely,

JED/JET/el

cc: Norgasco, Incorporated
Dennis Roper, Coord., Ind. Dev.
Files



Alaska State Legislature

SENATE P.O. Box v
_ State Capitol
O ffice of the President Juneau, Alaska 99811
MEMORANDUM
February 27, 1988
T0: Senator Tim Kelly, Chairman

Senate Labor and/Commerce Committee

FROM: Senator Jan Fai
President of the"

SUBJECT: SSSB 357 "An Act ex&hptdng certain utilities with no more
than 100 “ibscribers from regulation by the Alaska
Public Utilities Commission or a municipality and
providing that the most extensive exemption from
regulation applies when more than one exemption is
applicable to a utility."

As you know, most utilities operating in the State of Alaska are subject
to regulation by the Alaska Public Utilities Commission (APUC).

However, AS 42.05.711 provides for various types and sizes of utilities
to be exempted from regulation.

SSSB 357 extends this, exemption to certain gas distribution utilities.
It provides that a gas distribution utility that has no more than 100
subscribers, all of whom are commercial subscribers, 1is exempted from
regulation by the APUC. However, a majority of the subscribers may
petition the APUC for regulation if they so desire.

The purpose of this legislation is to facilitate the construction of a

gas distribution system in Deadhorse. The construction of a gas
distribution utility in that town has substantial public benefit. Over
40 construction workers will be required to build the system, and six to
eight to operate it once it is completed. The state will receive in
excess of $20,000,000 from royalties alone over the life of the

project. Pollution from the many diesel generators which currently

supply power in Deadhorse will be reduced.

A problem with requiring APUC regulation of this project is financing.
The project would only serve 40 to 50 customers, all of whom are in an
economically distressed industry. Banks view this as a high risk
project, which requires the system builders to seek venture capital.
These investors do not consider the potential return on a utility
regulated by the APUC to outweigh the downside risk of project failure.



in the other situations where APUC regulation does not
the public benefits

if

In this case, as
occur except by petition of the utility customers,
of regulation are outweighed by the benefits which would result only

regulation is waived.

Please contact my office if you have any questions or comments.
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Alaska Fublic Utilities Comminnion
Cormar.ts cm sg for SB??7

February 22, 3.923

Under S3 for SB357, gas distribution wutilities sarving
fewer than 100 commercial customers would be- stumpc frc-iu cer-
tification and soonomic regulation by the Cobrd asion. unless th«
subscribers slanted to be r®gui*t*d. The c¢-.;um.Ua .or is not awar-
of any compelling reasons for sn&ugtirg m u .«c. tl L2 of gr.s
distribution wutilities! from. regulation vrilv fully rmvjulahinr >.I!
other gas distribution utilities, Tim- tvvuu === mge— ] -
that commercial cuAtcr.*-** in grcaria of La? ; th.":» lee r-:*a -*«tiub;
to the sr.-wvo Isvel of public probation no rae-idsntisl o0o0..v.c;'.crc
ancl as commercial cu«»toxn*srs in groupr? of move then ICC. In addi-
tion, tharo arc some union* eaiv.ty costsi ions -uacv; lats-.d vit;
natural gas ss.rvico, which would not b* monitornd vnl-:r th* pro-

posad &K<i:nption sc?--sm«. (See > &AD 52.010 ~ ,020.;

The Legislature should also be nwar-a that 7" for SB33“
directly affsota a proceeding currently pending bs-fora the ccra»
mission. One comeany (Norgasco, Inc.) has an application
to provide gas distribution service to commorciai customers in
the Prudhcc Day/Daaihors-3 .vra* and has vaqunstad that it bo ssm

anr-h  from. -=mp. ole
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u-i Titian, Inc.? D.7. Moor* Coen.. «=* vor=): :" j —<-mmx :rliCGW-
tiv«, 1Inc,/ hav« irdiccred that. they Intend to 1in:.a ;ppl;.ca::icn3
to provide the saisa service im th.-. _came “ho iblfcisX appli—
cant and potential comparing applicants are currently in the pro -
cssa of completing or filing their cert Ific;*clou clocurvs-ntn, so

the Commission can proceed to dacidft the case.

In addition, the commis*1ion hs?, raceivsd a latter (copy
attached) from, the North Slopa Borough, one of the prgspectivo
customers of the proposed gas distribution utility, stating that:

There is n legitimate public intoward;, concerning the ré&tas,

guality of service, managar.iant practice, and ouator-ti: corn*
plaints associated with the cparacion c¢f a natural goo

utility in Dsndhcra?*. For this ren”o:: tV-* Scrough i'vula
that Norgasco, Inoorncratad d".ou'.d t® wu.hdj'i'.t r.o '-11
appropriate <=regulations govsrnir.g rh* rav" £\ and

operation of V. natural gar utility,

Thus, if this legislation v> p a . : - *«uscl it-hiud
Commi-ion procedura of evaluating comp*ti ;===l"_j-rtievG to
uator.ralne which company 1is the most Sit and *bis r.; srrva ar. area
would be interrupted. Instead, any or ell of - e potsrttiald gas
distribution utilities x;ouH be frao ;;0 -siit*™ v/.v =#i-nsy. under
barms, conditions, and rates that rev.ld ecu be. v.r.-jost to regula—
tory oversight unless ih* subsc:::i.bv-:"i pv-ti tloned for a regulation
election, Th-o Commission dc*5 non i~ that thin approach is
in the public i:it-?.r*si:; spaolfical’y, fr. c*ra.cr. : ° . uhnc th-u
best company 1is necessarily the ore vhTeh. r.srve-. the area; it
allows for potentially uneconomic duplication of facilities by

twe or mors providers; and it givee csunm-vrcial customers a
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«r.C0?id-C.?i2$ laval Z? protect:.. Ly VW =mdy & *‘-ay-lapric-

ill" practices.

if, however, this bill is endorsed by th© Legislature as
gccd public policy, phs Cofifitiasior. suggests that "ho rsfsrsnc# tc
“subscribes: petitions” b« modified for clarification -a-d for cor,~
fornanca with other exairiptions in AS 42,05.711, Thus, tha exemp—
tion would state, unless 55 oercsnt of oho subscriber© pctilion

tha commission for regulation wun.is.r the procedure daaoribec ir

ok m
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; Article A% AV 1 As 71
' i.  Gas Utilities Aw ANV
* (3 AAC 52.010-3 AAC $2 080) \ . , ]
L Allocution «f Facilities end Services | MC & O!'?_ ! A/ENCU va
< Deiv/een C o *»e£liul;i-c |.hiiklc? - 1 -A W =.m AL
it (3 AAC 52.1J0-3 AAC 52.150) : VP tlAT23. u construct
J.  Teleohcmo Utilities
i (3 AAC 52.200-3 AAC 52 340)
t 4, Electric Utilities
5 (3 AAC 52.400-3 AAC 52.500)
! article s.
!l GAS UTILLtTIfiS
{
\ Section
JO, Application
. 20. Compliance with Mirii.nun* Federal
% Safety Stan.ijrl; for Css f.tnes
h 30.  Records, reports rml Insertion fftr
i Compliance
li 40 Pipeline 'ooasina u>nlc-t
ie 50. (He-prided)
> CO.  RevOr« ¢ I'.-nS'dir/I'de.i ir.i.S'!". plicJ--J
lif 70,  Accidents or inddenA
] 80. Definitions

3 AAC 52X10. APPLICATION. (a) 3 AAC
52.010 - 3 AAC52.0A0 of 8:ischcpla: apr!> to
all utilities either now o: hereafter subject to the
regulator Jurisdiction of the Alaska Public
Utilities Commission.

(b) Upuii e e'cpt.ibis .mowing by a utility. :ii-
CGinmissior. may tysUv, <® to that utility, the
provisions of any regulation in ,<A/.C *?..01U -
3 AAC 52.030 or any provision of tins Minimum
Federal Safety Standards for Gas Lines with
approval of the Secretary of Transportation.

(c) No utility may deviate from the regulations
in 3 AAC 52.010 - 3 AAC 52.030 or lh«
standards cited in (b) of this section without thr
comniission’s prior written approval.

(d) If nonjurisdictiona! entities a* thtiir discre-
tion elect tc conform to 3 AAC 52.010 3
.AAC 52.080, the commission will cooperate
with them in maintaining records .mil daveJofing
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RegisterSO, July 19;J4 C-J.MMHPfF. AMD f.U-T. = . \;_M
and_maintain gas n k! dhtrhutfun cer ihnti
raciiitiss In - accordant "it!, ihe Minim PIfJiT; lew = ]
Federal _Safety Sund-ircis fOr Gas Lin>a w 42.05.4;1) Mi? i30: ™
defined in 3 AAC s2mq(e). (2ff. 2/21/6° Reg Rep. 44) )
30;am 1/13/73, Reg. 4zﬁ Ay-hoijty: AS 42.05.141
Authority: AS 42.05.291

3 AAC 52 » fI'D n OSINCIDENTS.
3 AAC 52.030, RECORDS, REPORTS, AND W Fi.ch r/lcc vvvvh he com*
INSPECTION FOR COMPLIANCE, (p.v) Each  mission to pm. raductloa ir. hazard within

R

utitity Shall establish and maintain record?,
reports and provide information required by the
commission ‘to enable it to determine whether
the utility has acted or is acting in compliance
with the” Nature! Gas Pipeline”Safety Act of
1968 and the standards adopted i, 3 AAC
52.020. The records, reports end information
shall be kept in accordance with AS 42.05.d91.

(b? Each utility shall file with the commission
a_plan for inspection and msintengnc* of each
pipeline facility owned or ogerated by rhe
utility, and any changes in the plan, if tiro
commission finds that die plan Is inr.dec.tu*.: to
achieve safe operation, U;: commission r'ail,
after. notice said opportunity. for a hearing,
require the plan tn ni ;ov?>=%i. (Eff. 7/z|/dﬁ
'‘Aeg. 30; sir, 1/13/73. R;Ly 44)
AudiGUv; AS i2.0c.MI
AS 42.05,461
AS 42.05.501

3 AAC 52,040. PIPELINE LOCATING SER-
VICE. Each utility ahull offer locating-7
service to any individual or utility requiring such
service. The U'[I|I'[?4 aha!! make a reasonable
effort to assure .that the avallablllt%/ of this
sc;vice is made known iuronghout its srer. of
operation 1fa durgo is made for this ssr/ic;, it
shat* be basad on the cost to the utility of the
spersonnel required to operate the e(\mpment
end shall not afford the utility an)( allowance
for the utilization_cf equipment. (ETf. 2/21/47,
Reg. 30; am 1/13/73, Reg. 44) .

Authority: AS 42.05 291

3 AAC 52.050. DISTRIBUTION PIPELINE
MAINTENANCE. Repealed i/13/73.

3 AAC 52.060. RECORD OF NON-
SCHEDULED INTERRUPTIONS. Each Pas
utility shall keep a record of each nor,scheduled
interfuption to service, si-owi-j the location
date, time, duration »nd «; mm " % in'rsw-M

rhe industry fin* 20 lie public.

(b) Each utiiirv dell ;>;pcA es-h eecklcnt
kmnsdiaraly by ri. mon -xpiditlcua means
avsilnbde., preA-vdy by ir-"-M.gjj2. or In Person,

to 1ke co'nml.Hot™ u  -n.n.Mlon's oric« it*
AohotavA, -V _orio,i :~rvw de_mﬂnated by
the conimitiion. Tie noiifickdtm sitall include

the tacatteri k-» to.- of tiv acddsni. <brief
dcawiptbr* of mx and ramas of the
indlvid«ai(3) ~ of repair operalion
*nl the Indi-raiMiA to La ccr--3CU-d by the
ec.miVihsVi ere o I A rmarion

(~) A'vufg v e ' & lidef.; shell 1D
file*} with the - e m m «dtl 20 dVyi after

each .HvVtd1l: . . . b?
oon:-';---i..  Ci A

Accident or 1 A M furm or the
Unhsd 5M.i3 Wr i rrr.sp-"o-tslon’s
Fojr:  IX-T-F-“1'0.1 jrr-;:iiiiAn - and
inther/.y sysicm: c mvei.drxtjOfria

not compleivd -viilfn ti.e 'O-dsy peood, the
utility shall flick -m *d::il:orxi v.racen report with
ch; commivsion oot tita t.cnvy-Cjt:of the
investigation and a ===l='an rcptjr; of the progress
of the. im-ciiU-'hv, wory days unFi the in-
vestig-itlor: it > x , (E -7 :,-:i."69, Atg, 30;
un 1/13/73, f < 44)

Autiv-jr-ly: A.:. 42.0S.541

A« 42.05.29!

3 AAC 5?.0:u. f?F?N-T>ON... TjVJcss the

conterci *'hxvL- "AAC52.010 -
3 AAC 52.070

1) "sodden: ‘r-ocni 2 *cd.i%snt s: incident
occurring in v rtf." invoSvms *-capu cf gee
from y3g a t h e r o r distribution
#}/ICIllf[le-ll re_sm*'r.p in_pencnN iUty inquiring
ospitafiaaiinn, fotiijty, v prof?:™*/ tisriage
ax..e*%41n« 31,000;

’2} "oc.Hinus - ‘e ld. h
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. bt A ME-1 heV
i ACriy 5T,ndiilh cm !

y rACter||0)C'T> . pip.iv.d, (P Cf.R,
izviwi li cf . nrvmy I, 1»72 A copy
m!\o=c C.ajvAirds nivy mshf arsd fir.

‘# vk a* ti'c commission c'Tioe Iocstel in
Anchoraga, Alaska: asd

(w "eunity" mcarj u putlc ut|||tY lauc
owns, Gyzr2|tt r{anaic:? mr w.Irois aplim? or

system of facijitU: itssd for ihc trar'Sinisjloij c:
istribution of nn'ural or m.tnufacturr.d 0./ or
other innajninabls gas, to tns 2>lert utch
system plant or faci ities: «c Jiieivdet! is the
term  “public utility" @ deHned by A5
42.05 70S. (EIf. 2/21/69, Ri-t, 20; sa: 1/13/75,

Reg. 44) . .
Authnritv : A3 42.05.1 4]

AS 42.08.29i

AS 42.05.70!

Alin 2
ALLOCATION OR FACILITIES AND
SERVICES Cil ') CT'T'ETINC
ELECTRIC in IUTfECs

as-:

Scciiut
S10.
2\,

i
150.

¢ AAC S2.no. fURPOSfe*, Tw purpose of

3AAC 52.110 - 3 AAC BASM) is to r-«Vént

aupllcsntJfI of electric fsiairur Jnt! iervictr in

those geographical .ve;: of ihr Jr<re in which

two of mors cic-ttrio S nueri. (Off.
3/i 1/7(5, H& <v>jWts 5/29/U. 90)

Aiulvar,:v. A3 42.05 14S

AS 42.CS. 151

AS 42.05.22!

‘o, TPC 0
dutli.ricy - oor.l
5erve vusl." tiicri
fivariiiti

Appeals
Definitiosw

Voo o0r

3 AAC 52,17.0 AUTHORITY TO CON
STRUCT FACIUTfES OS h'ERYE CUS-
TOMERS. (a) ?'0 5tectrie uC'k; opj-Jtin'j
in direct cotnpe'.hio;: v.:h ;r.a 0. more electric
uliSRi-ii within ilis ?am» ge-)$:sf kical area may
construe! or htfiall electric m-xitivr provide
ifftfiua ccnr.eatioTi for 2 custom?;'located v..Uhia
u disputed sirvice area without the rj*aro*.h! oi’'
rite commission.

3.

;="nc r/a-N"

;> "1 @
fA e '
jor "\t -
|
- s.*tha t, sem= mprA; v m t.
subtr.iii ..0t"v.- nEuOts ot
Objection" v. j term Cp.-;d?c I»y '..; com- I
mission; ur
O EKkf--:rt AL 2; - i_'
mission, fur  rinp. OtA G- Olher t
of the U'i'uru 3 .01 1 - v. provide
'hs »or-; A (rCl '+ IITA, R-0
rarnctiiz-A54AC:.151{a)
SiC A T s |
3 AAC 22, H. HIA™tAC {o. i' :ute;.
mCi"y is miai'ii to .. : ‘uu frem i
omrcilf Ig it |LHy, ths Cfyor . " p
memhar 0f A? ealv @ -¥1- % a- e-., a-H'er; S
Jiftsrifl?,
(b) The -auiV fominar .-h'Ji
C. ,K-: bovr ;
til It y-v.si-
>2 < s
w
iX " 1Cc’- i
(4) Wi X hotifi - S
L 1hms " =S 3 dC. 2 2001 -o =fcjoh \:VIV4A dre
most tT7lvprI ettt ) -re:?. I
G; |tsy rl e v.Lo A\ 1
ths de-risic-:  on t::
deciilall.
2 Ti'i- 'n‘Or] o< W...enho.nd SIST
txatnir, *I* ir. ntRifitig - S&cw/ A incio-ie
[/ tte cost 0 ih: vAVm to ytorido Ihi '
03r.i'a a0-.i0.-"1.-:
(2) to l« s\j.c- a( -As ortwutar I
bj t«V *Sp *Col*
(3) the y'Ct.T.-nHy of i t: rorriai connection
c-icH ct the cf- r peCn 4 otiiitisfS* elsc« "
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December 16, 19(17

*

T.S. Morsitiski 1T, Executive Director
ALASKA PUBLIC UTILITIES COMMISSION
420 L Stt-aat, Suite 100

Anchorage, Alaska  $9501-1937

SUBJECT: NOTICE Or UTILITIES APPLICATION 3Y KORfIASCO, 1SC.
Dear Hr* Honinski:
The North Slope rorcu%Vs Saiviee Arca Ton is ir.orrrrajjerf to saa

Korgaacc, Inc. continue thsir dtf'/olop.r.sct or a natural yrs utility for
Saadhors'a, All busir.eaijea cpferuciug i O s . ommma'-cl - ;. 2 1*1lv vvr «olid

u«3s* diypoasi, sevego tritf-ar.c “yr3 £ of trc-nm---. . liiv- co;m
benefit significantly if ¢ chopv.ni-lbi;; e ¢ -p> 1-1-5> priced
natural gan v«rs thde available t* a3 «me :h- _
rhe opportunity £. is_prowde C0S*3.;13 . e, A o -'omeni
anllcat_lon for exexptiott f'coa APUC r.4 lcua 2*32: viv-iil, quality

of ‘aervica, raansgoo'iant prscticoi?-. arJ ¢ r  conplsints*

Since the North Slone Ecrc-ugh'cs Solid Mi-asa ‘ability Lo apublic cvned
operation, the Borough he2 an oblisstdrn u- its rectieinner, to operate their
Daaqgl.orGC solid va?te facility In a we<c eff-sctlva tnr.nuv which includes
purchasing ct' natural gae free s uii.ll! -which :U rs-cnlrvl to follcy tan
re%u_latory lave £sV.lli>*heJ to pirctecr. rha public, “hvto is n la*ltinato
public Intereai; eer.earning, the cntoa,-uality oC javvics,  ranagereenr
practicea, and oub5tenser :l0-tplaioc: a.sacMr-sm wl<r r--j jon” of a
natural gas utility ivl Dasdhcrss. For thiv rujwr: ths ~ gL £u:lu that
Norgfciico, Ircosporntad uhonld bn awhbjut: to all a,j.rcpri-..e rugylUdone
govarnihg the certiffeation r.ri operation of a natural gea utility.

Our Service Ar«s Tan Plant lingInc:-r »::l.ulntied Jrhst r-r-ee? of the
natural gas <«totad in th« Notice eswill :>"ee«do Service .-raa_ Ton vich s
20S to. 253 aavings avtr the yraavnt fool vc<ita for nvfc Jr:cir.gi.tcor and
boilera. Si.ios the Application =~ 1 tlr wes" L v.; ho utv-ferollsd
by the APUC, the NSB ‘qdy have lietin over f..uvu rata in.crarmco.
A 107 r#la increeas e«ch yasr for two sm5c would eliminate any cost
benefit of natural gae saauaili'ig a sc*»tl« r.ri‘ca for heating oil.

L. ~/3



DoccKiber 16, 1987
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The _guantlty rn'l finality of the grS provided to uc cor. VIVO 30rQ
signi?icant effect's  eve operation, Ir tha dlitviluc .or. sysrnr: fa under
dsuuinetl or 1. ths quality of c'U varies signifies' fitly v- stay e*furlsnca
problems c¢f ind<kquatd tialivavy, Noraal operation of cue incinerator
requires U3 to be able to isaediiJfeely add heat lu a specified quantity
whan needed, Failure to do so could result in oarvim Avaa Tar. violating
the Air quality Re?,ulatlons Established by the 3e«ca of Alaska,
DspartQftfit ¢f Envlrontier.tei Cbiiaervstiotj resulting in s  fine being
asacisad or. Service Aron Ten, If Korgaaco was txawnt fvooi re?ulatllon f
the APUC, SA 010 wonid ha«« little renourea if Norge'cc-r. shrvica did no
west out raquireueatu,

Ncrgasce is requesting that the A'f" V.ee? con?Herclsi cos five yeses
technical doou™.catu avu echur pin-clrunj: inform r;o: ebewt meir dsairn,,
cc-neiiuvtioct and Kairr.onaweo c¢C thair project, Suck r regieic ec-ul
orfac? £A irl0's plir.ning 2*forts s« Stirc energy .yey:." nod COcé ;s

Cfrursanco telat.lag la tlr, w2; Ovri.r.ir nifet: ' . ™ Coeeh) fes

do public so that the »tabi!Pry ¢C t'v. utilicy old tr-ye ] +**ora

fee otvelvsied. T-*% i can dicfey .Hocl cle » . b,u"-a
a enr.juu-if.
The Hcr'-h Slope Saeot.gh toque:..cs i m bo Wor i.ccii-; . . e-egrare
of thi.5 application Hw the Scrg«eco- Xrcorforst'd mwm «:  mfeel a
rafcurnl gas utility will greatly jwHKrica tfe? T/i-cdho:.. CIV-
bv.siriessws opetaling there..
Sincerely,
NORIK St.OPE BuBOIiGH
4.. v -r"

Manager, Service. Aren Tor.

JTD/ITT/ei

rc. torgur.co, Tncorporstnd
|PJ_e|nn|a Koj>«c, Ccord., Ir.d. Do'-,
iles
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NORGASCO, INC.

8740 HartMll Rd. Anehorm. AJuki 99507 (907)344-8742

February 24, 1988

Senator Arlias sturgulewaki
F. 0. BOX V
Juneau, AK 99811

Dear Senator Sturgulewaki,

I would like to expreeo my strong support of£ SSSB 357. Undor
the current statutes the APUC has Jurisdiction over all
utilities with tan or more customers. This legislation will
exclude only natural gas utilities serving less than 100
commercial customers from their Jurisdiction.

The APUC in * fin* orgAniaa.fci.ssn fOr largar utilitiaa and

obviously the legislature had this in mind when they exempted
those utilities with less than ten customers, we believe in
the check and balance system of government and industry, and
SSSB 357 allows for the re-regulation of a utility under this

category by a simple petition (AS 42.05.712) of the
ouatonierB. Thia will pro*/onfc the utility from taking unfair
advantage of its" customers.

As you can tell, the bill wa*a drafted so that it would not
concern any of the Bush areas, only Deadhorse,

The problem boils down to project financing. This is not a
bankable project because there are only 40-50 customers, they
are all in the same business,, and they are all suffering
financially, so the banks see the project as high risk. This
leaves us looking for venture capital. After the venture
capitaliot has rovlewed the project they all come to the same
conclusion, 1if the project fails they lose everything and if
the project succeeds, you have the APUC there to limit your

return on investment. Needless to say they don®"t Bpend much
time aerinnaly r<wiawing tha prnjacf. after they understand

how the APUC works.

We hear a lot of talk about iasa government, creating jobs,
finding new sources of revenue for the state, cutting down on
air pollution, and stimulating the economy, this legislation
accomplishes all of these by creatirg construction and
permanent jobs, state royalties collected on the ga« acid,

reduced NOx emissions from the numerous diesel %enerators,
and will substantially reduce the overhead of the Companies

operating at Deadhorse,



The State will receive in excess of $20,000,000.00 from
royalties alone over the life of thty projects It will take

over 40 construction workers to build the system and will
employ 6-8 people full f.Im© onop ic la in operation. Th*
State will aleo receive severance taxes from the producer and

added corporate income taxes from ARCO Alaska and Norgasco.

The Department of Natural Resoureee, 1in iaauing ©ur land up®©
permit, has reserved the for the State the right to use the
pipeline to transport the States royalty gae to the state

facilities that we intend to serve. This will also allow the
Stete to market their gas to customers in Deadhorse, 1in this

case Norgasco will act as a common carrier. But first the
pipelina has to be built.

Recently | learned that you had requested a referral of the
bill to your Committee, I am a novice at politics in Juneau,
however, 1| understand there is a time limit on the session
and we"ve got a long way to go with this bill and a short
time to get there. With this in mind we ask that you waive
referral so tho bill may be voted on in the Senate and sent
to the House.

Myself and several other Board Members of The Alliance are
planning a trip tnn .Tunpau on March 21, 1988. T looV forward
to visiting with you then. If you have any questions please
feel free to call,

Vice President, Operations



