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T ab le  5B - R ec ip ien t D is tr ic t b y  F iscal Y ear

A l l  A b o r t i o n s  - E l e c t i v e  a n d  N o n e l e c t i v e

FY 89 FY 90 FY 91 TOTAL ALL FY'S

Region C ount Am ount C ount Amount C ount Amount C ount A m o u n t ; ?

Southeast - - 1 52,262.94 7 54329.72 8 56,592.66

Juneau 44 568,313.40 60 583,474.71 66 556,607.23 170 5208395.34

Sitka 25 528,911.34 19 520,647.59 15 S13,343.85 59 562,902.78

Ketchikan 31 543,588.33 31 554,547.42 47 550,589.36 109 5148,725.11

N orthern 121 S65,415.33 110 S66,545.55 188 5110,979.58 419 5242,940.46

Fort Yukon 2 51,245.94 3 51,443.36 2 51,150.00 7 53,83930

Fairbanks 33 530,659.33 19 S18,033.29 29 513,912.27 81 562,604.89

Nome 7 53,611.02 2 5808.87 3 5980.00 12 55399.89

Kotzebue 13 S6,487.29 13 S3,710.19 13 56391.09 39 SI 6,488.57

Bethel 23 510,921.50 18 S6,094.14 17 55,802.58 58 522,818.22

Kenai 47 S31,351.19 62 S4b,266.24 76 566,957.51 185 5144374.94

Was ilia 87 S42,896.65 90 562,468.91 97 572,622.87 274 SI 77,988.43

Southcentral /  
Northwest

5 SI ,773.11 6 S2,089.73 8 516,363.25 19 S2U,226.09

Southcentral 26 514,717.56 25 521,747.15 24 516,862.34 75 553327.05

Anchorage - 
Gam bell

18 512331.46 20 57,581.30 26 512,466.92 64 S32,379.68

Anchorage - 
Muldoon

442 5252,758.59 419 S234,628.66 549 5317,922.58 1410 S805309.83

Total 924 5614,982.01 898 5632350.05 1167 5767,181.15 2989 52,014313.24
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DEFINITIONS

Elective abortions as defined by the Department of Health and Social Services Division of 
Medical Assistance include:

Diagnosis Codes found in the In ternational C lassifica tion  o f  D is e a s e s  9 th  R e v is io n  C linical 
M odification (ICD-9-CM) - Volume 1 1989 - 1991. These codes specify legally induced 
abortion which includes elective, legal, therapeutic abortion; Illegally induced abortion which 
includes criminal, illegal, self-induced abortion; and, unspecified abortion.

Procedure Codes found in the ICD-9-CM - Volume 3 1989 - 1991. These codes specify 
Dilation & Curettage for termination of pregnancy; Aspiration and curettage therapeutic 
abortion; Other surgical induction of labor; Hysterotomy to terminate pregnancy; Intra- 
amniotic injection for abortion.

Procedure Codes found in the P h y s ic ia n ’s  C urren t P ro c e d u re  T erm ino logy  (CPT) 1988 - 
1991. These codes specify Hysterotomy, abdominal, for legal abortion; Hysterotomy, 
abdominal, for legal abortion with tubal ligation; Induced abortion Dilation & Curettage; 
Induced abortion Dilation & Evacuation; Induced abortion - amniocentesis (e.g. saline); 
Induced abortion - amniocentesis with Dilation & Curettage; Induced abortion - 
amniocentesis with hysterotomy.

Nonelective abortions include:

Diagnosis codes found in the ICD-9-CM - Volume 1 1989 - 1991. These codes specify 
missed abortion; Tubal abortion; Spontaneous abortion.

Procedure codes found in the ICD-9-CM - Volume 3 1989 - 1991. This code specifies 
insertion of prostaglandin suppository for induction of abortion.

Procedure codes found in the CPT 1988 - 1991. These codes specify Dilation and Curettage, 
diagnostic and/or therapeutic; Hysterotomy, abdominal (e.g., for hydatidiform mole, 
abortion); Treatment of spontaneous abortion; Missed abortion first trimester; Missed 
abortion second trimester; Septic abortion; Insertion of cervical dilator (e.g., laminaria, 
prostaglandin).
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D I V I S I O N  O F  M E D I C A L  A S S I S T A N C E

D E P A R T M E N T  O F  H E A L T H  A N D  S O C IA L  S E R V IC E S

/

W A L T E R  J .  H IC K E L ,  G O V E R N O R

P.O. BOX 110660 
JUNEAU, ALASKA 99811-0660 
PHONE: (907) 465-3355

N o v e m b e r  2, 1992

R a n d y  W e l k e r  
L e g i s l a t i v e  A u d i t o r  
P.O. B o x  W
J u n e a u ,  A K  9 9 8 1 1 - 3 3 0 0

NOV - 31992 
LEGISLATIVE AUDIT

Re: P r e l i m i n a r y  A u d i t  R e p o r t  Depcirtment o f  H e a l t h  a n d  S o c i a l
S e r v i c e s ,  D i v i s i o n  of M e d i c a l  A s s i s t a n c e ,  S e l e c t e d  A b o r t i o n  
I s s u e s ,  J u l y ,  10, 1992

D e a r  Mr. W e l k e r ;

W e  a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  r e s p o n d  t o  t h e  f i n d i n g s  a n d  
r e c o m m e n d a t i o n s  c o n t a i n e d  in a b o v e - c a p t i o n e d  p r e l i m i n a r y  a u d i t  
r e p o r t .  O u r  r e s p o n s e s  f o l l o w  t h e  o r d e r  o f  y o u r  r e p o r t .

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

T h e  D e o a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  ( D H S S ) , D i v i s i o n  
o f  M e d i c a 1 's s i s t a n c e  (DMA) s h o u l d  m o d i f y  p r e s e n t  r e p o r t i n g  
p r o c e d u r e s  for s t a t e - f u n d e d  a b o r t i o n s  t h a t  w o u l d  a c c u r a t e l y  
a n d  c o n s i s t e n t l y  a c c o u n t  f o r  t h e  t o t a l  n u m b e r  o f  a b o r t i o n s  
r e p o r t e d  as w e l l  as t h e  a s s o c i a t e d  c o s t s .

R e s p o n s e

T h e  M e d i c a i d  M a n a g e m e n t  I n f o r m a t i o n  S y s t e m  (MMIS) c l a i m s  p a y m e n t  
s y s t e m  w a s  n o t  d e s i g n e d  as  a n  e x t e n s i v e  d a t a  c o l l e c t i o n  a n d  
a n a l y s i s  d e v i c e  f o r  q u a l i t a t i v e  a s s e s s m e n t  a n d  t h e  p r o d u c t i o n  of 
d e m o g r a p h i c ,  l o n g i t u d i n a l  or  e p i d e m i o l o g i c a l  s t u d i e s .  T o  o u r  
k n o w l e d g e ,  n o  M M I S  in t h e  c o u n t r y  o r  o t h e r  i n s u r a n c e  o r  t h i r d  p a r t y  
p a y m e n t  s y s t e m  c o l l e c t s  t h a t  e x t e n s i v e  i n f o r m a t i o n  a n d  p r o d u c e s  
p r o d u c t i o n  r e p o r t s  o f  t h a t  n a t u r e ,  e s p e c i a l l y  on  t h i s  issue. 
R a t h e r ,  o t h e r  s t a t e s  u s e  s p e c i a l i z e d  s t a f f  ( e x c l u d i n g  t h e i r  c l a i m s  
p a y m e n t  staff) a n d  d a t a  f r o m  a v a r i e t y  o f  s o u r c e s ,  i n c l u d i n g  t h e i r  
M M IS, t o  p r o d u c e  t h i s  t y p e  of s p e c i a l  r e s e a r c h  a n d  a n a l y s i s .

T h e  M M I S  w a s  d e s i g n e d  t o  p a y  e n r o l l e d  p r o v i d e r s  f o r  a l l o w e d  
s e r v i c e s  r e n d e r e d  t o  e l i g i b l e  c:l_onts. I n  FY  92 t h e  s y s t e m  
a c c u r a t e l y  a n d  t i m e l y  p a i d  8 8 5 , 1 3 9  i n d i v i d u a l  c l a i m s  f o r  a t o t a l  of 
$ 1 9 5 , 1 2 4 , 5 7 9 .  I t  d i d  t h i s  w i t h i n  a n  a v e r a g e  o f  15 d a y s  f r o m  d a t e  
of r e c e i p t  o f  a c l a i m  t o  t h e  d a t e  o f  p a y m e n t .  T h i s  is b e t t e r  
p a y m e n t  p e r f o r m a n c e  t h a n  a n y  o t h e r  t h i r d  p a r t y  p a y o r  i n  t h e  state.
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R a n d y  W e lk e r ,  L e g i s l a t i v e  A u d i t o r
A u g u s t  1 0 ,  1 9 9 2
P a g e  2

T h i s  a b i l i t y  o f  t h e  p r o v i d e r  t o  b e  t i m e l y  p a i d  f o r  s e r v i c e s  
r e n d e r e d  is a k e y  c o m p o n e n t  of  g u a r a n t e e i n g  a c c e s s  t o  h e a l t h  c a r e  
f o r  n e e d y  A l a s k a n  cl i e n t s .

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

I t  h a s  b e e n  s u g g e s t e d  t h a t  a t i m e  " w i n d o w "  of t w o  w e e k s  o n  e a c h  
s i d e  o f  t h e  a b o r t i o n  p r o c e d u r e  d a t e  b e  u s e d  t o  c a p t u r e  c l a i m s  f o r  
a b o r t i o n  r e l a t e d  m e d i c a l  s e r v i c e s  f o r  e a c h  r e c i p i e n t .  T h i s  
a p p r o a c h  w o u l d  w o r k  t o  t h e  e x t e n t  t h a t  it w o u l d  i d e n t i f y  a l l  c l a i m s  
f o r  m e d i c a l  s e r v i c e s  p r o v i d e d  t h e  r e c i p i e n t  d u r i n g  t h e  f o u r  w e e k s  
s u r r o u n d i n g  t h e  a b o r t i o n  p r o c e d u r e .  I t  w o u l d  n o t  i d e n t i f y  if t h e  
s e r v i c e  w a s  r e l a t e d  t o  t h e  a b o r t i o n  p r o c e d u r e ;  n o r  w o u l d  it 
i d e n t i f y  r e l a t e d  s e r v i c e s  p r o v i d e d  m o r e  t h a n  t w o  w e e k s  a f t e r  t h e  
a b o r t i o n  p r o c e d u r e .  E v e n  t h e  m a n u a l  r e v i e w  b y  a p h y s i c i a n  o f  e a c h  
c l a i m  f o r  s e r v i c e  d u r i n g  t h e  " w i n d o w "  p e r i o d  t o  d e t e r m i n e  a b o r t i o n  
p r o c e d u r e  r e l a t e d n e s s  w o u l d  n o t  p r o d u c e  a n  e x a c t  d e f i n i t i v e  
d e t e r m i n a t i o n  o f  r e l a t e d n e s s .  A s  a n  e x a m p l e ;  h o w  w o u l d  t h e  
p h y s i c i a n  l o o k i n g  a t  a c l a i m  f o r  m e n t a l  h e a l t h  s e r v i c e s  w i t h i n  t h e  
" w i n d o w "  p e r i o d  j u d g e  w h e t h e r  t h e s e  c o s t s  w e r e  a b o r t i o n  r e l a t e d ?  
T h e  s a m e  d i l e m m a  w o u l d  o c c u r  f o r  p h a r m a c e u t i c a l s .  A s  a n  e x a m p l e ,  
a n t i b i o t i c s  c o u l d  b e  r e l a t e d  t o  a n  a b o r t i o n  p r o c e d u r e  o r  o n e  of 
s e v e r a l  d o z e n  o t h e r  m e d i c a l  c a u s e s .  H o w  w o u l d  t h e  p h y s i c i a n  j u d g e  
if t h e  c o s t s  w e r e  r e l a t e d  t o  t h e  a b o r t i o n  p r o c e d u r e ?  T h e  s a m e  
q u e s t i o n  w o u l d  a p p l y  f o r  m o s t  o t h e r  m e d i c a l  s e r v i c e s  w h i c h  t h e  
p r o g r a m  c o v e r s .

T h e  D i v i s i o n ' s  P r i o r  A u t h o r i z a t i o n  R e v i e w  c o n t r a c t o r  f o r  h o s p i t a l  
a d m i s s i o n s  c h a r g e s  $ 1 0 0 p e r  s p e c i a l  c a s e  r e v i e w  p e r f o r m e d  b y  a 
p h y s i c i a n .  E a c h  r e v i e w  t a k e s  a p p r o x i m a t e l y  o n e  h o u r  t o  c o m p l e t e .  
T h e r e f o r e ,  in a y e a r  w h e n  t h e r e  w e r e  8 0 0  a b o r t i o n  p r o c e d u r e s  it 
w o u l d  c o s t  $ 8 0 , 0 0 0  t o  p u r c h a s e  t h a t  n e w  s e r v i c e  a s s u m i n g  t h e  s a m e  
t i m e  a n d  r e v i e w  cha r g e s .

T h e  D i v i s i o n ' s  p h y s i c i a n  c u r r e n t l y  r e v i e w s  c e r t a i n  s u s p e n d e d  c l a i m s  
f o r  n e c e s s i t y ,  a p p r o p r i a t e n e s s ,  d u r a t i o n ,  a n d  s c o p e  of  s e r v i c e .  
T h e s e  c l a i m s  r e v i e w s  a r e  d o c u m e n t e d  t o  h a v e  s a v e d  t h e  s t a t e  in 
a v o i d e d  c o s t s  a m o n t h l y  a v e r a g e  o f  $ 6 8 , 9 0 0  d u r i n g  F Y  92. If t h e
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R a n d y  W e l k e r ,  L e g i s l a t i v e  A u d i t o r
A u g u s t  1 0 ,  1 9 9 2
P a g e  3

D i v i s i o n  r e a l l o c a t e d  t h e  p h y s i c i a n ' s  t i m e  f r o m  t h e  c u r r e n t  c l a i m s  
r e v i e w s  t o  r e v i e w i n g  t h e  " w i n d o w "  p e r i o d  c l a i m s ;  w e  e s t i m a t e  t h a t  
g r e a t e r  t h a n  o n e  h a l f  ( > $413.4) o f  t h e  c o s t s  c u r r e n t l y  a v o i d e d  
w o u l d  i n  t h e  f u t u r e  n o t  b e  a v o i d e d .  T h i s  e s t i m a t e  a s s u m e s  t h e  s a m e  
800 h o u r s  o f  c l a i m s  r e v i e w .

A  t h e m e  o f  R e c o m m e n d a t i o n  No. 1 is a r e q u i r e m e n t  f o r  a c c u r a c y  a n d  
c o n s i s t e n c y .  W e  h a v e  b e e n  u n a b l e  to  d e v i s e ,  n o r  d o e s  t h e  a u d i t o r  
o f f e r  a n y  w a y  w i t h i n  t h e  c u r r e n t  c l a i m s  p a y m e n t  s y s t e m  t o  p r o v i d e  
t h e  d e g r e e  a c c u r a c y  s o u g h t  b y  R e c o m m e n d a t i o n  No. 1. T h e  a b o r t i o n  
r e p o r t  g e n e r a t i o n  p a r a m e t e r s  w e r e  m o d i f i e d  a n d  c h a n g e d  as a r e s u l t  
o f  i n p u t  b y  y o u r  s t a f f  d u r i n g  t h e i r  r e v i e w .  W e  b e l i e v e  t h a t  t h e  
p a r a m e t e r s  a s  t h e y  c u r r e n t l y  e x i s t  a r e  as  r e f i n e d  as  is p o s s i b l e  
g i v e n  t h a t  t h e  c l a i m s  p a y m e n t  e n v i r o n m e n t  (as y o u  n o t e  in t h e  
M a n a g e m e n t  L e t t e r )  is in a c o n t i n u a l  s t a t e  of c h a n g e .  W e  e s t i m a t e  
t h a t  1 0 %  o f  t h e  m o r e  t h a n  2 0 , 0 0 0  C u r r e n t  P r o c e d u r a l  T e r m i n o l o g y  
(CPT) c o d e s  a n d  I n t e r n a t i o n a l  C l a s s i f i c a t i o n  of  D i s e a s e s  (ICD-9) 
d i a g n o s i s  c o d e s  a r e  c h a n g e d  a n n u a l l y  as o u t d a t e d  c o d e s  a r e  r e m o v e d ,  
n e w  c o d e s  a d d e d  a n d  c h a n g e s  in t e c h n o l o g y  a n d  p r a c t i c e  p a t t e r n s  
p r o d u c e  m o d i f i c a t i o n s  in co d e s .  T h e  r e p o r t  p a r a m e t e r s  as t h e y  w i l l  
be  m o d i f i e d  in t h e  f u t u r e  s h o u l d  c o n t i n u e  t o  p r o d u c e  r e p o r t s  w h i c h  
m e e t  t h e  c o n s i s t e n c y  r e q u i r e m e n t  of R e c o m m e n d a t i o n  No. 1.

O t h e r  t h e m e s  o f  R e c o m m e n d a t i o n  No. 1 a r e  r a t e s  a n d  c a u s e s  of c h a n g e  
a n d  s t a t i s t i c a l  p o p u l a t i o n  t r e n d s  a n d  c o s t  a v e r a g e s .  A l l  c l a i m s  
p a y m e n t  s y s t e m s ,  a n d  A l a s k a ' s  is n o  e x c e p t i o n ,  a r e  a b a l a n c e  
b e t w e e n  t h e  i n f o r m a t i o n  n e e d e d  t o  p a y  a v a l i d  o b l i g a t i o n  o f  t h e  
s t a t e  a n d  h o w  m u c h  i n f o r m a t i o n  t h e  p r o v i d e r s  a r e  w i l l i n g  to  p r o v i d e  
t o  b e  p a i d  f o r  t h e i r  s e r v i c e s .  I h a v e  a t t a c h e d  p a g e s  f r o m  p r o v i d e r  
b i l l i n g  m a n u a l s  t o  d e m o n s t r a t e  t h e  i n f o r m a t i o n  e l e m e n t s  c o l l e c t e d  
o n  p h y s i c i a n  a n d  h o s p i t a l  b i l l i n g  forms. P a g e s  n u m b e r e d  a t  t h e  
b o t t o m  c e n t e r  I V - 1  t h r u  IV - 3  a r e  b i l l i n g  f o r m s  f o r  p h y s i c i a n s  a m o n g  
o t h e r  p r o v i d e r  t y p e s  a n d  p a g e s  n u m b e r e d  I V - 9  t h r u  I V - 2 0  a r e  
h o s p i t a l  b i l l i n g  f o r m s .  A l a s k a  u t i l i z e s  t h e  n a t i o n a l l y  s t a n d a r d  
m e d i c a l  p r o v i d e r  b i l l i n g  forms. T h e r e  a r e  14 f i e l d s  r e q u i r e d  t o  be 
c o m p l e t e d  f o r  p a y m e n t  o n  t h e  p h y s i c i a n  f o r m  a n d  47 f i e l d s  r e q u i r e d  
fo r  t h e  h o s p i t a l  b i l l i n g .  N o n e  o f  t h e  r e q u i r e d  f i e l d s  o n  e i t h e r  
f o r m  p r o v i d e s  i n f o r m a t i o n  of  a c a u s a t i v e  n a t u r e .  C a u s a t i v e  b e i n g  
t h e  " w h y "  s o m e  a c t i o n  h a s  o r  h a s  n o t  o c c u r r e d .  S o m e  e x a m p l e s  w h i c h  
s p r i n g  t o  m i n d  are: W h y  d i d  t h e  w o m a n  c h o o s e  t o  h a v e  a n  a b o r t i o n ?
W h y  d i d  t h e  w o m a n  s e l e c t  a p h y s i c i a n  r a t h e r  t h a n  a h o s p i t a l  or  
c l i n i c  t o  p e r f o r m  t h e  p r o c e d u r e ?  W h y  d i d  t h e  p r o v i d e r  c h o o s e  t o  
p e r f o r m  t h e  a b o r t i o n  p r o c e d u r e ?  W h y  d i d  t h e  p r o v i d e r  c h a r g e  w h a t  
w a s  c h a r g e d  f o r  t h e  p r o c e d u r e ?  W h y  w a s  t h i s  t h e  s e c o n d  p r o c e d u r e  
f o r  t h a t  w o m a n  in t h e  f i s c a l  y e a r ?  I t  is n o t  a p p r o p r i a t e  f o r  t h e  
c l a i m s  p a y m e n t  s y s t e m  t o  a s k  for, c o l l e c t  o r  t r a c k  t h a t  
i n f o r m a t i o n .  I m u s t  e m p h a s i z e  t h a t  n o  c l a i m s  p a y m e n t  s y s t e m  is 
d e s i g n e d  w i t h  t h e  p o t e n t i a l  t o  e v a l u a t e  t h e  c h a n g e  of social, 
e d u c a t i o n a l ,  e c o n o m i c ,  r e l i g i o u s  or  m o r a l  v a l u e s .
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R e g a r d i n g  t h e  a n o m a l o u s  d e c r e a s e  in r e p o r t e d  a b o r t i o n s ;  w e  d o  n o t  
c o n c u r  t h a t  t h e  l a c k  o f  a r e l i a b l e  t r a c k i n g  s y s t e m  c o u l d  b e  c a u s i n g  
t r e n d  d i s t o r t i o n s .  W h i l e  t h e  d e c r e a s e  is a n o m a l o u s  in t e r m s  o f  t h e  
t r e n d  F Y  83 f o r w a r d ;  s t a t i s t i c a l l y  it is n o t  u n u s u a l  f o r  a d e c r e a s e  
t o  o c c u r  d u r i n g  p e r i o d s  o f  g e n e r a l  g r o w t h  o r  a n  i n c r e a s e  d u r i n g  
p e r i o d s  o f  d e c l i n e .  S e v e r a l  f a c t o r s  m a y  h a v e  i m p a c t e d  t h e  
a b o r t i o n s  p e r f o r m e d  d u r i n g  F Y  90 as  c o m p a r e d  w i t h  f i s c a l  y e a r s  89 
a n d  91. I m p l e m e n t a t i o n  a n d  o u t r e a c h  o f  t h e  n e w  H e a l t h y  B a b y  
p r o g r a m  m a y  h a v e  m a d e  w o m e n  a w a r e  o f  t h e  a v a i l a b i l i t y  o f  m e d i c a l  
s e r v i c e s  f o r  t h e i r  p r e g n a n c y  a n d  t h e  f u t u r e  c a r e  o f  t h e  child. T h e  
t r a g i c  O i l  S p i l l  i n  F Y  90 p u m p e d  m i l l i o n s  o f  d o l l a r s  i n t o  A l a s k a ' s  
e c o n o m y .  T h i s  i n f u s i o n  of f u n d s  m a y  h a v e  e n c o u r a g e d  w o m e n  n o t  t o  
a b o r t  t h e i r  p r e g n a n c y ,  o r  a l l o w e d  w o m e n  t o  a b o r t  t h e  p r e g n a n c y  
w i t h o u t  s t a t e  i n v o l v e m e n t .  A g a i n ,  t h e  c l a i m s  p a y m e n t  s y s t e m  is n o t  
d e s i g n e d  t o  c o l l e c t ,  t r a c k  o r  r e p o r t  t h i s  c a u s a t i v e  s t a t i s t i c a l  
i n f o r m a t i o n .

N e i t h e r  w e  n o r  t h e  H e a l t h  C a r e  F i n a n c i n g  A d m i n i s t r a t i o n  (HCFA) 
w h i c h  p a i d  f o r  90% of  t h e  d e v e l o p m e n t  c o s t  o f  t h e  c l a i m s  p a y m e n t  
s y s t e m  a n d  c o n t i n u e s  t o  p a y  75% o f  t h e  o p e r a t i o n a l  c o s t s ,  t h i n k  t h e  
c l a i m s  p a y m e n t  s y s t e m  d o e s  a p o o r  o r  u n r e l i a b l e  j o b  of t r a c k i n g  
e v e r y t h i n g  it is d e s i g n e d  t o  tr a c k .  T h e  M M I S  s c o r e d  9 7 %  o n  H C F A ' s  
s y s t e m s  p e r f o r m a n c e  r e v i e w  l a s t  year. I n  H C F A ' s  o p i n i o n  t h e  c l a i m s  
p a y m e n t  s y s t e m  is c l e a r l y  d o i n g  w h a t  it is d e s i g n e d  t o  d o  v e r y  
w e l l .

T h e  a u d i t o r  i d e n t i f i e s  t h e  d e c r e a s i n g  a v e r a g e  c o s t  p e r  a b o r t i o n  as 
a n o t h e r  a b e r r a t i o n  t h a t  r e m a i n s  u n e x p l a i n e d  b y  t h e  c l a i m s  p a y m e n t  
s y s t e m .  W e  d o  n o t  d i s a g r e e  w i t h  s o m e  of  t h e  e x p l a n a t i o n s  o f f e r e d  
b y  t h e  a u d i t o r  f o r  t h i s  p h e n o m e n a  a n d  w o u l d  o f f e r  t h e  a d d i t i o n  o f  
t h e  f o l l o v ^ n g  f o r  y o u r  c o n s i d e r a t i o n .  W h i l e  t h e  i n f l a t i o n  r a t e  in 
A l a s k a ' s  ..ealth c a r e  i n d u s t r y  w a s  s p i r a l i n g  p h y s i c i a n s  p a y m e n t  
r a t e s  f o r  t h e  p e r i o d  F Y  85 t h r u  F Y  9 1  w e r e  f r o z e n  b y  t h e  m e d i c a l  
a s s i s t a n c e  p r o g r a m .  L a s t l y ,  o n e  o f  t h e  p r o b l e m s  o f  a v e r a g e s  is 
t h a t  t h e y  b y  m a t h e m a t i c a l  a c t i o n  d i s t o r t  t h e  b a s i s  o f  a c h a n g e  in 
t h e  d a ta. A n  a v e r a g e  c o u l d  c h a n g e  b e c a u s e  t h e  n u m e r a t o r  i n c r e a s e d  
o r  d e c r e a s e d ,  t h e  d e n o m i n a t o r  i n c r e a s e d  o r  d e c r e a s e d ,  o r  s o m e  
c o m b i n a t i o n  of t h e  c h a n g e s  in b o t h  t h e  n u m e r a t o r  a n d  d e n o m i n a t o r .  
I n  n o  c a s e  d o e s  t h e  s t a t i s t i c a l  d a t a  i n d i c a t e  " w h y "  t h e r e  w a s  a 
c h a n g e  t o  the u n d e r l y i n g  data.

W e  f e e l  t h a t  t h e  c l a i m s  p a y m e n t  r e p o r t i n g  s y s t e m  h a s  b e e n  m o d i f i e d  
t o  t h e  p o i n t  t h a t  i t  n o w  a c c u r a t e l y  a n d  c o n s i s t e n t l y  ( w i t h i n  t h e  
c o n f i n e s  d e s c r i b e d  above) a c c o u n t s  f o r  s t a t e - f u n d e d  a b o r t i o n  
p r o c e d u r e s .
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R e c o m m e n d s L .’ r, N o . 2

D H S S  s h o u l d  c l a r i f y  t h r o u g h  t h e  r e g u l a t o r y  p r o c e s s  c u r r e n t  
p r a c t i c e s  of  f u n d i n g  a b o r t i o n s  t h r o u g h  t h e  G e n e r a l  R e l i e f  
M e d i c a l  (GRM) p r o g r a m .

R e s p o n s e

W e  h a v e  c o n s i d c  .ed y o u r  r e c o m m e n d a t i o n  a n d  b e l i e v e  t h a t  t h e  
r e f e r e n c e s  in 7 A A C  43 (43.005, Scope, a n d  4 3 . 140, A b o r t i o n s )  a r e  
a l r e a d y  c l e a r  i n  s t a t i n g  t h a t  a M e d i c a i d  e l i g i b l e  r e c i p i e n t  m a y  
r e c e i v e  t h i s  s e r v i c e  f r o m  t h e  G R M  p r o g r a m .

R e c o m m e n d a t i o n  No. 3

I n  l i g h t  of U.S. S u p r e m e  C o u r t  r u l i n g s ,  DHSS, w i t h  a s s i s t a n c e  
■From t h e  A t t o r n e y  G e n e r a l ,  s h o u l d  i n i t i a t e  a c t i o n  t o  a m e n d  A S  
1 8 . 1 6 . 0 1 0 ;  p a r t s  o f  w h i c h  h a v e  b e e n  d e t e r m i n e d  
u n c o n s t i t u t i o n a l  b y  t h e  A t t o r n e y  G e n e r a l .  I n  a d d i t i o n ,  A l a s k a  
A d m i n i s t r a t i v e  Code, p e r  7 A A C  43.140, s h o u l d  b e  a m e n d e d  t o  
r e f l e c t  c h a n g e s  i n  f e d e r a l  law.

R e s p o n s e

W e  u n d e r s t a n d  y o u r  r e c o m m e n d a t i o n  t c  l e g i s l a t e  m e d i c a i d  c o v e r a g e  
f o r  a b o r t i o n  s e r v i c e s  a n d  t o  p r o v i d e  f o r  a s t a t u t o r y  u p d a t e  of 
p o r t i o n s  of e x i s t i n g  s t a t e  law. It is o u r  u n d e r s t a n d i n g  t h a t  t h e r e  
is s o m e  l i k e l i h o o d  t h a t  t h e  n e x t  L e g i s l a t u r e  m a y  c o n s i d e r  
l e g i s l a t i o n  t o  a c c o m p l i s h  this.

T h e o d o r e  A. w a ia, MD, M P H  
C o m m i s s i o n e r

T A M : r s
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STATE  CAPITOL . SU IT E  i0_! 1 
JUN EA U . ALASKA  9 9 0 0 1 A 132 
PHONE : (9 0 7 ) 4 6 5 -3 8 2 2  
FAX: (9 0 7 ) 4 6 5 -3 7 5 6

r I*j Siponsor Statem ent

SENATE LABOR AND COMMERCE 
COMMITTEE

7 1 6  W  4TH . SU IT E  4 0 0  
ANCHORAGE. AK 9 9 5 0 1 -2 1 5 3  
PHONE : 1907) 2 5 8 -3 1 3 0  
FAX. (9 0 7 ) 2 5 3 -4 5 2 4

SB 64
Civil liab ility  / w orkplace safety inspections

In 1988 the Legislature passed a comprehensive revision of Alaska's 
w orker1 compensation laws. Since taking effect the new workers' 
compensation provisions have proven successful.

In 1991, SB-219 w as introduced by the Labor & Commerce Committee. 
The bill addressed two problems in the workers’ compensation statutes;
1) injuries incurred as a result of employer sponsored recreational 
activities and; 2) removal of liability for safety inspections conducted on 
behalf of self-insured employers and workers' compensation carriers. 
These provisions have passed the Senate twice, but HCS CSSB 219 (Jud) 
am H w as vetoed by the Governor because many more objectionable 
provisions were added in the House. The safety inspection issue was 
brought to the forefront as a result of the 1 9 8 9  V a n  B i e n e  v .  E R A  
H e l i c o p t e r s .  I n c . decision our Supreme Court, which held that " w o r k e r s '  
c o m p e n s a t i o n  c a r r i e r  c o u l d  b e  h e l d  l i a b l e  to  e s t a t e s  o f  d e c e a s e d  p i l o t s  f o r  
n e g l i g e n t  p e r f o r m a n c e  o f  s a f e t y  i n s p e c t i o n  i f  i n s u r e r  a c t u a l l y  i n s p e c t e d  th e  
w o r k i n g  c o n d i t i o n s  o f  t h e  e m p l o y e r  p r i o r  to  t h e  i n c i d e n t . "  (See decision in 
bill file.)

SB 64 removes insurers, insurance service agents, self-insured employers, 
and trade associations from civil liability for damages resulting from the 
performance or failure to perform a workplace safety inspection or a 
safety advisory service unless the act is intentional.

SB 64 ensures workplace safety inspections will continue, that workers' 
compensation insurance will be available and affordable because of safety 
inspections, and that employees benefit from safety inspections.

The Department of Commerce is neutral on the bill, (see position paper) 
although their position suggests the law might better be placed under AS 
23 (Labor and Workers' Compensation). Legislative Legal Services
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responds 'see memo) that " t h e  w o r k p l a c e  s a f e t y  i n s p e c t i o n  i m m u n i t y  
p r o v i s i o n  i e e m s  t o  l o g i c a l l y  f i t  a l o n g s i d e  t h e  w o r k p l a c e  s a f e t y  p r o g r a m . "  
Legal Serv ces further advised that placement of the law  under AS 21 was 
the recommendation of the revisor of statutes, and Commerce responded 
that it was a minor point not germane to the issue at hand.

ZERO Fiscal Note, Department of Commerce, Division of Insurance.



STATE OF ALASKA
1994 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. CS SB 64 (Jud) (efd fid)

Revision Date:___________________________
Title: Civil Liability lor Workplace Safety Inspections

Sponsor: Senate Labor & Commerce Committee__
Requestor: ______________________________

Department Affected: 
BRU: Insurance

Commerce and Economic Development

Component: Operations

COMPONENT SERIAL NO. 354

Expenditures/Revenues:

OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL EXPENDITURES 0 0 0 0 0 0

CHANGE IN REVENUES ( ) 0 0 0 0 0 0

FUND SOURCE

1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Prooram Receipts 0 0 0 0 0 0
1006 GFfMHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

Estimate of current year (FY 94) cost: $ 0
POSITIONS

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.) 

No fiscal impact.

Prepared by: Joan Brown. Administrative Officer 
Division: Insurance ________________

Phone: 465-2597 
Date: , .

Approved by Commissioner Paul Fuhs
Agency: Commerce and Economic Development' Date: Z I Z T
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A L A S K A  S T A T E  A F L - C I O
2501 Commercial Drive • Anchorage, Alaska 99501 • 907-258-6284 • Fax 274-0570

M A N O  FREY
Executive President Secretary /  T reasu re r

BRUCE LUDWIG

February 26, 1993

TO: THE HONORABLE MEMBERS OF THE ALASKA STATE SENATE

FROM: PAT SMUTZ, LEGISLATIVE DIRECTOR

RE: SENATE BILL 64 - INEQUITY FOR INJURED WORKERS

There are some lobbyists who would make you believe Senate Bill 64 is a union vs. non-union 
issue. Some of those same folks would have you believe that safety is the real reason for passing Senate 
Bill 64. One individual recently wrote to you suggesting that it is also a matter of balancing out the 
terrible effects the Alaska Supreme Court Van Biene decision had on the 1988 Workers' Compensation 
reform. Furthermore, there are those who are mistaken on the constitutionality of amending the bill to 
give injured workers the chance to keep themselves and their families covered under their existing health 
insurance. I would like to address these misconceptions.
1. This is hot a union vs. non-union issue. Almost everyone who works for an honest living is 
supposed to be covered under the Alaska Workers' Compensation Act. The lack of a Health Benefits 
amendment will affect non-union workers more seriously because many union workers build up an hour 
bank of coverage which can carry their insurance beyond the work related injury recovery time. Non­
union employees are not officially represented in Juneau and they have no collective voice such as 
organized labor.
2 . Safety is a main factor in this legislation, but liability is th e  main issue. If you look a little more 
closely you may find that certain organizations' safety budgets are also a main driving force. When you 
charge for a service, such as safety inspections, you have to deliver that service - otherwise you can't 
reasonably charge for iL  It has ŷ t to be proven that the stoppage of safety inspections and programs 
have resulted in an increase in accidents. Why are the Workers' Comp. Insurance rates still coming 
down since the 1988 reform act?
3. The 1988 Workers' Compensation reform act was not balanced, it was enacted to help 
employers reduce their Comp, insurance premiums and costs by reducing benefits to injured workers. 
Injured workers gave up too much under the 1988 act. Organized labor negotiated with management to 
help mitigate the damage to the existing act

4. The addition of health benefits to Senate Bill 64 is not unconstitutional. People are trying to 
confuse many legislators c r a constitutional basis. This is a pure example of misinformation being used 
as a political weapon. The National AFL-CIO and our attorney (who is an expert who worked on the 
1988 reform act) are confident that our language will pass constitutional muster. The Dist. of Columbia 
v. Wash. Trade case is a much different situation. See attachment.
5. The exclusion of tort liability should go as a package with the health benefits. It is unacceptable 
to put the issues in separate bills. Some people are saying that the issues should be in separate bills 
because it is mixing apples and oranges. Nonsense. The 1988 reform act had all different kinds of 
changes. Workers' compensation legislation should be worked out between labor and mapigement 
Senate Bill 64 should have both sides supporting it. It doesn't make sense to seperate the issues and 
have the political fight continue through the process as we know it will.

«<fcoouJ» rm



ATTORNEY AT LAW 

2501 Commercia l D riv e , Suite 140 
Anchorage, A laska 99501 

(907) 276-1640

F e b r u a r y  26/ '.993

M a n o  F r e y  
A l a s k a  A F L - C I O  
3 5 0  I r w i n  S t r e e t  
J u n e a u ,  A l a s k a  9 9 001

Re: S e n a t e  B i l l  64

G e n t l e m e n :

Y o u  h a v e  a s k e d  for a l e g a l  o p i n i o n  r e g a r d i n g  t h e  
l e g i s l a t i v e  p r o v i s i o n  p e n d i n g  t o  f i n a l l y  a d d r e s s  a n  i n j u r e d  
w o r k e r ' s  c o m p e n s a t i o n  f o r  l o s t  h e a l t h  i n s u r a n c e .

T h e  n e e d s  of A l a s k a n  injured, w o r k e r s  to p r o v i d e  h e a l t h  
i n s u r a n c e  f o r  t h e i r  f a m i l i e s  r e m a i n s  a s e r i o u s  p u b l i c  p o l i c y  
f a u l t .  I n d e e d ,  the G o v e r n o r ' s  T a s k  F o r c e  o n  W o r k e r  
C o m p e n s a t i o n ,  the 1990 S e n a t e  B i l l  5 0 3  s u p p o r t e d  by b o t h  t h e  
W C C A  a n d  A l a s k a  L a b o r  and t h e  1991 S e n a t e  B i l l  219 r e p r e s e n t  
t h e  s t r o n g  b i p a r t i s a n  r e c o g n i t i o n  o f  t h e  p r o b l e m .

Y o u  h a v e  s p e c i f i c a l l y  a s k e d  w h e t h e r  t h e  Dist. of col, 
v. W a s h .T r a d e , 121 L . E d . 513 ( 1 9 9 3 )  c a s e  s o m e h o w  e f f e c t s  t h e  
A l a s k a n  l e g i s l a t i o n .

A s  a m a t t e r  of law, t h e  A l a s k a  d r a f t  p r o v i s i o n  is 
l e g a l l y  d i s t i n g u i s h a b l e  f r o m  t h e  D. C.. l e g i s l a t i o n  a n d  h e n c e  
n o t  e f f e c t e d  b y  t h a t  d e c i s i o n .  T h e  d i f f e r e n c e  l i e s  in t h e  
D i s t .  o f  C o l u m b i a ' s  n o v e l  a t t e m p t  to " r e g u l a t e "  E R I S A  h e a l t h  
i n s u r a n c e  p l a n s  to m a n d a t e  c o v e r a g e  of i n j u r e d  w o r k e r s .  In 
c o n t r a s t ,  t h e  A l a s k a  draft' a v o i d s  a n y  e f f o r t  to r e g u l a t e  
E R I S A  p l a n s  but i n s t e a d  f o l l o w s  t h e  t r a d i t i o n a l  l o s s  
c o m p e n s a t i o n  b a s i s  u s e d  in s t a t e s  s u c h  as C o l o r a d o ,  F l o r i d a ,  
etc. w h i c h  h a v e  w i t h s t o o d  l e g a l  m u s t e r  for d e c a d e s .  In f a c t  
o u r  A l a s k a  e f f o r t  w a s  f r u g a l l y  d r a f t e d  to a v o i d  the n o v e l  
i s s u e s  r a i s e d  in the D.C. c a s e  in t h e  l o w e r  c o u r t s  a n d  w i t h  
t h e  c o n s u l t a t i o n  of J a m e s  E l l e n b u r g e r ,  W a s h i n g t o n - b a s e d  
e x p e r t  o n  w o r k e r  c o m p e n s a t i o n .  [ S e e  a l s o  our A l a s k a  S u p r e m e  
C o u r t ' s  R a g l a n d  v. M - K , # 3 1 0 3  ( A l a s k a  1986) r e c o g n i z i n g  t h e  
n e e d  to m a k e  w h o l e  e m p l o y e e s  f o r  s u c h  l o s s e s . ]

S i m p l y  put, a c o m p a r i s o n  of  t h e  A l a s k a  d r a f t  w i t h  the 

D.C. d r a f t  " c o n f u s e s  a p p l e s  w i t h  o r a n g e s . "

If I c a n  be o f  f u r t h e r  h e l p ,  p l e a s e  call.

S i n c e r e l y ,
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March 1, 1993

Mano Frey 
Alaska AFL-CIO 
350 Irwin Street 
Juneau, AK 99801

RE: PROPOSED SENATE BILL 64

Dear Mano:

I have been asked to provide a legal opinion concerning whether the 
provisions of Proposed Senate Bill 64 would be preempted by federal law und- r the 
Employment Retirement Income Security Act of 1974, as amended (ERISA), particularly 
in light of the recent U.S. Supreme Court decision in the case of District of Columbia v.
Greater Washington Board of Trade.  U.S. , 121 L. Ed.2d 513 (1993). After
reviewing that decision, as well as the proposed additions to AS 23.30.047 (as provided in 
Senate Bill 219 offered during the 1991 legislative session) which are proposed in Senate 
Bill 64, it is my opinion that these proposed revisions to the Alaska Workers’ Compensation 
Act would not be preempted by ERISA.

Although the U.S. Supreme Court has interpreted and applied the preemption 
doctrine (particularly under ERISA) in a very broad manner, there are two critical factors 
upon which I base this legal opinion: First, the statutory provision contained in the District 
of Columbia Workers’ Compensation law required an employer to provide health insurance 
coverage to any injured employee, while the employee was receiving worker’s compensation 
benefits, which was equivalent to the existing health insurance coverage of the employee at 
the time of his injury. That provision was sufficiently related to an employee benefit plan 
that it was preempted by Section 514(a) of ERISA. In contrast, the proposed provisions of 
Senate Bill 64 would not require an employer to provide health insurance coverage to an 
injured employee but, rather, simply require the employer to reimburse the employee in an 
amount equal to the cost of health insurance coverage, if that coverage is discontinued after 
the employee sustains a work related injury. The critical distinction is between requiring 
an employer to provide continued or equivalent health insurance coverage (which relates 
to an employee benefit plan and is, therefore, preempted under ERISA) from requiring an 
employer to reimburse an employee the cost of maintaining health insurance coverage
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(which is not sufficiently related to any employee benefit plan, but is consistent wit! he 
compensation benefits payable to an injured employee.)

Clearly, Alaska’s Worker’s Compensation law falls within the disability insurance law under 
this exemption; furthermore, to the extent that these proposed statutory provisions constitute 
a plan, it may be specifically exempt from ERISA. On the other hand, if the provisions do 
not constitute a plan, then, as discussed above, they are not sufficiently related to an 
employee benefit plan which would allow for preemption.

I hope that this legal opinion will assist you or others concerning the legislative 
changes or additions in the proposed Senate Bill 64. Of course, if you have any questions 
or I can provide any additional information, please do not hesitate to contact me at your 
convenience.

Second, Section 514(b)(3) exempts from the coverage of ERISA any employee 
benefit plan whose primary purpose is to comply with applicable disability insurance laws.

Very truly yours,

JERMAIN, DUNNAGAN & OWENS, P.C.

Bradley D. Owens

/wj



MANO FREY

Executive President

A L A S K A  S T A T E  A F L - C I O
2501 Commercial Drive • Anchorage, Alaska 99501 • 907-258-̂ 284 • Fax 274-0570

Senator Fred Zharoff 
Pouch V
Juneau, AK 99801 

Dear Senator Zharoff,

Senate Bill 64 is a very unbalanced bill. It offers an exemption from civil liability for insurance companies 
while giving nothing to injured workers. The bill is a remedy for a loss insurers suffered in the Alaska Supreme 
Court in a case called Van Beine vs. Era Aviation Inc. Those insurers who provide safety inspections or safety 
advisory services to those whom they insure for Workers' Compensation were found not to be excluded from civil 
liability if their actions in their safety programs proved to be at fault for injury. The bill would provide an exclusion 
from civil liability, in other words - strip injured workers of their rights for redress through the courts. Snipping 
workers of any rights should be compensated for in some manner.

The AFL-CIO has always been of the philosophy that Workers' Compensation laws are a compromise 
between employees and employers. When an injured worker loses an arm or an eye, that worker is compensated. 
When an injured worker loses the right to gains redress for losses suffered the worker should be compensated. 
Balance is the key idea here.

In 1988 workers gave up many things without receiving much in return in order to help bring Workers' 
Comp, premiums down. Since the 1998 act, rates have indeed come down considerably. It now appears that the 
insurance companies are willing to ask for something that is solely for their benefit

It's been said by insurance companies that the safety programs were halted as a result of the Van Beine case, 
and they would 1y reinstituted at great benefit to the worker. To date, nobody has been able to prove that the loss of 
these highly touted insurance company safety programs resulted in an increase in accidents on the job. In fact, 
accident rates for most areas where these safety programs have been withdrawn have experienced a decrease in 
accident rates. We feel that the reason the insurance companies are saying their safety programs are needed 
desperately is a smoke screen to hide their real issue - fear of profit loss.

Over the past four years there has been an agreement between employers, insurance companies, and labor to 
address this liability concern while providing something for the injured workers. The agreement was what other 
states have enjoyed - the continuation of health benefits for injured workers who were receiving medical benefits at 
the time of injury. Now that the insurance industry feels they have an advantage in this legislature, they arc 
pressing ahead with only half of the equation.

The vote you will make on this piece of legislation is a vote that is either for or against injured 
workers. It is not a union vs. non-union issue it is an issue that affects everyone who works for an honest living. It 
is a vote that I urge you to vote "NO" on. It is a vote that could end the cooperation labor and management have 
historically enjoyed. Without something such as the Health Benefits Amendment for the injured worker, a "YES" 
”ote equates to an anti-injured worker vote.

Sincerely,

Mano Frey 
Executive President

m
•>

BRUCE LUDW IG

Secretary /  T reasurer

February 22, 1993



H r. H a r l e y  Olberc;
A l a s k a  S t a t e  H o u s e  of R e p r e s e n t a t i v e s  
P o u c h  V
J u n e a u ,  A l a s k a  99811 

D e a r  R e p r e s e n t a t i v e  Olberg:

A s  an A l a s k a  c i t i z e n  for m a n y 'years, I  as k  y o u r  i n t e r e s t  in 
s t o p p i n g  a p r o b l e m  t h a t  h a s  h u r t  a lot of A l a s k a n  irorkers —  and I 

a m  o n e  o f  them.

M y  n a m e  is G a r y  W o o d w a r d  a n d  I h a v e  w o r k e d  t h r o u g h o u t  m y  l i f e  
in l a v  e n f o r c e m e n t  a n d  the c o n s t r u c t i o n  i n d u s t r y  to p r o v i d e  h e a l t h  
i n s u r a n c e  f o r  m y  family. H e a l t h  i n s u r a n c e  is an i m p o r t a n t  p a r t  of 
m y  c o m p e n s a t i o n  for m y  f a m i l y  o f  t h r e e  c h i l d r e n .

In O c t o b e r  of 1991 I s u f f e r e d  a n  e x t r e m e  d i s a b i l i t y  to my
h a n d s  w h i c h  ha* n o w  r e q u i r e d  t h r e e  o p e r a t i o n s ,  s i n c e  I c a n n o t  
r e t u r n  to m y  c o n s t r u c t i o n  p o s i t i o n  w i t h  Kasicel C o n s t r u c t i o n  yet, 
( a n d  the d o c t o r s  c a n n o t  r e l e a s e  m e  to r e t u r n  to w o r k ) ,  I h a v e  b e e n  
o n  w o r k e r  c o m p e n s a t i o n .

T h e  w o r k e r  c o m p e n s a t i o n  s y s t e m  h a s  p r o v i d e d  m e  a s m a l l  i n c o m e
( a b o u t  1/2 m y  w e e k l y  i n c o m e  w i t h  Iiaskel C o n s t r u c t i o n )  d u r i n g  m y
r e c o v e r y  p e r i o d  b u t  I h a r e  c o m p l e t e l y  lo s t  my h e a l t h  i n s u r a n c e  
c o v e r a g e .  I a m  to l d  that t h e  A l a s k a  w o r k e r  c o m p e n s a t i o n  act 
a p p a r e n t l y  i g n o r e s  the loss o f  h e a l t h  i n s u r a n c e  b e n e f i t s .  T h i s  
s i t u a t i o n  h a s  put m e  in the w o r s t  f i n a n c i a l  cr i s i s  o f  m y  life.

T w o  w e e k s  a g o  I s u f f e r e d  a G r a n d  Mai s e i z u r e  a n d  w a s  
m e d i - v a c e d  o u t  of V a l d e z  f o r  e m e r g e n c y  care at P r o v i d e n c e  
H o s p i t a l .  C u r r e n t l y  I a m  u n d e r g o i n g  d i a g n o s i s  t o  d e t e r m i n e  m y  
m e d i c a l  p r o b l e m  and I am u n d e r  m e d i c a t i o n  to p r e v e n t  e r u p t i o n  of 
f u r t h e r  s e i z u r e s .  «

On t o p  of t h e s e  s e r i o u s  m e d i c a l  c o n d i t i o n s ,  I am n o w  f a ced 
w i t h  t h o u s a n d s  of d o l l a r s  of m e d i c a l  b i l l s  to P r o v i d e n c e  H o s p i t a l ,  
t h e  v a l d e z  ( L u t h e r a n )  H o s p i t a l ,  m e d i - v a c  s e r v i c e s ,  a n d  n u m e r o u s  
d o c t o r s .  T h e  l a c k  of h e a l t h  i n s u r a n c e  d u e  to m y  w o r k e r  
c o m p e n s a t i o n  s t a t u s  l e a v e s  m e  in s e r i o u s  d i s t r e s s .  I a l s o  b e l i e v e  
P r o v i d e n c e  H o s p i t a l  and the o t h e r s  d e s e r v e  p a y m e n t  b u t  the l a c k  o f  
i n s u r a n c e  u n d e r  w o r k e r  c o m p e n s a t i o n  certain.lj a f f e c t s  t h e m  
a d v e r s e l y .

I a s k  y o u  as o u r  r e p r e s e n t a t i v e  in Juneau, to a d d r e s s  this 
s e r i o u s  d e f e c t  in t h e  w o r k e r  c o m p e n s a t i o n  system. T h a n k  y o u  for 
y o u r  e f f o r t s .

S i n c e r e l y

V a l d e z ,  A l a s k a  9 9 6 8 6  
Phone: 8 3 5 - 2 6 8 0



*
A l a s k a  S t a t e  S e n a t o r s  
P o u c h  V
J u n e a u ,  A l a s k a  9 9811 

D e a r  S e n a t o r s :

~ A s  an A l a s k a  c i t i z e n  for m a n y  y e a r s ,  i ~ a s k y o u r  interest in 
s t o p p i n g  a p r o b l e m  that h a s  hurt a l o t  of A l a s k a n  w o r k e r s  -- and I 
a m  o n e  o f  them.

M y  n a m e  is G a r y  W o o d w a r d  a n d  I h a v e  w o r k e d  t h r o u g h o u t  my life , 
in l a w  e n f o r c e m e n t  and the c o n s t r u c t i o n  i n d u s t r y  to p r o v i d e  h e a l t h  
i n s u r a n c e  for m y  family. H e a l t h  i n s u r a n c e - i s  a n  important part of- 
m y  c o m p e n s a t i o n  f o r  m v  f a m i l y  of t h r e e  c h i l d r e n .

In O c t o b e r  o f  1991 I s u f f e r e d  a n  e x t r e m e  d i s a b i l i t y  to m y
h a n d s  w h i c h  has- n o w  r e q u i r e d " t h r e e  o p e r a t i o n s .  S i n c e  I c a n n o t "  
r e t u r n  to m y  c o n s t r u c t i o n  p o s i t i o n  w i t h  K a s k e l  C o n s t r u c t i o n  yet,
(a n d  t h e  d o c t o r s  c a n n o t  r e l e a s e  m e  to r e t u r n  to work), I have b e e n  

_ o n  w o r k e r  . c o m p e n s a t i o n . -•    ■=-■------ ------ ------

T h e  w o r k e r  c o m p e n s a t i o n  s y s t e m  h a s  p r o v i d e d  me a small income
( a b o u t  1/2 m y  w e e k l y  i n c o m e  w i t h  H a s k e l  C o n s t r u c t i o n )  during m y
r e c o v e r y  p e r i o d  b u t  I h a v e  c o m p l e t e l y  lo s t  m y  h e a l t h  insurance
c o v e r a g e .  I a m  t o l d  th a t  the A l a s k a  w o r k e r  c o m p e n s a t i o n  a c t  
a p p a r e n t l y  i g n o r e s  the lo s s  of h e a l t h  i n s u r a n c e  benefits. Th i s  
s i t u a t i o n  h a s  p u t  m e  in the w o r s t  f i n a n c i a l  c r i s i s  of my life.

- - * I

T w o  w e e k s  a g o  I s u f f e r e d  a G r a n d  M a i  s e i zure and w a s
m e d i - v a c e d  o u t  o f  V a l d e z  for e m e r g e n c y  c a r e  at p r o v i d e n c e
H o s p i t a l .  ' u r r e n t l y  I a m  u n d e r g o i n g  d i a g n o s i s  to d e t e r m i n e  m y  
m e d i c a l  p r o b l e m  a n d  r a m  u n d e r  m e d i c a t i o n  to p r e v e n t  eru p t i o n  of 
f u r t h e r  s e i z u r e s .

O n  t o p  o f  t h e s e  s e r i o u s  m e d i c a l  c o n d i t i o n s ,  I am now f a c e d  
w i t h  t h o u s a n d s  o f  d o l l a r s  of m e d i c a l  b i l l s  to P r o v i d e n c e  Hospital, 
t h e  V a l d e z  ( L u t h e r a n )  H o s p i t a l ,  m e d i - v a c  s e r v i c e s ,  and num e r o u s
doctors-. - T h e  l a c k  — o f —  h e a l t h - i n s u r a n c e  due ’to m y - w o r k e r  ~ -
c o m p e n s a t i o n  s t a t u s  leaves m e  in s e r i o u s  d i s t r e s s .  I a l s o  b e l i e v e  
P r o v i d e n c e  H o s p i t a l  and the o t h e r s  d e s e r v e  p a y m e n t  but the lack of  
i n s u r a n c e  u n d e r  w o r k e r  c o m p e n s a t i o n  c e r t a i n l y  a f f e c t s  t h e m  
a d v e r s e l y .  ____

I a s k  y o u  as o u r  r e p r e s e n t a t i v e  in J u n eau, to a d d r e s s  this 
s e r i o u s  d e f e c t  i n  t h e  w o r k e r  c o m p e n s a t i o n  s y s t e m .  T h a n k  you tor 
-your e f f o r t s .  . -

-S'irvcerely,



WALTER J . HICKEL
3EvERNC«

S t a t e  o k  A l a s k a

:rr ;; TiC GCVCRncm 
J L'XEAC

A J u n e  14, 1991

T h e  H o n o r a b l e  R i c h a r d  I. Eliasor.
P r e s i d e n t  o f  t h e  S e n a t e  
P . O .  B o x  V 
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n :

U n d e r  art. II, sec. 15 of t h e  A l a s k a  c o n s t i t u t i o n ,  I h a v e  d e c i d e d  
t o  v e t o  H o u s e  C o m m i t t e e  S u b s t i t u t e  for C o m m i t t e e  S u b s t i t u t e  f o r  
S e n a t e  B i l l  No. 219 (Jud) a m  H (efd add), w h i c h  w o u l d  a m e n d  t h e  
A l a s k a  w o r k e r s ’ c o m p e n s a t i o n  s t a t u t e .

A s  p a s s e d  b y  t h e  Senate, th i s  b i l l  was d e s i g n e d  to a d d r e s s  t w o  
r e l a t i v e l y  n o n - c o n t r o v e r s i a l  i s s u e s  -- i n j u r i e s  i n c u r r e d  a s  a 
r e s u l t  of e m p l o y e r  s p o n s o r e d  r e c r e a t i o n a l  a c t i v i t i e s  a n d  r e m o v a l  of 
l i a b i l i t y  f o r  s a f e t y  i n s p e c t i o n s  c o n d u c t e d  o n  b e h a l f  of s e l f -  
i n s u r e d  e m p l o y e r s  a n d  w o r k e r s '  c o m p e n s a t i o n  c a r r i e r s .  H o w e v e r ,  in 
t h e  l a t t e r  d a y s  of t h e  s e s s i o n ,  a c o l l e c t i o n  of a m e n d m e n t s  
a d d r e s s i n g  v a r i o u s  s p e c i a l  i s s u e s  w e r e  ad d e d .  I ' m  a d v i s e d  t h a t  
m a n y  o f  the a m e n d m e n t s  w e r e  a d d e d  in the f i n a l  d a y s  of the s e s s i o n  
w h i c h  r e s u l t e d  in an i n s u f f i c i e n t  o p p o r t u n i t y  a n d  t i m e  for p u b l i c  
p a r t i c i p a t i o n  a n d  c o m m e n t  o n  t h e  i s s u e s  r a i s e d  b y  the bill.

N e i t h e r  t h e  D e p a r t m e n t  of  L a w  n o r  the D e p a r t m e n t  of L a b o r  s u p p o r t  
t h e  b i l l  as  w r i t t e n .  I ’ve r e c e i v e d  m a n y  otters in m y  o f f i c e  
e x p l a i n i n g  t h e  flaws in this b i l l  a n d  u r g i  m e  to v e t o  it. I 
b e l i e v e  t h a t  t h e  r u s h  to a m e n d  t h e  l e g i s l a t i o n  in the final d a y s  o f  
t h e  s e s s i o n  d i d  not a l l o w  t i m e  f o r  its p r o p e r  c o n s i d e r a t i o n .  It is 
m y  o p i n i o n  t h a t  it is in t h e  b e s t  i n t e r e s t s  of a l l  A l a s k a n s  t h a t  I 
p r e v e n t  t h i s  b i l l  fr o m  b e c o m i n g  law.

I d o  s u p p o r t  t h e  e x c l u s i o n  o f  e m p l o y e r  s p o n s o r e d  r e c r e a t i o n a l  
a c t i v i t i e s  f r o m  c o v e r a g e  u n d e r  t h e  Wor k e r s '  C o m p e n s a t i o n  A c t .  T o  
a c c o m p l i s h  t h a t  goal o n e  of m y  f i r s t  acts n e x t  y e a r  w i l l  b e  to 
s u b m i t  a n e w  b i l l  w h i c h  w i l l  r e s o l v e  the r e c r e a t i o n a l  s p o r t s  i s s u e .
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In t h e  b r o a d e r  p e r s p e c t i v e  of t h e  W o r k e r s '  C o m p e n s a t i o n  Act a n d  t h e  
m a n y  i s s u e s  r a i s e d  b y  the c o l l e c t i o n  of a m e n d m e n t s  in this b i l l ,  I 
b e l i e v e  t h a t  w e  m u s t  a d d r e s s  t h o s e  issues in a c o m p r e h e n s i v e  
.fashion. In t h a t  v e i n  I l o o k  f o r w a r d  to w o r k i n g  w i t h  t h e  
L e g i s l a t u r e ,  l a b o r  u n i o n  l e a d e r s ,  a n d  o u r  b u s i n e s s  c o m m u n i t y  to 
a c c o m p l i s h  a b e t t e r  statute.

I w a n t  to m a k e  p l a i n  that I p e r s o n a l l y  b e l i e v e  that w o r k e r s ’ 
c o m p e n s a t i o n  is a n  issue of g r e a t  i m p o r t a n c e  to b o t h  w o r k e r s  a n d  
e m p l o y e r s  t h r o u g h o u t  A l a s k a .  O n  t h e  one hand, it is a p r i m a r y  
w o r k e r  p r o t e c t i o n  pro g r a m .  O n  t h e  o t h e r ,  it is o n e  of the h i g h e s t  
c o s t s  c f  d o i n g  b u s i n e s s  for m a n y  e m p l o y e r s .

F o r  t h a t  r e a s o n ,  I r e c o m m e n d  t h a t  a n  i n - d e p t h  r e v i e w  take p l a c e  of 
t h e  c u r r a n t  law. I am p l e a s e d  to d i s c o v e r  t h a t  a n u m b e r  of 
l e g i s l a t o r s ,  i n c l u d i n g  s p o n s o r s  of this b i ll, have a g r e e d  to 
d e d i c a t e  t h e m s e l v e s  to this t a s k .
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Rcoutfey. Senators Kelly, Rodey, Sturgulewski»
Szymanski, Kerttu la , Fahrenkamp, Binkley 
and Uehling
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Mary Pierce 
Richard Cattanach 
David Gottstdn 
Ralph Lewis 
Stephan Rehnberg

Robert Anders 
Kevin Dougherty 
Ralph Mingo 
Joseph Thomas 
Kenneth Weist

At considerable expense to themselves and their companies and organizations and no 
cost to the state, these members made themselves available for testimony and gulaance at 
literally all hours and served as the backbone of the reform effort.

The members of the Fifteenth Alaska Legislature are pleased to recognize and honor 
the significant contributions made toward workers' compensation reform legislation by 
the members of the joint labor/management task force.

In October of 1986, ten individuals, five representing organized labor
organizations and five representing business interests within Alaska, gathered to begin 
discussion of workers’ compensation reform. They organized oecausc spiralling worker 
compensation rates threatened to close many Alaskan comr.ni.ieS, causing greater distress 
to Alaska's already troubled economy and displacing even more workers.

Eighteen months and countless hours of work sessions, hearings and testimony have 
produced reform legislation which will afford significant savings to Alaska.businesses, 
while providing excellent protection and coverage for Alaska's workers.

Their tireless efforts embody the strength of our democratic system, citizen 
participation. Two groups of nonelected individuals working together to forge a 
compromise benefiting both parties and advancing cnat solution through the political 
process.

The members of the task force include:

We, the members of the Fifteenth Alaska Legislature, commend the members of the 
labor/management task force for their outstanding contributions benefiting the state of 
Alaska, its businesses and workers.

* HONORING *
* THE LABOR/MANAGEMENT TASK FORCE * 

x ON "
* WORKERS' COMPENSATION REFORM *
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April 4 ,19 9 3

Honorable Bill Hudson, Chairperson 
House Labor and Commerce Committee 
State Capital
Juneau, Alaska 99801-1182

Re: Committee hearing on SB 64,im m unity for Safety Inspectors.

Dear Mr. Hudson,

I understand the House Labor and Commerce Committee will review 
SB 64 on 4/5/93. I would like to present some written comments on 
this proposed bill.

I am a Board Certified Safety Professional and an Am erican Board 
Certified Industrial Hygienist who currently perform s safety and 
industrial hygiene services for a major oil and gas support contractor 
on the North Slope. I feel I am obligated to professional explain that 
SB 64 has some m ajor flaws.

This bill w ill n ot serve the Publics best interest giving liability  
protection to select groupj of insurance carriers and agents. One o f 
the major reasons Insurance were found to have third party liability 
was due to th e  p oo r q u ality  inspections b y  u n q u alified  or 
incom petent inspectors. There are no current standards to ensure 
the safety inspections or inspectors are competent or qualified.

This law does not provid e any qualifications for the "safety 
Inspector" it is intended to protect. In essence, the State giving 
liab ility  protection  to safety  inspectors w ithout assuring these 
inspectors are com petent to provide those services is com parable to 
giving hangers to back  alley abortionists and sanctioning th eir 
activities. If the State intends to give protection for liability to a 
group, the State m ust ensure the group protected has professional 
standards, otb' . and licensing to assure they are at least competent 
to perform those services.

The State o f  Texas W orker's Com pensation Board requires work 
com pensation inspections to be conducted by a Certified Safety 
Professional, Certified Industrial Hygienist, or a Registered

1
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Professional Engineer in Safety Practices. The State o f Texas 
recognized the problem  was quality o f inspection prevents liability 
and not quantity. Most of the insurance loss control inspections are 
b y  en try level persons w ith  very  little training who are given 
checklist that are often not appropriate to the type inspection, work 
activity, or industry they are trying to inspect.

I would recom m end the safety inspectors we are trying to give 
im m unity to  be competent o r held liable for their actions. The only 
w ay to ensure com petency o f the inspector is to require safety 
inspectors to be certified by:

American Board of Industrial Hygiene (ABIH);
Board of Certified Safety Professionals (BCSP), or;
Joint Committee of ABIH and BCSP for Occupational Health & 

Safety Technologist.

W hen the State legislators passed similar protection to registered 
nurses, doctors, emergency medical technicians, etc., each one of the 
groups protected had to demonstrate a minimal level o f com petency 
b y  licensing to provide those services before th ey w ere covered 
un der the good Samaritan act. There is no current qualification or 
level o f com petency for the these safety inspectors w hich  means 
inspections perform ed are not always done by qualified individuals 
who can recognize hazards in the work place, evaluate those hazards, 
and recommend or im plement the proper controls fo r  injury in the 
w ork place.

D epending upon the agent, current quality o f insurance safety  
inspection  va ry  w idely. Some carriers do provid e com petent 
personnel. Others only provide a warm  bod y to  rep ort to the 
underwriters potential catastrophic loss information. M any do not 
even  provide reasonable reports back to t h : client to abate the 
h azard s th ey claim  to find. One o f the problem s w ith  w ork 
compensation in this State is the people who manage these issues are 
not providing good practices and solutions for the protection o f the 
w orker or property. If the State gives these people im m unity from  
civil liability, and not make them accountable, then w hy even have 
safety at the work place.

Another major problem is liability protection for insurance, but not 
for other similar professionals is inequitable. W hy protect only

06 '9 3  07=ISAM NATCHIQ INC. (907) 267-3190 p . 3
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insurance safety persons w ith no established qualifications and 
require private sector safety consultants who may be more qualified 
to bear the liability. This creates unfair com petition practices. An 
analogy is letting insurance companies provide engineering services 
without professional engineers and requiring all other private sector 
registered professional engineers to have bear liability  for their 
services.

Senate bill 64 could be made acceptable if  two conditions w ere 
included for the protection o f the public and worker.

1. Require the safety inspectors to m eet the same m inim al 
qualifications as proposed in the State House draft, Licensing o f 
Safety Professionals (as defined as a Licensed Safety Professional). 
T h is  p ro v is io n  w ill re q u ire  m inim um  q u a lific a tio n s  a n d  
accountability of these "Safety inspectors" to a licensing board.

2. A n y  other owner, partncisnip, or corporation that uses a 
Licensed Safety Professional as determ ined u n d er the cu rrent 
proposed State House Draft for Licensing o f the Safety Professional 
will receive similar immunity from  civil liability for that Licensed 
Safety Professional. Currently, no such protection is available by  
insurance carriers in Alaska for Safety and Industrial H ygiene 
Professionals who provide sim ilar services as a consultant or as an 
em ployee o f an employer in fields outside o f the insurance industry.

Including these two provisions will:

a) Provide fair treatment of all safety inspectors in the State 
and not just Insurance carriers, and;

b) Ensure the p eople th at w here the State is g iv in g  
immunity from  civil liability to safety Inspectors, these safety 
inspectors are at least m inim ally qualified to provide those 
services, while still making those safety inspectors accountable 
to their respective Licensing Boards.

I believe we need to make sure we are protecting the Alaskan 
W orker and Business before we protect the Insurance Industry. Lets 
us at least require the persons who m anage work com pensation 
issues have the qualifications to do so. Attached is a press release 
from  the Department of Labor. I firm ly believe m uch o f the problem
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in escalation worker compensation cost is lack of qualified safety and 
industrial h ygiene personnel w orking as safety inspectors. Get 
q u alified  p ersonn el, and the lia b ility  issue along with w ork  
compensation cost will begin to come under control.

Thank you for you r time and consideration.

Respectfully,

'  /C '-iS L

Tim othy K^fcundy, CSP, CIH

RPR 06 '9 3  0?:16RM NATCHIQ INC. (907) ,207-3190 p . 5
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SHELBY L. NUENKE-DAVISON 
BRUCE E, DAVISON, P.E*

•Member op 
Alaska and 
W ashinoton 
State Bar

March 30,1993

TO: Membcre of the House Labor and Commerce Committee
FROM: Shelby L, Nuenke-Daviaon
RE: Senate BUI 64
Dear Repreaentatives:
I understand that Senate Bill 64 may be voted on by the House Labor and Commerce 
Committee today. I have been defending employers in the workers' compensation arena over 
the last ten years and I think it is in the best interest of both employees and employers that 
Senate Bill 64 be enacted. Most employers in Alaska are small and cannot afford safety 
consultants or in-houir9 safety engineers. The only way that safety consultation is provided to 
small employers is through their insurance companies. However, unless Senate Bill 64 passes, 
insurance companies will not provide Bafety instruction and consultation to their insureds. 
Since the predominant goal of workers' compensation should be the prevention of injuries, I 
believe it is in the employees and employers best interest that Senate BUI 64 be passed.

Sincerely,
vVISON & DAVISON, INC.

SND/cah

M07 West 31st Avenue, Fifth FLOOR * Anchoraob. Alaska • 99303 • Telethons (907) 276̂ 555 • Pacsimilb (907) 276-7873
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A l a s k a  A c t i o n  T r u s t

TO: R e p r e s e n t a t i v e  H u d s o n ,  C h a i r  of H o u s e  L a b o r  & C o m m e r c e

R e p r e s e n t a t i v e  Green, V i c e - C h a i r  o f  H o u s e  L a b o r  & 

C o m m e r c e

R s p r e s e n t a t i v e  M u l d e r  

R e p r e s e n t a t i v e  P o r t e r  

R e p r e s e n t a t i v e  W i l l i a m s  

R e p r e s e n t a t i v e  s i t t o n  

R e p r e s e n t a t i v e  M a c k i e

PROM: M i c h a e l  S c h n e i d e r

DATE: M a r c h  22, 1993

RE: SB 64: i m m u n i t y  fo r  W o r k - P l a c e  S a f e t y  I n s p e c t i o n s

O n  b e h a l f  o f  t h e  A c a d e m y  o f  T r i a l  L a w y e r s ,  I h a v e  b e e n  a s k e d  t o  
e x p r e s s  o u r  s t r o n g  o p p o s i t i o n  t o  S B  64. I n  1989, t h e  A l a s k a  
S u p r e m e  C o u r t  a n n o u n c e d  its r u l i n g  i n  V a n  B i e n e  v. E r a  H e l i c o p t e r s .  
Inc. . 779 P . 2d 3 1 5  ( A l a s k a  1989). It h e l d  t h a t  t h o s e  n e g l i g e n t l y  
( u n r e a s o n a b l y )  p e r f o r m i n g  s a f e t y  i n s p e c t i o n s  c o u l d  b e  l i a b l e  if 
t h e i r  n e g l i g e n t  c o n d u c t  w a s  a l e g a l  c a u s e  o f  s o m e o n e  e l s e ' s  i n j u r y .  
T h i s  r u l i n g  w a s  n o  s u r p r i s e  t o  t h e  i n s u r a n c e  i n d u s t r y .  I l l i n o i s  
h a s  h a d  t h i s  r u l e  o f  l a w  f o r  a p p r o x i m a t e l y  30 y e a r s ,  A l a b a m a  f o r  
o v e r  20 ye a r s ,  a n d  G e o r g i a  f o r  a b o u t  20 y e a r s .  T h e  r u l e  is 
c o d i f i e d  in t h e  R e s t a t e m e n t  (Second) o f  T o r t s , a t  S e c t i o n  323, a n d  
h a s  b e e n  w e l l  e s t a b l i s h e d  in t h e  U n i t e d  S t a t e s  f o r  t h e  b e t t e r  p a r t  
o f  a c e n t u r y .

It s h o u l d  b e  n o t e d  t h a t  a n  i n j u r e d  w o r k e r  c a n  n e v e r  s u e  h i s  
e m p l o y e r  or  c o - e m p l o y e e s .  T h a t  h a s  b e e n  t h e  l a w  in  A l a s k a  f o r  o v e r  
t h i r t y  years. S e e  A S  2 3 . 3 0 . 0 5 5 .  V a n  B i e n e  is t h e  o n l y  r e p o r t e d  
c a s e  in A l a s k a  w h e r e  t h i s  k i n d  o f  a c l a i m  h a s  b e e n  m a d e  a g a i n s t  a 
d e f e n d a n t .  T h e r e  a p p e a r  t o  b e  v e r y  f e w  c a s e s  o f  t h i s  t y p e  t h a t  
h a v e  b e e n  b r o u g h t  in t h e  p ast.

T h e r e  is ro  h a r d  e v i d e n c e  b e f o r e  t h e  l e g i s l a t u r e  t h a t  s a f e t y  
i n s p e c t i o n s  a r e  n o t  b e i n g  p e r f o r m e d ,  o r  t h a t  t h o s e  p e r f o r m i n g  t h e m  
a r e  b e i n g  sued. T h e  e n d  o f  t h e  '‘d e e p - p o c k e t ' 1 t h e o r y  w i t h  t h e  
p a s s a g e  of P r o p o s i t i o n  II in 19 8 8  ( e f f e c t i v e  M a r c h  5, 1989) m e a n s  
t h a t  a s a f e t y  i n s p e c t o r  c o u l d  n e v e r  b e  r e s p o n s i b l e  for m u c h  of  
p l a i n t i f f ' s  d a m a g e s  u n l e s s  t h e  f a u l t y  i n s p e c t i o n  w a s  t h e  m a i n  
r e a s o n  for p l a i n t i f f ' s  injury.

1



U n d e r  c u r r e n t  law, t h e  p u b l i c  p o l i c y  o f  A l a s k a  is in l i n e  w i t h  t h a t  
o f  o t h e r  s t a t e s .  T h o s e  of  u s  w h o  e n g a g e  in a c t i v i t i e s ,  w h e t h e r  w e  
a r e  d r i v i n g  o u r  v e h i c l e s  o r  a c t i n g  in o u r  p r o f e s s i o n s ,  a r e  
e n c o u r a g e d  t o  do  so r e a s o n a b l y .  If o u r  u n r e a s o n a b l e  c o n d u c t  is t h e  
l e g a l  c a u s e  o f  injury, t h e n  w e  m a y  b e  h e l d  a c c o u n t a b l e  in d a m a g e s  
f o r  t h e  c o n s e q u e n c e s  of t h a t  u n r e a s o n a b l e  c o n d u c t .  T h i s  r u l e  is 
b r o a d l y  a p p l i c a b l e  to a l l  o f  us, a p p r o p r i a t e l y  e n c o u r a g e s  
r e a s o n a b l e  a n d  r e s p o n s i b l e  c o n d u c t ,  a n d  d i s c o u r a g e s  t h e  i n d i f f e r e n t  
p e r f o r m a n c e  of i m p o r t a n t  p r o f e s s i o n a l  s e r v i c e s  s u c h  as s a f e t y  
i n s p e c t i o n s .

U n d e r  c u r r e n t  law, w e  a r e  a l l  e q u a l  b e f o r e  t h e  law. T h e  
l e g i s l a t u r e ,  in e v a l u a t i n g  S B  64, is b e i n g  a s k e d  t o  c a r v e  o u t  a 
s p e c i a l  e x c e p t i o n  f o r  t h e  i n s u r a n c e  i n d u s t r y .  T h i s  l a r g e l y  f o r e i g n  
i n d u s t r y  is n o  m o r e  e n t i t l e d  t o  t h i s  s o r t  o f  s p e c i a l  t r e a t m e n t  t h a n  
a n y o n e  else. S B  64 w o u l d  l e a v e  i n j u r e d  w o r k e r s  w i t h o u t  a 
m e a n i n g f u l  r e m e d y  a g a i n s t  s a f e t y  i n s p e c t o r s  o n  t h o s e  r a r e  o c c a s i o n s  
w h e r e  n e g l i g e n c e  c a u s e s  s e r i o u s  injury. If a s h o d d y  i n s p e c t i o n  
r e l i e d  u p o n  b y  a n  e m p l o y e r  c a u s e d  i n j u r y  t o  a w o r k e r ,  t h e  w o r k e r  
a n d  h i s  o r  h e r  f a m i l y  w o u l d  b e  l e f t  w i t h  n o t h i n g  m o r e  t h a n  t h e  
m e a g e r  b e n e f i t s  a l l o w e d  u n d e r  t h e  w o r k e r s '  c o m p e n s a t i o n  s y s t e m .  
T h o s e  u n r e a s o n a b l y  p e r f o r m i n g  t h e  s a f e t y  i n s p e c t i o n  w o u l d  b e  t a k e n  
o f f  t h e  h o o k  b y  t h i s  n e w  l a w  t h a t  e n c o u r a g e s  a d i s r e g a r d  f o r  t h e  
i m p o r t a n t  p r o f e s s i o n a l  f u n c t i o n s  r e l i e d  u p o n  b y  w o r k e r s  a n d  
e m p l o y e r s  a r o u n d  t h e  state. S B  64 is b a d  p u b l i c  p o l i c y ,  a n d  it 
s h o u l d  r e c e i v e  y o u r  n e g a t i v e  v o t e .
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V Alaska Timber Insurance Exchange
2555 First Avenue 
Ketchikan, Alaska 99901 
FAX (907) 225-9454 
(907) 225-9451

T h e  H o n o r a b l e  B i l l  H u d s o n  
C h a i r m a n
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
H o u s e  of  R e p r e s e n t a t i v e s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P 0 B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

RE: S.B. 64

D e a r  R e p r e s e n t a t i v e  H u d s o n :

T h e  V a n  B i e n e  B i l l ,  (S.B. 64), n o w  b e f o r e  t h e  H o u s e  L a b o r  a n d  
C o m m e r c e  C o m m i t t e e ,  is of  p a r t i c u l a r  i m p o r t a n c e  t o  t h e  
m a n a g e m e n t  a n d  p o l i c y h o l d e r s  of t h e  A l a s k a  T i m b e r  I n s u r a n c e  
E x c h a n g e ,  (the E x c h a n g e ) .

S i n c e  b e g i n n i n g  o p e r a t i o n s  in 1980, t h e  E x c h a n g e  h a s  d e v e l o p e d  
i n t o  t h e  S t a t e  o f  A l a s k a ' s  l a r g e s t  w r i t e r  of w o r k e r s '  
c o m p e n s a t i o n  i n s u r a n c e  f o r  l o g g e r s .  T o d a y  w e  h a v e  47 
p o l i c y h o l d e r s  r e p r e s e n t i n g  a p p r o x i m a t e l y  2 , 0 0 0  e m p l o y e e s ,  m o s t  
o f  w h o m  a r e  l o c a t e d  in l o g g i n g  c a m p s  t h r o u g h o u t  S o u t h e a s t  
A l a s k a .

U n f o r t u n a t e l y ,  t h e  A l a s k a  S u p r e m e  c o u r t  d e c i s i o n ,  (Van B i e n e  
v s  E R A ) , e n l a r g i n g  t h e  a b i l i t y  o f  e m p l o y e e s  c o v e r e d  b y  A l a s k a  
S t a t e  w o r k e r s '  c o m p e n s a t i o n  t o  s u e  t h e  C a r r i e r  for d a m a g e s  in 
c o n n e c t i o n  w i t h  s a f e t y  a u d i t s  a n d / o r  r e c o m m e n d a t i o n s ,  f o r c e d  
t h e  E x c h a n g e  t o  m a d e  t h e  h a r d  c a l l  a n d  n o  l o n g e r  p e r f o r m  
s a f e t y  a u d i t s  n o r  o f f e r  s a f e t y  r e l a t e d  r e c o m m e n d a t i o n s .

T h e  V a n  B i e n e  d e c i s i o n  f o s t e r s  a d e p a r t u r e  f r o m  p r o m o t i n g  a 
s a f e  w o r k  e n v i r o n m e n t  a n d  t h e r e f o r e ,  t h e  p a s s a g e  of S.B. 64 is 
o f  p a r a m o u n t  i m p o r t a n c e .

T h e  A l a s k a  S u p r e m e  C o u r t  r e a l i z e d  t h e  V a n  B i e n e  d e c i s i o n  c o u l d  
h a v e  a n  a d v e r s e  e f f e c t  o n  i n s u r a n c e  c o m p a n i e s '  w o r k p l a c e  
s a f e t y  p r o g r a m s ,  a n d  o n  w o r k e r s '  s a f e t y  in g e n e r a l .  H o w e v e r ,  
t h e  c o u r t  d e c l i n e d  to m a k e  l e g a l  d e c i s i o n  b a s e d  o n  p u b l i c  
p o l i c y  c o n s i d e r a t i o n s ,  s t a t i n g :  " W e  d e c l i n e  t o  j u d i c i a l l y
a m e n d  t h e  A c t  o n  t h e  b a s i s  o f  s u c h  a p o l i c y  a r g u m e n t .  T h i s  
t y p e  o f  p o l i c y  d e t e r m i n a t i o n  is a p p r o p r i a t e l y  l e f t  for t h e  
l e g i s l a t u r e . "
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A la ska  T im b e r  Insu rance  Exchange

T h e  H o n o r a b l e  B i l l  H u d s o n
S.B. 64

M a r c h  16, 1993 
P a g e  2

T h e r e f o r e ,  t h e  E x c h a n g e  e n c o u r a g e s  t h e  H o u s e  t o  p a s s  S.B. 64 
as q u i c k l y  as p o s s i b l e  s o  t h a t  w o r k p l a c e  s a f e t y  p r o g r a m s  c a n  
o n c e  a g a i n  b e  i m p l e m e n t e d  w i t h o u t  t h e  f e a r  o f  l i t i g a t i o n .

T h a n k  y o u  for t h e  o p p o r t u n i t y  t o  c o m m e n t  o n  t h i s  m a t t e r .

S i n c e r e l y ,

D o n a  Lewis, P r e s i d e n t  
A l a s k a  T i m b e r  E x c h a n g e  
M a n a g e m e n t  C o r p o r a t i o n

D L / l j l

cc: Mr. M a r t i n  Pihl, C h a i r m a n



W il l ia m  G r a n t  C a l l o w

A PROFESSIONAL CORPORATION 
A TTO RN E Y  A T  L A W  

425  C , STREET , S U IT E G 1 0  
A N CH O RA G E . A L A SK A  W i l l  

T E L  <‘.>(>7) 276-1221 
FAX  <0071 25K -7329

March 16, 1993

The Honorable Bill Hudson
Chair, House Labor & Commerce Committee
House of Representatives
State Capital
Juneau, Alaska 99801-1182

RE: SB 64, proposed immunity for workplace safety inspections

Dear Mr. Hudson:

I am a lawyer in general practice in Anchorage. I am also a commissioner of the 
National Conference of Commissioners on Uniform State Laws (NCCUSL).

I am very concerned that Alaska workers and other members of the public will be 
exposed to great risk of danger if SB 64 passes and eventually becomes law.

In my capacity as a commissioner of the NCCUSL, I have been very active in studying 
and drafting model and uniform acts that concern or relate to the insurance industry. In 
addition, my law practice has from time to time involved insurance matters and workplace 
safety.

The practical effect of the SB 64 will be that it will ^courage good safety inspections 
and instead encourage sloppy ones. This is because the proposed law would guarantee that an 
insurer (or "insurance service agent"-whatever that is) to a self-insured employer or trade 
association would have abso lu tely  no liab ility for any sloppy, negligent, reckless safety 
inspection it conducted or sponsored. At the same time, the workplace, business or industry 
being inspected would not be liable because it would have relied on the insurance company to 
do its safety inspection.

What this means for the people of Alaska is that if this bill becomes law, there will be 
1) no incentive for insurers to do good quality safety inspections; 2) there will be a significant 
decline in workplace safety; 3) there will be a consequent increase in injuries to workers, other 
members of the public, and to the environment (as in the case of oil spills or the release of toxic 
waste, for example); and 4) there will be a lack of any means of fairly compensating the victims 
of safety violations.
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The Honorable Bill Hudson
Chair, House Labor & Commerce Committee
March 16, 1993
Page 2

In summary, this bill, if passed into law, would in practice have the opposite effect of 
what its proponents in the insurance industry would have you to believe. It will n o t increase 
workplace safety. Instead, it will decrease safety, it will decrease responsibility and it will 
decrease accountability, all of which will do a great disservice to the people of Alaska, 
especially to the victims of workplace safety violations.

WGC/jlg

officeUtrl .hudaon 
193.000



Alaska Independent 
Insurance Agents Brokers, Inc.

March 11, 1993

Representative Bill Hudson 
Alaska House of Representatives 
State Capitol
Juneau, Alaska 99801-1182

Dear Representative Hudson:

I understand that SB 64 regarding insurance company liability for inspections will be sent 
to House Labor & Commerce in the near future.

I want to let you know that we are in support of this legislation, insofar as it will 
encourage the insurance companies to continue the practice of inspections of employers 
which they insure. The Van Biene decision in 1989 was a concern to all of the industry, 
and this bill will resolve that concern.

As you know, our organization represents 60 independent insurance agency located 
throughout Alaska, consisting of over 300 agents and brokers. One of our main goals is 
to protect the Alaskan consumer. We feel that working with the insurance carriers to 
make sure they have a fair legal, legislative and regulatory climate is of benefit to the 
industry as well as the Alaskan consumer. We hope this legislation can be passed during 
this half of the session, and are willing to answer any questions you may have.

Thanks for taking the time to meet with Bud Jaeger, Dana Pruhs and I while we were in 
Juneau earlier this month. I hope we will be able to work together on the SR-22 financial 
responsibility problem which was discussed.

na K. McBride, AAI, C IC  
:ectutive Director

P.O. Box 203088 • Anchorage, Alaska 99520-3088 *> Tel: (907) 349-2500 • Fax: (907) 349-1300
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March 12, 1993

268 Grand Larry Street 
Anchorage, Alaska 99S04

Representative Bill Hudson 
State Capital
Juneau, Alaska 99801-1182

P u s W rb id i id  fax Iransm lttal m em o 7671 t o m * ,™ *  tJ
•vzp iS i'M rrvlS i/l Cfh? jr #

- 6 7 ^ 0

r°

Re: Senate Bill 64 titled  "An Act relating to civil
l ia b i l i t y  fo r  the  w o rk p la c e  inspxxf&tips; and
providing for an effective date,"

Dear Representative Hudson,

I am a Certified Safety Professional with 20 years
experience in the safety profession. Seven of those years 
were spent performing safety inspections for insured 
clients in the insurance industry.

I have reviewed Senate Bill 64 and cannot* support it as 
w ritten . This bill will not serve the Publics best
interest by giving liability protection to select groups of
insurance carriers and agents.

This bill does not require or set minimum qualifications 
for the "safety inspector" it is intended to protect. In
essence, the State is giving liability protection to safety 
Inspectors without assuring these inspectors are competent 
to  provide those services. As one of my colleagues
recently said "this is comparable to giving hangers to  
back alley abortionists and sanctioning their activities", 
If the State intends to give protection from liability to a 
group, the State must ensure the group protected has 
professional standards, ethics, and licensing to assure 
they meet at least some minimum level of competency to  
perform these services.

These safety inspectors should be certified by one of the 
following three groups in order to receive immunity in 
order to ensure qualified personnel perform these safety  
inspections:

1
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T \  A Workers1 Compensation Committee of Alaska
V V V  .V , / \  P.O. Box 200631 • Anchorage, AJaska - 99520

Bill Hudson, Chairman March 30,1993
House Labor and Commerce Committee 
House of Representatives 
State Capitol
Juneau, Alaska 99801-1182 

Dear Representative Hudson:

Earlier this month I wrote you a letter indicating WCCA's support for SB 64. As 
indicated at that time, SB 64 is a safety bill which should have the support of both 
management and labor and should not be a subject of negotiation. It deserves the 
support of everyone who is interested in the safety of their personnel.

Our position on SB 64 has never wavered.

In support of further reform in the area of Worker’s Compensation we have been 
asked by representatives from labor to reconvene the ad-hoc committee. In 
response to that request, I sent a letter to Mr. Kevin Dougherty identifying 
management members who were willing to be involved in such a committee. Our 
letter was certainly not an indication that our position on SB 64 had changed. SB 
64 is a safety bill that benefits all sides.

Snould you have any questions or wish to speak to me directly, do not hesitate to 
contact me at 562-3252.

Truly yours,

Willem Van Heraert 
President WCCA
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Workers' Compensation Committee of Alaska
P.O. Box 200631 • Anchorage, Alaska • 99520

Bill Hudson, Chairman March 18,1993
House Labor and Commerce Committee 
House of Representatives 
State Capitol
Juneau, Alaska 99801-1182 

Dear Representative Hudson:

I am writing you on behalf of the Workers' Compensation Committee of Alaska, rep­
resenting over 115 employers (see attached listing), both large and small, unin­
sured and self insured, throughout the State of Alaska.

We wish to assure you of the support of our organization for SB 64, commonly 
referred to as the Van Biene Bill, and strongly urge your support and passage.

Although we are in agreement with the concept of negotiated agreements between 
management groups and labor groups in most instances, we do not consider the Van 
Biene issue to be one in that Van Biene is essentially a safety bill which should cer­
tainly have the support of labor as well as management.

The 1988 Workers' Compensation reform, considered model legislation, was built 
around a no fault system. The Supreme Court's unfortunate ruling eroded the ex­
clusive remedy of Workers' Compensation. A situation never intended by the 
legislature, labor or management.

With the Supreme Court’s ruling on Van Biene, all safety inspections and those who 
perform then are placed at risk of being sued simply because they attempt to per­
form a safety inspection to lessen the risk of accidents and potential injuries. In 
many, if not most cases, these safety inspections are performed by insurance carri­
ers' safety personnel, and generally at no cost to the employer. Now they are not 
willing to take the risk of the financial responsibility that the Supreme Court at­
tached to these safety measures.

SB 64 is a safety bill which clearly states the original mtent of the 1.988 reform 
legislation. This bill should definitely have the support of both management and 
labor and should not be a subject of negotiation. It deserves the support of everyone 
who is interested in the safety of their personnel.

WilleinVan Hemert 
President WCCA

P o st-il"  brand fax iransmillal memo 7571 jfforfugBt* /

Co,
^ t O C t / 9Depr.
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Spring membership meeting 
scheduled fo r A p ril 1 4

M ark your calendars now fo r Wednesday, April 14, when W C CA  
will sponsor its annual spring general membership meeting in Anchorage. 
The luncheon meeting will begin at 11:30 at Lhc Anchorage Hilton Hotel. 
Featured speaker will be Leonard A . T raim an o f the National Council on 
Compensation Insurance, o r  N C C I. This non-profit otganization operates 
in nearly three dozen states as either a rating o r an advisory organization 
regarding workers ’ compensation insurance rates. In .Alaska N C C I is in 
the unique position o f  providing data to the Division o f Insurance, which 
reviews and approves N C C I ’s rate filings; N C C I also performs the (unc­
tion o f  a licensed rating organization.

Len ’s topic will be "H ow  W ork Comp Rates A re S e t”  The rate 
making process will be explained "in plain English" with real-life examples 
to help illustrate the process. I f  you’ve ever wondered how the experts 
come up with the figure on you r w ork comp premium insurance bill, you 
should find the program interesting. A lte r Len ’s presentation there will be 
ample time fo r  questions.

Comp claimants not guaranteed 
group health coverage

A  U .S . Supreme C ou rt ruling that strikes down a District o f  C o lum ­
bia law  extending group health care benefits to employees receiving workers’ 
compensation beneGts is having an impact fa r  beyond the district's borders. 
The 8-to -l ruling handed down in December held that the Employee Retire­
ment Income Security Act o f  1974 (E R IS A ) pre-empted a 1990 D .C . law. 
That law had required employers that provide health insurance fo r active 
employees to provide equivalent coverage fo r workers receiving workers’ 
compensation beneGts, even if they are no longer able to work.

The decision sends a signal to o ilie r states and jurisdictions that they 
will not be able to use other laws to mandate health and welfare benefito. I f  
the District o f  Columbia could have required employers to provide beneGts 
beyond the time workers were actually employed, it could have required 
other benefits as well.

Had the court upheld the law, it would have been "devastating" to 
national health care reform  because it would have eliminated uniformity, 
according to a spokesman fo r the E R IS A  Industry Committee quoted in the 
December 2 1 ,1 9 92  issue o f  Business Insurance. The committee is a Wash- • 
ington-based lobbying group. _______ .

Writing fo r the majority, Justice C larence Thomas held that, the D.
C . law  “ specifically refers to welfare plans regulated by E R ISA  and on that 
basis alone is pre-empted.... Such employer-sponsored health insurance 
programs are subject to E R ISA , and any slate law imposing requirements 
by reference to such covered programs must yield to E R ISA ."
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American Board of Industrial Hygiene (ABIH);
Board of Certified Safety Professionals (BCSP), on
Joint Committee of ABIH and BCSP for Occupational
Health & Safety Technologist

When the State legislators passed similar protection to
re g is te re d  nurses, doctors, em ergency m edical
technicians, etc., each one of these protected groups has
had to demonstrate a minimal level of competency by [
licensing before they were covered under the good
Samaritan act and could provide those services. There are
no current qualifications or levels of competency for the
those sa fe ty  inspectors, which means inspections
performed are not always done by qualified individuals
who can recognize hazards in the work place, evaluate
those hazards, and implement the proper controls for
injury in the work place. t"

Depending upon the agent, the quality of insurance safety
inspection varies widely. Some carriers/agents do provide 
competent personnel. Others only provide a warm body to 
report to the underwriters potential loss information.
Marty do not provide reasonable reports back to the client 
to abate the hazards they claim to have found. One of the 
problems with workmans compensation in this State is that 
the people who manage these Issues are not providing gcod 
practices and solutions for the protection of the worktr.
If the State gives these people immunity from civH
liability, and does not make fhem accountable, by 
requiring some minimal level of competency, then why
even have safety at the work place.

Another major problem is providing liability protection
for those in the insurance Industry, but not for other 
similar professionals in other industries is inequitable.
Why protect only insurance safety persons with no
established qualifications and require private sector 
safety consultants who may be more qualified to bear the 
liability. This creates unfair competition. An analogy is
letting anyone with a first aid kit play doctor and incur 
no liability, while the "real" doctors wiil be required 
accept and bear liability for their actions.
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Senate bill 64 could be made acceptable If two conditions 
were made for the protection of the public and worker,

1. Require that safety Inspectors meet the same 
minimal qualifications as proposed In the State. 
House d ra ft for the Licensing of S afety  
Professionals (as defined as a Licensed Safety 
Professional). This provision would require 
that minimum qualifications and accountability 
of these "Safety inspectors" to a licensing 
board.

2 .  A n v  other owner, partnership, or corporation 
that uses a Licensed Safety Professional as 
determined under the current proposed State  
House D raft for Licensing of the Safety  
Professional would receive similar immunity
from civil liability for that Licensed Safety  
Professional. Currently, no such protection is
available to insurance carriers in Alaska for
Safety and industrial Hygiene Professionals who 
provides similar services as a consultant or as 
an employee of an employer In fields outside of 
the insurance industry.

Including these two provisions will:

a) Provide fair and equal treatment of all safety 
Inspectors in the State of Alaska and not just 
Insurance earners, and;

b) tnsure the workers of the State, that those 
receiving immunity from civil liability, as
safety inspectors, are at least minimally 
qualified to provide those services, while s t i l l  
making those safety inspectors accountable to
a Licensing Board.

I believe we need to make sure we are protecting the 
Alaskan Worker before we protect the Insurance Industry. 
Let's at least require those people who manage workmens 
compensation issues, by providing safety services to

mi iiiiih hbbw  iii h w i »i i > imip m ■ i ■■Mmm
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demonstrate that they have the minimum qualifications to
do so. I firmly believe much of the problem in escalation
worker compensation cost is the lack of qualified safety 
and industrial hygiene personnel working as safety
inspectors both within and outside of the insurance 
Industry. When Industry starts to hire people who, can 
demonstrate th at they meet some minimal level of 
competency then much of the liability issue along with
work compensation cost will begin to come under control.

William C. Casler
Board of Certified Safety Professionals #7837



Alaska Independent 
Insurance Agents &  Brokers, Inc.

Gina McBride, AAI, CIC 
/v Executive Director

Alaska Independent 
Insurance Agents <Sl Brokers, Inc

PQ Bck 203088 
Anchorage, Alaska 99520-3083

Tit (907) 349-2500 
Fax (907) 349-1300

March 11, 1S93

Senator Tim Kelly 
Alaska State Senate 
State Capitol
Juneau, Alaska 99801-1182

Dear Senator Kelly:

On behalf of the Alaska Independent Insurance Agents & Brokers, I would like to thank 
you for your sponsorship and work on Senate Bill 64 regarding liability for inspections.

We are in support of this legislation, insofar as it will encourage the insurance companies 
to continue the practice of inspections of employers which they insure. The Van Biene 
decision in 1989 was a concern to all of the industry, and this bill wiil resolve that 
concern.

Our organization represents 50 independent insurance agency located throughout Alaska, 
consisting of over 300 agents and brokers. One of our main goals is to protect the 
Alaskan consumer. We feel that working with the insurance carriers to make sure they 
have a reasonable legal, legislative and regulatory cl imate is of benefit to the industry as 
well as the client.

Once again, thanks for your efforts! If we can be of assistance, feel free to contact me.

Regards,

fnaK. McBride, AAI, C IC  
cequtive Director

P.O. Box 203088 * Anchorage, Alaska 99520-3088 • Tel: (907) 349-2500 • Fax: (907) 349-1300
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Alaska State Senators 
Alaska Legislators 
Pouch V
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D e a r  S e n a to r s :

T h o  AGC h a s  b e e n  p l e a s e d  to  acco m p lish  real  im p ro v e m e n ta  In tho Alaska W o rk e rs  C o m p an sa t lo f  i 
A c t  t h r o u g h  o u r  m u tu a l  r o s p a c t  a n d  efforts w ith  A laska  labor. M ost no tab le  is th e  ac tua l d e c re a s e :  i 
In W o r k e r  C o m p e n s a t i o n  P re m iu m s  of 19.2% overall  fo r  A laska  em p lo y e rs .  (A d e c r e a s e  of ove  • 
5 2 0  m ill ion  s t a t e w i d e ,  w hile  th e  low er 48  Is p l a g u e d  by 30-50%  Inc rea so s! )  This  w a s  d o n u  
t h r o u g h  e f f i c i e n c i e s  In th e  s y s te m  which  r e s p e c t e d  A laska lab o rs  c o n c e r n s  for fa irn ess .  S u c h  
l a b o r - m a n e g e m e n t  c o o p e ra t io n  w as  of b e n e f i t  to  all.

S 8 6 4  Is n o t  a  p r o d u c t  of lab o r-m a n ag em e n t  c o o p e ra t io n ,  a n d  thoroforo  w o  d o  n o t  s u p p o r t  I t  Th<1 
c u r r e n t  $ 8 6 4  d ra f t  is  wholly u n b a lan c ed ,  s in c e  It so le ly  c o v e r s  th e  in s u ra n c e  In d u s try  Van 8!en<> 
I s s u e  w i th o u t  c o v e r i n g  th e  h ea lth  ca re  c o m p e n s a t io n .  T he  h ea lth  ca re  b en o f i ts  have  long  b a e i  
p a r t  of t h e  A la s k a  la b o r -m a n a g o m a n t  c o m p a c t ,  a n d  w e  h o n o r  that c o m m itm e n t .  We Canno 
s u p p o r t  S B 0 4  In tta  u n b a la n c e d  form.

Thank y o u  fo r  y o u r  e ffo rts .

S in c e re ly ,

ASSOCIATED GENERAL CONTRACTORS 
OF ALASKA
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Spring membership meeting 
scheduled for A pril 14

M ark you r calendars now fo r Wednesday, April 14, when W C C A  
will sponsor its annual spring general membership meeting in Anchorage. 
The luncheon meeting will begin at 11:30 at the Anchorage Hilton Hotel, 
Featured speaker will be Leonard A . T ra im an o f the National Council on 
Compensation Insurance, o r N C C I . This non-profit organization operates 
in nearly three dozen states as either a rating o r an advisory organization 
regarding w orkers ’ compensation insurance rates. In  A laska N C C I is in 
the unique position o f  providing data to the Division o f  Insurance, which 
reviews and approves N C C I's  rate filings; N C C I also performs the func­
tion o f  a licensed rating organization.

Len's topic will be “ H ow  W ork Comp Rates A re  S e t"  The rate 
making process will be explained “ in plain English" with real-life examples 
to help illustrate the process. I f  you ’ve ever wondered how the experts 
come up with the figure on you»- w ork comp premium insurance bill, you 
should find the program interesting. A lte r Len's presentation there will be 
ample rime fo r  questions.

Comp claimants not guaranteed 
group health coverage

A  U .S . Supreme C ourt ruling that strikes down a District o f Colum ­
bia law  extending group health care benefits to employees receiving.workers' 
compensation bent fits is having an impact fa r beyond the district’s borders^ 
The 8 -to -l ruling handed down in December held that the Employee Retire­
ment Income Security Act o f  1974 (E R IS A ) pre-empted a 1990 D .C . law . 
That law  had required employers that provide health insurance fo r active 
employees to provide equivalent coverage fo r workers receiving workers’ 
compensation benefits, even if they are no longer able to work.

The decision sends a signal to other states and jurisdictions that they 
will not be able to use other laws to mandate health and welfare benefits. I f  
the District o f  Columbia could have required employers to provide benefits 
beyond the time workers were actually employed, it could have required 
other benefits as well.

Had the court upheld the law , it would have been “ devastating" to 
national health care reform  because it would have eliminated uniformity, 
according to a spokesman fo r the E R IS A  Industry Committee quoted in tire 
December 2 1 ,1 9 9 2  issue o f  Business Insurance. The committee is a W ash-• 
ington-based lobbying group. ___ ___  .

Writing fo r the majority, Justice C larence Thomas held drat the D .
C . law “ specifically refers to welfare plans regulated by E R IS A  and on that 
basis alone is pre-empted.... Such employer-sponsored health insurance . 
programs arc subject to E R ISA , and any state law imposing requirements 
by reference to such covered programs must yield to E R IS A ."
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A p r i l  6 ,  1 9 9 3

The H o n o r a b l e  W i l l i a m  H u d s o n  
C h a i r  o f  H o u s e  L a b o r  & Commerce  
H o u s e  o f  R e p r e s e n t a t i v e s  
P . O .  B o x  V 
J u n e a u ,  AK 9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  H u d s o n :

T h i s  l e t t e r  i s  w r i t t e n  i n  r e s p o n s e  t o  t h e  l e t L e r  d a t e d  M a r c h  2 2 ,  1 9 9 3  
f r o m  M i c h a e l  S c h n e i d e r  t o  y o u r  C o m m i t t e e  r e g a r d i n g  SB 6 4 .

I t  i s  i m p o r t a n t  f o r  t h e  C o m m i t t e e ,  w hen  c o n s i d e r i n g  SU 6 4 ,  w h i c h  i s  
a n  a m e n d m e n t  t o  t h e  W o r k e r s '  C o m p e n s a t i o n  A c t ,  n o t  t o  be  d i s t r a c L e d  
b y  r e f e r e n c e s  t o  p u b L i c  p o l i c y  t h a t  come f r o m  t h e  l a w  c o n c e r n i n g
b o d i l y  i n j u r y  t o r t  l a w .

F o r  e x a m p L e ,  i n  t h e  l e t t e r  w r i t t e n  t o  t h e  C o m m i t t e e  b y
M i c h a e l  S c h n e i d e r  o p p o s i n g  t h e  a d o p t i o n  o f  t h i s  m e a s u r e ,  he  r e f e r a  
l i b e r a l l y  t o  s o u r c e s  t h a t  h a v e  n o t h i n g  t o  d o  w i t h  i n j u r i e s  t o  w o r k e r s  
a r i s i n g  i n  t h e  c o n t e x t  o f  t h e  w o r k p l a c e .

T h e  R e s t a t e m e n t  o f  T o r t 9  ( 2 n d )  i s  a g o o d  r e s o u r c e  f o r  u n d e r s t a n d i n g  
t h e  d e v e l o p m e n t s  o f  l a w  i n  g e n e r a l  p e r s o n a l  i n j u r y  c a s e s  a n d  
M r ,  S c h n e i d e r  c o r r e c t l y  n o t e s  t h a t  t h e  l a w  o f  t o r t s  i n c l u d e s  t h e
d o c t r i n e  t h a t  a p e r s o n  u n d e r t a k i n g  a d u t y  m u s t  d i s c h a r g e  t h a t  d u t y
c a r e f u l l y .

T h e  Va n  B i e n e  C a s e , h o w e v e r ,  d e a l s  w i t h  L i a b i l i t y  a r i s i n g  f r o m  a  
w o r k p l a c e  i n j u r y .  T h i s  c a k e s  t h e  m a t t e r  o u t  o f  t h e  common l a w
c o n c e r n i n g  common i n j u r i e s  an d  m a k e s  t h e  q u e s t i o n  b e f o r e  y o u  t o d a y  
c l e a r l y  a m a t t e r  o f  d e f i n i n g  p u b l i c  p o l i c y  i n  t h e  s t a t u t o r y  r e g i m e  
f > r  c o m p e n s a t i n g  i n j u r e d  w o r k e r s .

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

L a r s o n ,  a t  s e c .  7 2 . 9 0  e c . a e q .  o f  h i s  T r e a t i s e ,  n o t e s  t h a t  t h e  
q u e s t i o n  o £  w h e t h e r  t h e  e x c l u s i v e  r e m e d y  a p p l i e s  t o  t h e  w o r k e r s '  
c o m p e n s a t i o n  i n s u r e r  f o r  e m p l o y e r s  h a s  b e e n  m u c h  l i t i g a t e d  a n d ,  
f r a n k l y ,  t h e  s t a t e  s u p r e m e  c o u r t s  h a v e  s p l i t  o n  t h e  a n s w e r .

7001 Jowel Lake Road • Anchorage, A laska 99502 .  Telephone (907) 248-2642 • C laims (907) 266-9227
Fax (907) 266-9252 Fax (907) 266-9250



Wh at  i s  c o m p e l l i n g  t o  o b s e r v e ,  t h o u g h ,  i s  c h a t  m a n y  o f  t h e  s t a t e s  
w h i c h  h a d  n o t  a d d r e s s e d  t h i s  i s s u e  s p e c i f i c a l l y  i n  i t s  s t a t u t e ,  w h e n  
a c a s e  waa d e c i d e d  a d v e r s e  t o  t h e  c a r r i e r ,  s u b s e q u e n t l y  a d o p t e d  a 
s t a t u t o r y  a m e n d m e n t  t o  c l a r i f y  t h e  p o i n t  t h a t  t h e  e m p l o y e r ' s  i n s u r e r  
s h o u l d  h a v e  t h e  b e n e f i t  o f  t h e  e x c l u s i v e  r e m e d y  r u l e .

T o d a y ,  o v e r  t w e n t y - f o u r  s t a t e s  h a v e  s t a t u t e s  t h a t  mak e  t h e  e x c l u s i v e  
r e m e d y  r u l e  e x p r e s s l y  a p p l i c a b l e  t o  t h e  e m p l o y e r ' s  w o r k e r s '  
c o m p e n s a t i o n  c a r r i e r .  S e v e r a l  m o r e  s t a t e s  h a v e  a s i m i l a r  p u b l i c  
p o l i c y  i n  t h e  s t a t u t e s  b y  i n f e r e n c e  a n d  y e c  s e v e r a l  m o r e ,  w i t h o u t  
s p e c i f i c  s t a t u t o r y  p r o v i s i o n ,  a d o p t  t h e  p u b l i c  p o l i c y  o f  c a r r i e r  
i m m u n i t y  b y  d e c i s i o n  o f  t h e i r  S u p r e m e  C o u r t .

T h i s  C o m r a i c t e e  s h o u l d  b e a r  i n  m i n d  t h a t  t h e  W o r k e r s '  C o m p e n s a t i o n  
r e g i m e  a d o p t e d  b y  t h i s  l e g i s l a t u r e  r e c o g n i z e s  c h a t ,  w i t h o u t  t h e  
c o m p e n s a t i o n  s y s t e m ,  t h e  i n j u r e d  e m p L o y e e  w o u l d  l i k e l y  h a v e  a t o r t  
r e m e d y .  T h e  s y s t e m  c o n t e m p l a t e s , h o w e v e r ,  t h a L  t h e  w o r k e r  
r e l i n q u i s h e s  h i s  t o r t  r e m e d i e s  i n  f a v o r  o f  a s y s t e m  t h a t  p a y s  a l m o s t  
a u t o m a t i c a l l y ,  a n d  p a y s  a l l  o f  h i s  m e d i c a l  a n d  r e h a b i l i t a t i o n  
e x p e n s e s ,  r e i m b u r s e s  h i m  f o r  l O B t  w a g e s  a n d  p r o v i d e s  a s c h e d u l e  o f  
b e n e f i t s  f o r  p e r m a n e n t  i m p a i r m e n t s ,  a l l  w i t h o u t  h a v i n g  t o  g o  t o  
c o u r t ,  h i r e  a t t o r n e y s ,  w a i t  f o r  l o n g  p e r i o d s  o f  t i m e  a n d  w i t h o u t  
r i s k i n g  c a k i n g  n o t h i n g  b e c a u s e  o f  p o s s i b l e  d e f e n s e s  t h a t  m i g h t  be  
a v a i l a b l e  i n  t h e  t o r t  s y s t e m  o r  i n a b i l i t y  t o  p r o v e  a c t u a l  n e g l i g e n c e .

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

I f  t h e  c a r r i e r  w e r e  t o  be  t r e a t e d  a s  b o t h  p a r t  o f  t h e  s y s t e m  
o b l i g a t e d  t o  m e e t  i t s  s t a t u t o r y  o b l i g a t i o n s ,  a n d  a s  a n  e n t e r p r i s e  
o u t s i d e  o f  t h e  s y s t e m  s u b j e c t  t o  common l a w  t o r t  l i a b i l i t y  f o r  w h a t  
i t  d o e s  w h i l e  i n  t h e  s y s t e m ,  t h e r e  w o u l d  b e  a n  i n c r e a s e  i n  c o s t  c o  
t h e  c a r r i e r  w h i c h  w o u l d  be  p a s s e d  o n  t o  t h e  e m p l o y e r  t h e r e b y  
d e f e a t i n g  t h e  v e r y  p u r p o s e  o f  t h e  e x c l u s i v e  r e m e d y  d o c t r i n e  c h a t  h a s  
b e e n  a n  e s s e n t i a l  p a r t  o f  t h e  s t a t u t e  f r o m  t h e  o u t s e t .

T h i s  i s  p a r t  o f  t h e  r e a s o n  A r t h u r  L a r s o n  o b s e r v e s  t h a t  i t  i s  
a p p r o p r i a t e  f o r  t h e  l e g i s l a t u r e  Lo  d e f i n e  the :  a p p l i c a t i o n  o f  t h e  
e x c l u s i v e  r e m e d y  r u l e s  a n d  w h y  h e  b e l i e v e s  t h a t  t h e  i s s u e  w i l l  be  
d e c i d e d  b y  p r e v e n t i n g  d u a l  r e c o v e r y  f r o m  t h e  e m p l o y e r .

S i n c e r e l y ,

The H onorable W ilL ia n i Hudson
A p r il  6 , 1993
Page 2

James  E .  P f e i f e r  
P r e s i d e n t

JEPJlw



The H onorable
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W ill ia m  Hudson

cc; R e p re s e n ta t iv e  Joe G reen, V ic e -C h a ir  o f House Labor & Commerce
R e p re s e n ta t iv e  E ldon M u lder
R e p re s e n ta t iv e  B r ia n  P o r te r
R e p re s e n ta t iv e  B i l l  W illia m s
R e p re s e n ta t iv e  Joe S it to n
R e p re s e n ta t iv e  J e r ry  Mackie

bcc: George Suddock 
A le x  M i l l e r  
C h a r l ie  M i l l e r  
D av id  Jones 
C h ro n . F i le  
C o rre s . F i le
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Date Referred: March 17, 1993

Date of Committee Action: ¥ /o l
FURTHER REFERRALS:

The LABOR AND COMMERCE Committee considered: 

SENATE BILL NO. 83

"An Act relating to an alcohol server education course."

SB 83

ALCOHOL SERVER EDUCATION COURSE

RECOMMENDATIONS: 
be replaced with_____
[ ] have attached amendments(s) 
M  do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to the___

f ] the same tide 
.[ ] a new title

Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact______________
(Dept)

[ ] zero fiscal note

APPROVES PREVIOUS: 

[ ] fiscal note(s) '
( D e p t / D a t e )

[ ] zero fiscal note(s)
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Alaska State Legislature
SENATOR TIM KELLY

State Capitol 
.luneau, AK 99801-1182

M E M O R A N D U M

Representat ive Bill Hudson ,  Cha i r  
House Labor & C om m e rc e  Commit tee

Senator Tim Kelly'iPP^'

March 19, 1993

Hear ing Request for S B  83 - "An Act relating to an a lcoho l 
server educat ion course."

I respectful ly request you cons ide r  schedu l ing a hear ing for SB  83 at the 
House Labor & Commerce  Committee's earl iest conven ien ce .  It passed the 
Senate on March 15th with 18 yeas and 1 nay.

Th is  leg is lat ion wou ld  require a lcoho l  servers to take an  a lcoho l  server 
educat ion course approved by the Alcoho l Beverage Control Board (ABC 
Board). It is identical to leg is lat ion wh ich  passed the H ouse  last year 
(HB 445), moved out of the Sena te  Labor & Commerce  Comm it tee ,  was 
wa ived  out of the Senate  Judic iary Comm it tee ,  and  s chedu led  before the 
Senate  F inance  Comm it tee  in the c los ing hours of the 17th Legis lature. 
Unfortunately, the clock ran out before the F in an ce  Comm it tee  cou ld  send  
the bill on to the Ru les Comm it tee  to be sent to the floor for a  vote.

Th is  bill was  supported by the Department of Health & Soc ia l  Serv ices ,  the 
Munic ipa l i ty of Anchorage's Hea lth & Human Serv ices C omm iss io n ,  Mothers 
Against Drunk Driving, the Bristol Bay Area Hea lth Corporat ion , the D a i l y  
N e w s , the ABC  Board, the Alaska Cabaret , Hotel , Restaurant & Reta i lers 
Assoc iat ion, and the Anchorage Restaurant & Beverage Assoc iat ion .

Attached you will find my posit ion paper and analys is , a s  wel l  as 
addit iona l back-up and a  f iscal note .

Thank you in advance for your cons iderat ion .

Official Business

TO:

FROM:

DATE:

RE:



Alaska State Legislature
SENATOR TIM KELLY

State Capitol 
Juneau, AK 99801-1182

S P O N S O R  S T A T E M E N T  F O R  SB 83:

AN ACT RELATING TO AN ALCOHOL SERVER 
EDUCATION COURSE

Alcoho l a b u s e  is a severe prob lem in Alaska, impact ing ind iv idua ls ,  fami l ies , 
and commun i t i e s  throughout our State. Th is leg is lat ion -  wh ich  addresses 
the prob lem by requir ing a lcoho l server educat ion - passed the House  last 
sess ion and  the Senate Labor & C om me rc e  Comm it tee  before dying in the 
c los ing m inu tes of the sess ion  in the Senate  F inance  Comm it tee .

A laska ranks 4th in the nation for per cap ita a lcoho l consumpt ion ,  and has 
one  of the h ighest rates of fetal a lcoho l  syndrome in the country, with more 
than 30 infants born each year with a lcohol related impairments . In 1991, 
there were  more than 1,700 a lcoho l  related veh icu la r  acc idents ,  result ing in 
38 deaths . In Anchorage a lone , there were more than 1,800 DWI arrests in 
1991.

SB 83 was origina l ly crafted last sess ion  to he lp address this prob lem 
through a lcoho l  educa t ion for servers with cooperat ion from Mothers 
Against Drunk Driving (MADD), the a lcoho l industry, the Department of Motor 
Veh ic les  (DMV), and the Alcoho l Beverage Control Board (A.B.C. Board).

Under SB 83, the A .B .C .  Board wou ld  establ ish criteria with wh ich to 
eva luate educat ion programs currently ava i lab le , and then approve a  package 
of a lcoho l server educat ion courses. Th is package wou ld inc lude a variety of 
courses w h ich  wou ld ensure access ib i l i ty to a lcoho l servers in both urban 
and rural Alaska. Var ious instruction med iums , ranging from c lassroom 
instruct ion to v iew ing  a v id eo  casse tte fo l lowed by written exerc ises ,  
wou ld  likely be uti l ized depend ing  on the program.

Courses  wou ld  inc lude such topics as alcohol's affect on the body and 
behav io r ,  part icular ly dr iv ing abi l i ty, drunk dr iv ing and c iv i l l iabi l i ty laws, 
identifying fraudulent IDs, methods of recogn iz ing the prob lem drinker, use 
of commun i t y  treatment programs, and methods to peacefu l ly  term inate 
serv ice to the problem customer and get him or her home safely, to name a 
f ew .

Official Business



Senator  T im Kel ly 
Sponsor  Statement - SB 83 
Page 2

A lcoho l servers wou ld have 30 days from the date the A .B .C .  Board approves 
a package to comp le te  a course , and, for new emp loyees ,  30 days from the 
date of hire. Proof of comp le t ion of an approved course must be kept on the 
l i c ensed  prem ises dur ing working hours.

A lcoho l server educat ion is a lready requ ired by o rd inance  in the Mun ic ipa l i ty 
of Anchorage .

If enacted , SB  83 shou ld go a long way towards reduc ing inc idents of drunk 
dr iv ing, and  he lp increase a lcoho l servers' awareness  on how to serve 
a lcoho l  respons ib ly .

Th is bill ma inta ins a zero fiscal note, and  has the support of the A .B .C .
Board, Mothers Against Drunk Driving, the Alaska Cabaret ,  Hotel , Restaurant 
& Reta i lers Associat ion, the Anchorage Restaurant & Beve rage  Assoc iat ion , 
the Bristol Bay Area Health Corporat ior ,  and the Mun ic ipa l i ty of Anchorage 
Hea lth < Human Serv ices  Comm iss ion .



F I S C A L  N O T E

STATE OF ALASKA 
1993 LEGISLATIVE SESSION
Revision Date:
Title:

B IL L  NO. SB 83

Alcohol Server Education Course
Dept. Affected: 

"BRU: 
Component:

Revenue
Alcoholic Beverage Control Board

Sponsor:
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Senator Kelly
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EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0
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WALTER J. HICKEL, GOVERNOR

I l E P A I t T M E iV T  O F  R E V E N U E t
ALCOHOLIC BEVERAGE COIVTROL BOARD

550 W. 7TH AVE
ANCHORAGE, ALASKA 99501-6698

February 4, 1993

The Honorable Tim Kelly 
Alaska State Senate 
State Capitol 
Juneau, AK 99801-1182

RE: SB 83

Dear Senator Kelly:

This letter intends to express the Alcoholic Beverage Control 
Board's support for SB 83. As you may know, the board is currently 
informally requested under Municipality of Anchorage ordinance to approve 
training programs presented within the municipality.

The board believes that server training stimulates employees' and 
licensees' ab ility  to responsibly serve the public. If  this legislation 
is enacted into law, the board will begin drafting regulations to fu l f i l l  
i ts  charge.

If you have any questions, please do not hesitate to cal l .

Patrick L. Sharrock 
Director, ABC Board 
(907) 277-8638

PS/cl

93- 022
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February 16, 1993

Senator Tim Kelly 
State Capitol 
Juneau, AK 99801-1182

Dear Senator Kelly,

The membership of the Alaska Cabaret, Hotel, Restaurant and Retailers 
Association endorses and supports Senate Bill 83 which you introducê  We feel that 
statewide mandatory alcohol server training benefits those in the beverage alcohol industry 
as well as the general public.

As a statewide trade association, we began offering server training on a voluntary 
basis as a service to our members in 1984. In 1986, such training was made mandatory in 
Anchorage and since that time we have trained and certified over 10,000 servers . We 
have instructors throughout the State and oui instructors do travel to more remote areas 
upon request. Our TAM seminars (Techniques of Alcohol Management) have been given 
in Nome, King Salmon, Yakutat and Haines.

Our members are convinced that education is the tool to be used in reducing 
alcohol-related accidents - education of the general public as well as server education. In 
a 1990 report to Congress, the Secretary of Health and Human Services stated, 
"Evaluations of servers' post -training behavior suggest that training has a positive 
effect...on the probability of patron intoxication." We believe that the TAM program has 
very positive effects and devote a good deal of association effort and support to 
maintaining and enhancing its effectiveness.

Training all employees in responsible beverage service techniques can only benefit 
our industry and the general public. CHARR strongly endorses Senate Bill 83 and you 
have our appreciation for your support of this legislation.

Yours truly,

Stan Filler 
President
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401 K  Street Anchorage, A laska P .O . Box 104839 Anchorage, A laska  99510 
(907 ) 272-8133 Fax: (907 ) 277-8640

February 5,1993

Senator Tim Kelly 
State Capitol 
Juneau, AK 99801-1182

Dear Senator Kelly:

The Anchorage Restaurant and Beverage Association (ARBA) strongly endorses 
and supports Senate Bill 83 you introduced making alcohol server training mandatory 
in Alaska.

Long before such training was made obligatory in Anchorage by the Municipal 
Assembly, ARBA working with the statewide trade association Cabaret, Hotel, Restaurant, 
and Retailers Associaticn(CHARR), introduced the Techniques of Alcohol Management 
(TAM) program on a voluntary basis for the benefit of our members. To date, over 
10,000 persons have attended a TAM Seminar here in Alaska.

We firmly believe that education is llie most useful tool in reducing alcohol-related 
accidents. Education, such as provided by the TAM program, can instill the knowledge, 
confidence and motivation to prevent illegal beverage alcohol problems. Alcohol server 
training gives servers and sellers a knowledge and understanding of their key role in 
reducing alcohol-related accidents and provides them with the tools required to reduce 
such accidents. Well trained employees are essential to any business, and we believe that 
society, as well as our industry, can only benefit from teaching responsible beverage 
service techniques to all servers.

Our Association strongly endorses Senate Bill 83 and has asked me to express 
our sincere appreciation to you.

Carol Wilson 
Executive Director
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Pioneer Bar &  Liquor Store, Xnc«

R  -  ©  1

CHRISTINE M. TENGS
rruidtn:

Senator Tim K e l ly  
State Cap ito l 
Juneau, AK 99801-1182

Dear Senator Ke l ly :

I am w r i t i n g  to show my support for Senate B i l l  83, As the owner of a 
bar, l iq u o r  store and restaurant in  which beverage a lcohol i s  served,
I f i rm ly  be l i e ve  that we in the industry p lay a key ro le  in reducing 
alcohwi re la ted acc idents and prevent ing underage persons from i l l e g a l l y  
try ing to buy, Educational programs (such as the TAM program) g ive servers 
the knowledge and confidence they need to be profess ional in  handl ing 
s i tua t ions  which otherwise might have d isastrous consequences.

Although people in  my business may argue against being mandated to provide 
t r a in in g  for t h e i r  personnel,  I b e l i e v e ,  in  the long run, they w i l l  see 
the bene f i t s .  I t  could show up in  a simple change of a t t i t u d e  amongst 
t h e i r  staff '(and even tua l ly  t h e i r  customers). Where i t  w i l l  r e a l l y  h i t  
home, however, i s  in a reduct ion in  the number of lawsuits and, perhaps 
one day, lower insurance rates.

As far as I  can see, t h i s  is  a win-win s i t u a t io n .  Thank you for Senate 
B i l l  83.

141-143 Second Ave. 
Post Office Box 190 

Haines, Alaska 99827 
(907) 766-9101 Business 

(907) 766-2474 Office 
(907) 766-3374 FAX
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Bristol Bay A rea H ealth C orporation
P.O. BOX 130 * DILLINGHAM, ALASKA 99576 

(507)842-5201 or (907)842-5202

F e b r u a r y  3, 1993

S e n a t o r  T i m  K e l l y
S e n a t e  L a b o r  & C o m m e r c e  ,
S t a t e  C a p i t o l
Ju n e a u ,  AK 9 9 8 0 1 - 1 1 8 2

D e a r  S e n a t o r  Kelly,

We a p p r e c i a t e  t h i s  o p p o r t u n i t y  to r e s p o n d  to y o u r  i n t r o d u c t i o n  o£ 
SB 83 and SB 84. The B r i s t o l  B a y  A r e a  H e a l t h  C o r p o r a t i o n  has 
s u p p o r t e d  these b i l l s  in the p a s t  and w i l l  c o n t i n u e  to a d v o c a t e
p a s s a g e  in the f o r m  of t h i s  l e t t e r  of support,

We r e n u w e t a t e  o u r  c o n c e r n s  r e g a r d i n g  a l c o h o l  a b u s e  as o u r  m a i n  
s o c i a l  p r o b l e m  in our r e g i o n  and we e n c o u r a g e  any e f f o r t s  to 
r e s u s c i t a t e  i n t e r e s t  to c u r b  u n d e r a g e  d r i n R l n g  and e d u c a t e
a l c o h o l  servers. The a l c o h o l  s e r v e r s  c o u r s e  has the p o t e n t i a l  to 
c h a n g e  the a l c o h o l  e s t a b l i s h m e n t s  p o l i c i e s  and p r o c e d u r e s ;  
i n c r e a s e  m a r k e t i n g  to g e n e r a t e  i n c r e a s e d  pr o f i t s ,  e d u c a t e  s e r v e r s  
on the a l c o h o l  b e v e r a g e  laws, p r o v i d e  s e r v e r s  w i t h  t o o l s  and 
t e c h n i q u e s  t h a t  c a n  be u s e d  w i t h  pa t r o n s ,  and a d d i t i o n a l
e d u c a t i o n  e f f o r t s  can be f o c u s e d  on the c o n s e q u e n c e s  of p r e n a t a l  
d r i n k i n g  th a t  c a n  c ause b i r t h  defects.

O n c e  ag a i n ,  t h a n k  you for i n t r o d u c i n g  t h e s e  k e y  p i e c e s  of 
l e g i s l a t i o n  and the b e s t  of l u c k  in t h e i r  passage.

S i n c e r e l y ,  •

B R I S T O L  B A Y  A R E A  H E A L T H  C O R P O R A T I O N

I
C h i e f  E x e c u t i v e  O f f i c e r

R C J / v e

cci S e n a t o r  G e o r g e  J a c k o
S e n a t o r  G e o r g i a n n a  L i n c o l n  
R e p r e s e n t a t i v e  L y m a n  H o f f m a n  
R e p r e s e n t a t i v e  I r e n e  N i c h o l i a  
R e p r e s e n t a t i v e  C a r l  M o s e s  
fi l e

KANAKANAK HOSPITAL 
842-5201

* DENTAL SERVICES • MENTAL HEALTH'SERVICES ♦ DRUG &. ALCOHOL SERVICES
842-5245 842-1230 842-5266



The Unisea Inn
Dutch Harbor, Alaska 99692

March 5 , .1 993

Senator
State Cap i mi
Juneau, AK 99801-1182

Dear Sena to r ,

I t  has come to our attention there are tour b i l l s  awa i t ing 
approval, that w i l l  drast ica l ly  at tect  our business here, in 
Alaska. We would l ike to take a tew moments of your time to
express our views on these issues.

We would l ike to pledge support tor  Senate Bi l l  83, the Alcohol 
Server Training Bi l l .  This Bi l l  would prove to be assertive and 
helpful in the f igh t  against alcohol abuse and the ef for ts  to
reduce drunk dr iving accidents. The main emphasis of this Bi l l
is the aspect on training and how trained employees become 
responsible, better employees, helping us to protect our business 
and our customers.

Senate Bi l l  84< continues in the direct ion of solving problems of  
alcohol abuse by targeting the underage drinker. Senate Bi l l  84 
attacks the problem in i t s  infancy, hoping to a l lev iate larger 
alcohol abuse problems later.  By in s t i t u t in g  s t i f t e r  controls, 
such as a hologram on the dr iver 's  license to help discourage 
counterfei t ing, or the taking away of a d r iver 's  license from 
teenagers attempting to buy alcohol, the State of Alaska is 
taking a tirm step forward in helping to solve problems before 
they get out of hand.

Both of the aforementioned Bi l l s  are well thought out and sincere 
in thei r  attempts to help Alaskans gain ground in the arena of 
alcohol abuse awareness. Senator Tim Kel l y has shown he t rul y  
cares about the public and we ask that, l i ke us, you wi l l  support 
him in his e f for ts .



We understand that Che pursuit: ol: standards in the l igh t  ot 
alcohol abuse is important. This is why we oppose House Bi l l  61. 
The LIAC tor Alaska is current ly at 0.10%. This is the recognized 
standard for  45 states. House Bi l l  61 would decrease the BAG to 
0.08%. The intention is good, but the resul t  could prove 
counterproductive. This Bi l l  wi l l  int imidate the responsible 
alcohol consumer, creating a loss ot sales and decreasing jobs my 
business can ot ter.  By increasing the amount ot offenders jus t  
by changing a number, the etrorcs needed to entorce our already 
tough laws, against DWl's, are diminished. The increase in DWI 
processing, court cases and corrections systems decreases the 
time available for regular ac t i v i t i es ,  one of those being the 
arrest ot serious heavy dr inkers. We need to make a stand and 
entorce the good laws we have, instead of changing these laws to 
let lecl:  a sense of moral i ty on.'v.

Final l y,  we would l i ke to express our dissat isfact ion with House 
Bi l l  5 J .  Another increase in alcohol excise taxes is absurd. 
Federal excise tax rates just  increased in 1991, and President 
Clinton's Administration is again proposing more increases.
Alaska now ranks number four in the highest excise taxe« for  
d i s t i l l ed  sp i r i t s .  Increasing the taxes even more wi l l  only 
decrease sales, which decreases jobs. I t  wi l l  not curb alcohol 
abuse. The previously mentioned Senate Bi l l s ,  number 03 and 84, 
are heading in the r ight  direct ion to help this batt le,  but tax 
increases are not the answer. Please help us discourage House 
Bi l l  53, since we see i t  as unproductive to o u r  business and a 
detriment toward the health of the state.

Thank you,

General Manager 
Uni Sea Inn 
Pouch 503
Dutch Harbor, AK 99692
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Date Referred: April 2, 1993 FURTHER REFERRALS:

Date of Committee Action: Q Jl ^  J 4 2

The LABOR AND COMMERCE Committee considered: 

SENATE BILL NO. 86

Judiciary

SB 86

FUND TRANSFERS UNDER THE UCC

"An Act relating to funds transfers under the Uniform Commercial Code; changing Alaska Rule of Civil 
Procedure 82; and providing for an effective date."

RECOMMENDATIONS: 
be replaced with_______

[ ] the same title 
.I ] a new title

[ j have attached amendments(s)
[ ] do pass
[ ] do not pass
£<3 no recommendations
[ ] individual recommendations
[ ] additional referral to the___ Committee

ADOPTS; letter of Intent

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact_________________

(Dep<> APPROVES PREVIOUS:

[ ] fiscal note(s)______

(DepVDila)

[ ] zero fiscal note 2  fc>4 zero fiscal note(s) L.AUJ



STATE OF ALASKA
1993 LE G IS LA TIVE  SESSION

FISCAL NOTE

(S) Publish D a l e : _ 2 j l 2 ^ 3 _ 3 .

No. 1

J Version:

Revision Date:________________________________ Department Affected: Commerce and economic Development
Title: Fund transfers under the UCC___________________ 8RU: Banking, Securities and Corporation;______________
__________________________________________  Component:_____________________________
Sponsor: Senator Kerttula_____________________________________   .______
Requestor:___________________________________ COMPONENT SERIAL NO. 1233___________________

EXPENDITURES/REVENUES:
OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE
FUND SOURCE: 0 0 0 0 0 0
FUNDING:
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY 93) impact: 0

Prepared by: Willis F. Kirkpatrick, Director ____________  Phono: 465-2521
Division: Banking, Securities and Corporations___________________ Date:

v • ’ •
Approved by Commissioner: Paul Fuhsv
Agency: Commerce and Economic Development_____________________ Date: ' - - x  - R 3

Rev 11/92
dgfOWta.toc

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Page _1 of __1



STATE OF ALASKA
1993 LEGISLATIVE SESSION

FISCAL NOTE No.  ^

Hill Version:  S f e  g f c

(S) Publ ish Dale:

Revision Dat8: February 10, 1 9 9 3 ______________________ D e p a r tm e n t  A ffec ted :  Law

Title: " . . .  dealing with fu n d  t r a n s fe rs____________________ BRU: Legal Se rv ices_______
u n d e r  th e  Uniform Commercial C o d e . . ."________________  C o m p o n en t :  O p e ra t io n s__________

S p o n so r :  S e n a to r  Kerttula______________________________ ________________________________________
R e q u e s to r :  S en a to r  Kerttula____________________________  COMPONENT SERIAL NO. 0 0 9 3

EXPENDITURES/REVENUES:

OPERATING FY 9 4 FY 9 5 FY 9 6 FY 9 7 FY 9 8 FY 9 9  I

PERSONAL I
TRAVEL
CONTRACTUAL i
SUPPLIES
EQUIPMENT

LAND &
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE 
FUND SOURCE: i
FUNDING:
1 0 0 2  Federal
1 0 0 3  GF M atch
1 0 0 4  GF

1 0 0 5  GF/Program
1 0 0 6  GF/MHTIA

OTHER

TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

E stim ate  of  curren t  y ea r  (FY93) im pac t:  -0-

ANALYSIS: (Attach a s e p a ra te  p a g e  if n e c e s sa ry .)
P lease s e e  a t t a c h e d  an a ly s is .

c u0_
Prepared by: Richard I. Peaues. Dirt c to r______________________Phone: 465-3672
Division: Administrative ^ Vj^8(̂ vis ^  f p flA , J Dat6: Februarv 1993 
A pproved  by  C om m issioner: C harles E. C o ^ . A tto rney  General_________________________________
Agency: Department of Lav/____________________________  Date: Februarv 10. 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
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Alaska State Legislature
SENATE 

C o m m ittee  on  F inance
Officia l Business P O . Box V 

State Capitol 
Juneau, Alaska 99811

MEMO TO: Representative Bill Hudson, Chairman 
House Labor & Commerce Committee

FROM: Sen. Jay Kerttu'a

DATE: April 6, 1993

SUBJECT: S.B. 86 and S.B. 112, UNIFORM COMMERICAL CODE

As sponsor, or facilitator, of S.B. 86 and S.B. 112, revising and 
updating Alaska's Uniform Commercial Code, I respectfully request 
that you schedule these bills for a public hearing at your 
committee's earliest convenience.

The bills, which both passed the Senate on 20-0 votes, have the 
support of the business community, the banking community, the legal 
community, and the state Departments of Law, Natural Resources, 
Commerce and Economic Development, as well as the support of the 
governor's office

The bill's bring the UOC, governing business transactions in Alaska, 
up to date with modern technological advances (such as electronic 
funds transfers), and bills similar to S.B. 86 and S.B. 112 have 
already been enacted by 45 other states. Passage of these bills will 
encourage Outside business interests in Alaska, further stimulating 
economic development and employment in Alaska.

Thank you for your timely consideration of this request.

Sincerely,
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DEPARTMENT OF LAW

O F F I C E  O F  T H E  A T T O R N E Y  G E N E R A L

WALTER J. HICKEL, GOVERNOR

P.O. BOX 110300 - STATE CAPITOL 
JUNEAU, ALASKA 998110300 
PHONE: (907) 465-3600
FAX: (907) 463-5295

A p r i l  5 ,  19 9 3

Hon. B i l l  Hudso n
A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  
Room 108  
S t a t e  C a p i t o l  
J u n e a u ,  AK 9 9 8 0 1

R e :  SB 86

D e a r  R e p r e s e n t a t i v e  H u d so n :

T h e  D e p a r t m e n t  o f  Law h a s  r e v i e w e d  SB 86 a n d  f i n d s  no  
l e g a l  p r o b l e m s .

T h e  b i l l  m a k e s  i m p o r t a n t  i m p r o v e m e n t s  t o  t h e  l; i f o r m  
C o m m e r c i a l  C o d e .

We u n d e r s t a n d  t h a t  t h e  b i l l  i s  b e f o r e  y o u r  c o m m i t t e e .  We 
w o u l d  r e q u e s t  e a r l y  s c h e d u l i n g  o f  a  h e a r i n g  on t h e  b i l l .

I f  y o u  h a v e  q u e s t i o n s ,  p l e a s e  l e t  u s  know.

S i n c e r e l y ,

CHARLES E .  COLE 
ATTORNEY GENERAL

B y : o A  A . 'y.

D e b o r a h  E. B e h r  
A s s i s t a n t  A t t o r n e y  G e n e r a l

D E B : t g

c c :  A l a s k a ' s  U n i f o r m  Law C o m m i s s i o n e r s  D e l e g a t i o n
J u s t i c e  J a y  R a b i n o w i t z  
A r t h u r  H. P e t e r s o n ,  E s q .
J e r r y  K u r t z ,  E s q .
Tam C o o k ,  E s q .
G r a n t  C a l l o w ,  E s q .

K r i s  L e t h i n ,  L e g i s l a t i v e  L i a i s o n  
O f f i c e  o f  t h e  G o v e r n o r

03-C22LH 1 !j pfiMtvd   v - i r d !■ v G.U



W A L T ER  J. NICKEL, G O V E R N O R

DEPARTMENT OF LAW P.O. BOX 110300 - STATE CAPITOL 
JUNEAU. ALASKA 99311-0300 
PHONE: (907) 465-3600 
FAX: (907) 463-5295O FFICE O F  T H E  A  TTOFtNEY G E N E R A L

/

April 5, 1993

Hon. Bill Hudson
Alaska State House of Representatives 
Room 108 
State Capitol 
Juneau, AK 99801

Dear Representative Hudson:

The Department of Law has reviewed SB 112 and finds no 
legal problems.

The bill makes important improvements to the Uniform 
Commercial Code.

We understand that the bill is referred to your 
committee. We would request early scheduling of a hearing on the 
bill.

If you have questions, please let me know.

cc: Alaska's Uniform Law Commissioners Delegation
Justice Jay Rabinowitz 
Arthur H. Peterson, Esq. 
Jerry Kurtz, Esq.
Tam Cook, Esq.
Grant Callow, Esq.

Re: SB 112

Sincerely,

CHARLES E. COLE 
ATTORNEY GENERAL

Deborah E. Behr 
Assistant Attorney General

DEB:tg

Kris Lethin, Legislative Liaison 
Office of the Governor



Law O ffic e  o f  J e f f  Busft 
Senate B uilding  

175 S. Franklin St., Ste. 318 
Juneau, AK 99801 

(907)463-4130 
Fax: 463-4122

April 6, 1993

Representative Bill Hudson
Chair, House Labor & Commerce Committee
Alaska House of Representatives
State Capitol
Juneau, AK 99801-1182

Re: SB 149; Recodification of the Alaska Banking Code 

Dear Representative Hudson:

I am the attorney hired by the Division of Banking, Securities and Corporations to 
draft the recodification of the Alaska Banking Code. The bill was introduced by the 
Senate Labor & Commerce Committee, as SB 149, and passed the Senate last week. It 
has now been referred to your committee. The purpose of this letter is to provide the 
committee with some back-up materials and to request that you consider scheduling a 
hearing on this important piece of legislation, which is supported not only by the 
Administration, but also by the financial institutions.

Enclosed for your reference is a sectional analysis of the current bill. Also enclosed 
is a draft set of regulations, which would be adopted by the department once the new code 
is enacted.

This information was provided to each committee of referral in the Senate, and you 
may already have much of it in your file. If so, I apologize for the duplication of paper. If 
you have any questions about the bill, the sectional analysis, or the draft regulations, 
please feel free to contact me or Willis Kirkpatrick (465-2521). Thank you for your 
consideration of this request.

enclosures: Sectional Analysis
Draft proposed regulations



Summary of Senate Bill 149 
Recodification of Alaska Banking Code

REVISIONS AND EXPANSIONS OF BANK POWERS

1. Creates an entirely new article on interstate and international banking, to allow foreign 
and other US banks to enter the Alaska marketplace. Section 87, beginning on page 52.

A. Either an interstate (a US bank headquartered outside Alaska) or international 
bank can purchase an Alaska state or national bank. Proposed AS 06.05.550(a), page 52.

B. An international bank may establish a new branch in Alaska; an interstate bank 
cannot, but rather must purchase an existing Alaska bank or branch. Proposed AS 
06.05.550(b). page 52.

C. For an interstate bank, reciprocity with the bank's home state will be required. 
Proposed AS 06.05.555(d)(1), pages 53-54. This will hopefully open up the availability of 
other state markets for our banks.

D. Also for an interstate bank, FDIC insurance will be required. Proposed AS 
06.05.550(a). An international bank, instead, will have to maintain assets in the state at 
least equal to 100% of its Alaska deposits. Proposed AS 06.05.560, pages 54-55.

E. Any branches of interstate or international banks will be subject to examination 
by the department, which also is authorized to examine the home office of the bank to the 
extent necessary to protect Alaska depositors. Proposed AS 06.05.565(c) and (d), pages 
55-56.

2. Provides for banks to have subsidiaries. Proposed AS 06.05.272, section 47, page 24. 
The new code specifically authorizes subsidiaries engaged in real estate ownership, 
development and leasing; insurance; and securities brokerage. Other activities for 
subsidiaries are subject to department approval, and the plan, as set out in the draft 
regulations (see draft 3 AAC 02.200, at page 28), is to analyze other activities on a case- 
by-case basis for now.

3. Revamps the bank lending statutes.
A. Adopts general lending limits, i.e. the amount a bank can loan to any one person 

or entity, that are similar to those used by the Comptroller of the Currency (OCC); these 
limits have applied in Alaska for several years anyway by regulation adopted under AS 
06.01.020, the "wildcard" statute. Proposed AS 06.05.205(b), section 25, page 14. Thus, 
if adopted, the statutes will be brought into conformity with current practice.

B. Provides that the department may adopt regulations (see draft 3 AAC 02.125(b) 
and (c), at page 19) to determine when a loan to one person will be attributed to another, 
for purposes of calculating the lending limits of AS 06.05.205(b). Proposed AS 
06.05.205(g), section 28, page 15.



SB 149 Summary, page 2

C. Eliminates all loan-to-value and term restrictions for real estate lending, 
requiring instead that lending comply with sound bank policies, subject to examination. 
Proposed AS 06.05.207, section 29, page 15.

D. At the request of the banks, the new code proposes a change to AS 06.05.215 
to provide personal liability for directors or officers for loans made in violation of law or 
bank policies only when gross negligence proven. Section 33, page 17.

REVISIONS TO DEPARTMENT'S REGULATION OF BANKS

1. Changes the capital and reserve requirements for banks.
A. With respect to reserve requirements, the new code provides that these will be 

set by regulation. Proposed AS 06.05.200(a), section 23, page 13. Current law provides 
for reserves of 20% of demand deposits and 8% of time and savings deposits. The draft 
regulations propose a new figure of 15% of all deposits. See draft 3 AAC 02.110(a). at 
page 15. Although this figure is arguably higher than the old numbers, the department 
also proposes greatly expanding the list of assets that can be considered for reserve 
purposes. Draft 3 AAC 02.110(b), at page 15. According to department calculations, the 
new proposal will not significantly raise or lower current requirements; the department's 
intention is to simply try to find a single figure, for ease of calculation, that approximates 
current requirements.

B. With respect to capital requirements, the new code raises minimum capital 
requirements to $1 million in general, and $2 million for banks in Anchorage and 
Fairbanks. Proposed AS 06.05.305, section 50, page 25. These are minimums — the 
department will set the actual requirements in each case. At present, the smallest Alaska 
state bank has $7.9 million in capital.

2. Makes the Alaska Corporations Code, AS 10.06, generally applicable to banks. 
Proposed AS 06.05.301, section 49, page 25. ĥis will eliminate the essentially 
duplicative statutory scheme with respect to bank formation, corporate actions, and filing 
requirements.

3. Sets up a permitting system for bank holding companies. Proposed AS 06.05.235(b), 
section 38, page 19, and AS 06.05.570(a), section 87, page 56.

4. Makes FDIC insurance optional, although only with a waiver from the department. 
Proposed AS 06.05.355(a), section 61, page 32. If waived, presumably there will need to 
be some alternative protection for depositors, like the asset requirements for international 
banks (see, e.g., proposed AS 06.05.560, section 87, pages 54-55).

5. Repeals Alaska's Savings Association Act, AS 06.30. Section 96, page 59. At present, 
there are no existing state S&L's, and if formed, a new one would be subject to duplicative 
state and federal regulation. Therefore, it would be better to repeal this authorization, and 
if an organization wishes to form a savings bank, it can do so either under a federal 
charter, or under the state Mutual Savings Bank Act, AS 06,15.



SB 149 Summary, page 3

1. The bill consolidates all penalty provisions of Title 06 into one section. Proposed AS
06.01.035, section 7, pages 5-7. The new code also grants the department the authority 
to assess administrative penalties for violations of the code, regulations cr department 
orders. Proposed AS 06.05.035(e)-(g). See the sectional analysis, page 2, for a 
description of what other states and the FDIC do in this area.

2. Revises sections relating to bank liquidations. Proposed AS 06.05.466-474, sections 
81-85, pages 40-47. During the 1980's when several banks closed, the department 
discovered that its liquidation statutes were generally pretty good, but needed a few 
changes. In particular, the Supreme Court held in Hoffman v. State that although the 
constitution might not require a hearing before the department takes possession of a bank, 
the statutes do. The changes proposed will clarify that this hearing may be closed to the 
public (proposed AS 06.01.030(e), section 6, page 4); in fact, it is the department's 
intention to hold a closed hearing with the board in these cases at a board meeting called 
by the department.

3. Provides that the department may remove a director from a bank’s board under certain, 
enumerated conditions, generally where the director's actions are threatening the 
soundness of the bank. Proposed AS 06.05.435(g), section 68, page 36. Also, provides 
that the department can recommend that a board fire an officer or employee, and if the 
board refuses, it risks liability for negligent or intentional actions of that employee that 
cause losses. Proposed AS 06.05.437(c), section 70, page 37.

CHANG ES TO THE DEPARTM ENT S ENFORCEM ENT POW ERS



COMMITTEE SUBSTITUTE FOR SENATE BILL 1 4 9 (FIN) 
RECODIFICATION OF THE ALASKA BANKING CODE 

SECTIONAL ANALYSIS

Section 1. Technical change. Alaska no longer issues a "charter," 
so references to that terra are eliminated throughout the statutes.

S e c t i o n  2 . T e c h n i c a l  c h a n g e .

Section 3. This is current AS 06.05.025 and 06.05.040, mostly with 
minor technical changes. Recognizing that examiners should not be 
precluded from merely ,’nvesting in banks, we have changed the 
provisions to allow an examiner to own up to 5% of the voting stock 
of another institution; this will allow simple investments but will 
not pe r m i t  an examiner to have a controlling ownership interest in 
a bank.

Since the department examines all financial institutions, not 
just banks, the provisions relating to exams have been moved to AS
06.01, the chapter that applies to all financial institutions.

Section 4. Changed to bring the section up to date, given that the 
list of federal agencies in the current statute is inaccurate. The 
change will make the statute apply regardless of what changes occur 
in the future to the names of the federal agencies.

Also, at the banks' reguest, "corresponding" was removed in
(2) to allow the department to equalize competition between 
financial institutions regardless of what they are called.

Section 5. Current AS 06.05.060(a) and (b) . Only change is to
clarify that this section applies only to records relating to
financial institutions, not all records of DCED.

Section 6. (a) - (d) . New cease and desist provisions, to more
accurately set out the procedure used by the department; existing
law has been confusing. These new subsections are generally taken 
from the FDIC Act (12 USC 1818(b) (1) ) and the Alaska Securities Act 
(AS 45.55.200(a)), both of which have proven track records. (d) 
will permit  the department to issue temporary orders before a 
hearing, to ensure preservation of the status quo (like a T R O ) .

(d) Current (b) , amended to make it clear that public hearings
need not be held in cease and desist proceedings.

(e) Current (c) & part of (d) , without substantive change; the
rest of (d) has been moved to Section 8 of the bill.

(f) Current (e).
(g) Defines "unsafe or unsound practice."

Section 7. This section consolidates all penalty provisions from AS 
06 rela t i n g  to financial institutions. Existing penalty 
provisions, scattered throughout the code, are repealed in this 
bill.

( a ) . The criminal sentences on individuals are generally kept

1



the same as in current law, However, this will raise the potential 
corporate sentences from the current $20,000 ($1000 for trust 
companies) to $200,000, under AS 12.55.035(c) ( B ) . This subsection 
supersedes current AS 06.05.065(e), 06.05.090(c), 06.05.210(b),
06.05.235(d), 06.05.520, AS 06.20.320(b), and AS 06.25.320.

(b). Supersedes current AS 06.40.160(b).
(c) . This is consistent with current AS 06.05.380(c), 

06.05.500, and AS 06.25.060; current AS 06.05.510 seems to make it 
only a misdemeanor for the same violations, but a single consistent 
penalty is more appropriate in all these cases. Supersedes current 
AS 06.05.380(c), 06.05.500, 06.05.510, AS 06.25.060, 06.25.070, and 
AS 06.45.320.

(d) . Penalizes receiving a deposit after being notified by the 
state or federal regulators that the institution is insolvent. 
Under the Credit Union Act, this is currently a Class A felony (AS 
06.45.330). The general criminal lav/ makes defrauding creditors a 
misdemeanor for up to $500, a Class C felony for $500 to $25,000, 
and a Class B felony for more than $25,000 (AS 11.46.730(c)). We 
have decided to go with the Class C felony for these cases. 
Supersedes AS 06.05.490 and AS 06.45.330.

(e) and (f). For intentional violations of the code or the 
department's orders; taken from Securities Act, AS 45.55.200(b). 
Note that (e) also applies to people who cause others to violate 
the code or department orders. A person assessed an administrative 
penalty would have a right to a hearing under AS 06.01.030. The 
differential rates for institutions as opposed to individuals is 
common in other states. See FL and OR ’ elow. For point of 
reference, here is a summary of what some er states allow for 
administrative fines:

IN allows up to $15,000 per violation (sec. 28-11-4-9).
GA allows $1000 per day per violation, until corrected (sec. 7-1- 

9 1 )  .
OR allows $2500 per violation for individuals, $50,000 for 

institutions (sec. 708.980).
FL allows $10,000 per day if the violation is due to 

recklessness; and $50,000 per day for individuals and $500,000 per 
day for institutions if the violation is intentional (sec. 
655.041).

By the way, the FDIC penalties are also very high —  $25,000 per 
day for reckless actions, up to $1 million per day for intentional 
violations (12 CFR 308.116).

(g) . For non-intentional violations, taken from AS 
45.55.200(c); also applies to those who cause others to commit a 
violation.

(h) . Supersedes AS 06.01.010(c) and AS 06.05.505. These 
figures seem consistent with those used in other states. However, 
for late call reports the FDIC uses a sliding scale based on the 
size of the institution and whether the conduct is repetitious, 
charging from $100 to $2000 per day (12 CFR 308.132).

(i). Current AS 06.05.065(e).

S e c t i o n  8 .  T h i s  i s  p a r t  o f  c u r r e n t  A S  0 6 . 0 1 . 0 3 0 ( d ) ,  w h i c h  i s  m o v e d

2



because it did not belong as part of the section on departmental 
o r d e r s .

Section 9. This section lists most of the department's powers with 
respect to banks. To the extent the list refers to powers 
contained elsewhere in the code, the reference here is unnecessary, 
but it does offer a relatively comprehensive laundry list. In 
addition, (b)(13) and (14) give the department essentially 
unlimited authority to issue orders to get compliance with the 
code.

Current AS 06.05.005(3) has been repealed; neither the 
department nor the banks could determine what it meant or what was 
its purpose. Some current sections have been repealed elsewhere 
and included in this section. They are

(a)(2). AS 06.05.070 is repealed, and here it simply states 
that the department will provide for bank records retention through 
r e g u l a t i o n s .

(b)(1). Current AS 06.05.030, although we have removed the 
authority of the department to relieve a bank from the examination 
fee; this seemed appropriate given that fees for specific exams 
have been replaced with an assessment system. See AS 06.01.010(d).

(b)(6). Current AS 06.05.005(2).
(b) (7). Includes current AS 06.05.015. In (J) , we have added 

authority to require loan loss reserves for loans classified as 
"doubtful." We also eliminated reference to "FDIC" exams and 
substituted "federal" exams, to include the Federal Reserve Bank.

Section 10. Amended to make the reporting requirements as to 
signatures consistent with FDIC requirements, so that the same 
reports can be used by the banks for both s=tate and federal 
a g e n c i e s .

Section 11. Here and in Section 12 of the bill, references to state 
"charter" have been removed as obsolete. Also, we removed 
reference to "lending" institutions to make the terminology 
consistent with that used in the rest of the code.

Section 12. Adds an exemption for mortgage loans existing at the 
time of hire. This section will no longer disqualify a person from 
working as a bank examiner if the person has a home mortgage loan 
with a state bank.

Section 13. Amended to clarify that all actions of the department 
under this chapter, not just the adoption of regulations, are 
designed to promote a sound banking system.

Section 14. These changes are primarily stylistic, to clarify the 
section's meaning.

Section 15. Amended to provide that the notice of charges for new 
accounts need only be provided where accounts are opened; for 
example, there is no reason to require this at a bank's automated
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teller machine (ATM).
We will also clarify in regulation that "clearly post" can 

include using pamphlets or brochures, provided they are easily 
accessible and there is some notice or sign indicating their 
location.

Section 16. The phrase in current statute, "the extent necessary to 
meet the needs of customers," might be interpreted either to mean 
"to meet existing orders" or "to meet anticipated demands." This 
change, proposed by the banks, clarifies the meaning.

Section 17. The repealed language is all contained in other 
subsections —  the three day maximum closure is now contained in
(e) ; the branch bank variance is now in (f) . See Section 19, 
below. The reduction of necessary prior notice of a holiday 
closure, from 15 to 7 days, was done at the request of Northrim 
Bank.

Section 18. Many stylistic changes. We changed the notice 
requirement to be before closure, if possible, and otherwise as 
soon as possible after closure. Also, we removed the requirement 
that the Comptroller of the Currency be notified of these closures
—  that is a matter that should be left to the comptroller and 
federal regulation. Finally, at the suggestion of First Bank, we 
clarified the final sentence in the subsection.

Section 19. (d). This is new, to cover the Key Bank "neighborhood
day" situation.

(e). Currently in (a) . The three day maximum closure applies 
not only to holidays, but also to board declared closures, but it 
does not apply to branch banks operating under a department 
approved different schedule.

(f). Currently the last sentence in (a).

Sections 20 & 21. At the request of the banks, we have changed this 
statute to clarify that bank records need not be released pursuant 
to subpoena. Given that subpoenas can be obtained routinely from 
the court clerk without judicial review, to permit release of the 
info in response to a subpoena would amount to an elimination of 
any customer confidentiality, and has resulted in a huge burden on 
the banks.

Section 22. This is new, also at the request of the banks. The 
current cost of responding to information requests is very high, 
and it is reasonable to provide the banks with reimbursement for 
these costs.

Section 23. First, the subsection is modified to apply to all banks
—  the distinction of "commercial" banks is meaningless in Alaska 
law, and there was no reason for the exception for members of the 
federal reserve system. Second, the subsection has also been 
changed to provide that reserve requirements will be set by



regulation be based on the bank's liquidity needs (rather than as 
a means of protecting against capital impairment). There has been 
confusion in the past over the purpose of the reserve requirements. 
It should be noted that the Comptroller sets reserve requirements 
in federal law, but those requirements are not based on a bank's 
liquidity needs, but rather as a method to manipulate the supply of 
money in the U.S. Finally, we have changed "reserves" to "reserve 
fund" to avoid confusion with loan loss reserves.

Section 24. This change will give the department more discretion in 
regulating problem banks. If a bank falls below the reserve 
requirements, it will not automatically be prohibited from making 
loans or paying dividends —  that will be up to the department.

Section 25. This adopts the general lending limits used by the 
Office of the Comptroller of the Currency (OCC). The definition of 
"fully secured" will be put in regulation, probably requiring 
collateral equal to 100% of loan balance. The list of transactions 
not included in these calculations is generally taken from current 
subsection (b) , with an addition in (3) of loans collateralized 
with assigned deposit accounts. This list is generally more 
liberal than OCC regulations, except for the requirement that 
cannery products and products in transit be insured to be exempt 
The definition of "products in transit" in (4) is taken directly 
from current regulation and ii? not a change in current lav/.

Section 26. Amended to make loans unconditionally guaranteed by 
the state, such as AIDEA, also not count toward the loans to one 
borrower limitations.

Section 27. Expands the prohibition for bank loans to include loans 
collateralized by stock of any of the bank's holding companies, 
unless the stock is publicly traded, and to unsecured loans usei to 
purchase stock of either the bank or its holding companies, idds 
an exception to this rule for situations of bank acquisitions or 
mergers, with department approval.

Section 28. (g) . New provision allowing the department to adopt
regulations defining when a loan made in the name of one person or 
entity will be attributed to another for purposes of calculating 
the lending limits in this section. This is taken from the 
recommendations of Montana's advisory committee that reviewed that 
state's banking code.

Section 29. (a) . Combines existing (a) , (c) , and (d) . Specific
loan-to-value (LTV) and term restrictions have been eliminated and 
replaced with a requirement that real estate loans be made 
consistent with sound bank policies. Also, the section's 
application is expanded to apply to all loans where the primary 
security for the loan is real estate, not just those on improved 
real estate; thus, current (e) and (f) were eliminated along with 
AS 06.05.206 and AS 06.05.211. Existing (g) has been eliminated as
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o b s o l e t e .
(b )  . From c u r r e n t  s u b s e c t i o n  (b) ; c h a n g e d  t o  a p p l y  t o  a l l  

j u n i o r  l i e n s ,  n o t  j u s t  s e c o n d s .

S e c t i o n  3 0 .  S e v e r a l  c h a n g e s  a r e  p r o p o s e d  t o  t h i s  s u b s e c t i o n .  
F i r s t ,  we c l a r i f y  t h a t  a l l  n o r m a l  l e n d i n g  r e s t r i c t i o n s  a p p l y  t o  
l o a n s  t o  d i r e c t o r s ,  o f f i c e r s  a n d  b a n k  e m p l o y e e s ,  i n  a d d i t i o n  t o  t h e  
s p e c i f i c  l i m i t a t i o n s  o f  t h i s  s e c t i o n .  S e c o n d ,  d i r e c t o r s  a r e  a d d e d  
t o  t h o s e  s u b j e c t  t o  t h i s  s e c t i o n .  T h i r d ,  t h e  t h r e s h o l d  f o r  
a p p l i c a t i o n  o f  t h e  s e c t i o n  i s  r a i s e d  t o  $ 1 0 0 , 0 0 0  i n  t h e  a g g r e g a t e ,  
a n d  u p  t o  $ 2 5 0 , 0 0 0  f o r  p e r s o n a l  p r i m a r y  r e s i d e n c e s  o f  d i r e c t o r s ,  
o f f i c e r s  a n d  e m p l o y e e s .  We h a v e  a l s o  r e p e a l e d  t h e  f i n a l  s e n t e n c e ,  
s i n c e  l o a n s  a r e  d e f i n e d  i n  AS 0 6 . 0 5 . 5 4 0  t o  i n c l u d e  o v e r d r a f t s ,  
m a k i n g  t h i s  s e n t e n c e  u n n e c e s s a r y .

T h e r e  h a s  b e e n  some c o n f u s i o n  i n  t h e  p a s t  w h e t h e r  a b a n k ' s  
b o a r d  o f  d i r e c t o r s  c o u l d  a c t  t h r o u g h  a c o m m i t t e e  f o r  t h e  a p p r o v a l  
o f  t h e s e  l o a n s .  AS 1 0 . 0 6 . 4 6 8 ,  i n c o r p o r a t e d  u n d e r  t h i s  a c t ,  w o u l d  
a l l o w  t h i s ,  e x c e p t  f o r  l o a n s  t o  d i r e c t o r s  w h i c h  w o u l d  s t i l l  r e q u i r e  
f u l l  b o a r d  a p p r o v a l .

S e c t i o n  3 1 .  T h i s  s u b s e c t i o n  h a s  b e e n  am e n d ed t o  r e m o v e  s p e c i f i c  LTV  
a n d  t e r m  r e s t r i c t i o n s ,  a n d  make t h e s e  l o a n s  g e n e r a l l y  s u b j e c t  t o  
t h e  s a m e  r e s t r i c t i o n s  a s  a l l  r e a l  e s t a t e  l o a n s  u n d e r  AS 0 6 . 0 5 . 2 0 7 .

S e c t i o n  3 2 .  C h a n g e d  t o  mak e t h i s  m e r e l y  a p r o h i b i t i o n ;  p e n a l t i e s  
a r e  p r o v i d e d  i n  AS 0 6 . 0 1 . 0 3 5  f o r  a l l  v i o l a t i o n s  o f  t h e  c o d e ,  
i n c l u d i n g  t h i s  s e c t i o n .

S e c t i o n  3 3 .  T h i s  s e c t i o n  h a s  b e e n  c o n f u s i n g  a n d  s o m e w h a t  
c o n t r o v e r s i a l  i n  t h e  p a s t .  We h a v e  r e w r i t t e n  i t  t o  make s e n s e .  
T h e  s t a n d a r d  a d o p t e d  h e r e  -  k n o w i n g l y  o r  w i t h  g r o s s  n e g l i g e n c e  -  i s  
s t r o n g l y  s u p p o r t e d  b y  t h e  b a n k s ,  b e c a u s e  t h e y  f e e l  t h a t  a s i m p l e  
n e g l i g e n c e  s t a n d a r d  m i g h t  d i s c o u r a g e  p e o p l e  f r o m  b e c o m i n g  b a n k  
d i r e c t o r s .

S e c t i o n  3 4 .  T h i s  s e c t i o n  p r o b a b l y  c o u l d  b e  r e p e a l e d ,  s i n c e  f e d e r a l  
l a w  a r g u a b l y  p r e e m p t s  t h e  s t a t e  l a w .  (We h a v e  r e p e a l e d  AS  
0 6 . 0 5 . 2 2 0  f o r  t h i s  r e a s c n . )  H o w e v e r ,  f o r  c l a r i t y ,  t h i s  s e c t i o n  i s  
l e f t  i n .  T h e  r e f e r e n c e  t o  AS 0 6 . 0 5 . 2 2 0  h a s  b e e n  c h a n g e d  t o  r e f e r  
d i r e c t l y  t o  t h e  a p p l i c a b l e  f e d e r a l  s t a t u t e .

S e c t i o n  3 5 . T h e  s e c t i o n  c u r r e n t l y  i s  i n c o r r e c t  i n  i t s  r e f e r e n c e  t o  
" r e a l  e s t a t e , "  s i n c e  i t  a c t u a l l y  a p p l i e s  t o  b o t h  r e a l  a n d  p e r s o n a l  
p r o p e r t y ,  s o  t h i s  h a s  b e e n  f i x e d .  A l s o ,  t h e  s e c t i o n  h a s  b e e n  
b r o a d e n e d  i n  s e v e r a l  r e s p e c t s ,  t o  a l l o w  a b a n k  t o  h o l d

1 )  p r o p e r t y  u s e d  f o r  p r o m o t i o n a l  p u r p o s e s ,  s u c h  a s  a b o a t ;  o f  
c o u r s e ,  a n y  a s s e t  s o  h e l d  w i l l  h a v e  t o  b e  u s e d  e x c l u s i v e l y  f o r  b a n k  
p u r p o s e s ;

2) a  b u i l d i n g  i n  w h i c h  b a n k  o f f i c e s  ay-e l o c a t e d ,  e v e n  i f  o n l y  
a p o r t i o n  o f  t h e  b u i l d i n g  i s  u s e d  f o r  t h e  b a n k  ( t h i s  i s  a l r e a d y  
b e i n g  d o n e  b y  s e v e r a l  A l a s k a  b a n k s ,  a r g u a b l y  i n  v i o l a t i o n  o f  
p r e s e n t  l a w ) ; and
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