
ALASKA LEGISLATURE COMMITTEE FILES 1995-1996 8672
8660 HOUSE LABOR & COMMERCE      -..... .....



b illio n  m ore  than in 1994 . They  can 
choose  from  3 4 ,8 5 2  freestanding na il sa ­
lon s across the c oun try— nearly  2 ,0 0 0  
m ore  than a yea r ago— o r hundreds o f  
thousands o f  beauty sa lons that o ffe r  
na il se rv ices.

The m ost requested serv ice , accord ing 
to the Fact Book, is a rtific ia l na ils . 
M an icu res a re N o . 2 . O the r p opu la r ser­
v ices inc lude na il je w e lry  and nail art.

B ecause o f  the varie ty  o f  na il serv ices, 
the p re fe rred  term  fo r  a person who p ro ­

vides na il se rv ices is “ n a il technician" 
rathe r than m an icu rist, said Suzcttc H ill , 
m anaging ed ito r fo r  Nails, a magazine 
fo r  p ro fe ss ion a ls  and students.

‘T w en ty  years ago . they m ain ly  did 
m an icu res ,"  she said . "N ow , they ’ re 
do ing  so  much m o re ."

T hey  use a range o f  products, in c lud ­
ing p o lishes , paints, a rtific ia l na ils , 
g lues, and lam inates, m any o f  which are 
a va ila b le  fo r  home use, too .

N ail P roducts  as Cosmetics
N a il p roducts fo r  both home and salon 

use are regu la ted  by the Food  and D rug 
A dm in is tra tion . U nder the Federal 
F ood . D ru g , and C osm etic  Act, these 
ppv luc ts a re considered  cosm etics be­
cause they arc "a rtic le s  o th er than soap 
which arc app lied  to the human body fo r

c leansing , beau tify ing , p rom oting attrac­
tiveness. o r a ltering the appearance." 
(S ee  "C osm etic  Sa fe ty : M o re  Com plex 
Than at First B lu sh " in the N ovem ber 
1991 FDA Consumer.)

B y  law , na il products so ld  as cosmet­
ics in the United States must be free o f  
po isonous o r  de leterious substances that 
m ight in ju re  users under the usual o r 
custom ary cond itions o f  use intended by 
the m anufacturer. These uses are printed 
on  the package o r  on a package insert

M any na il products contain poisonous 
substances, such as acetonitrile in glue re­
m overs, but are allow ed on the market be­
cause they are not harm ful when used as 
directed. T hey ’ re poisonous on ly  when in­
gested. which is not their intended use.

P roducts sold fo r  home use a lso  must 
be labe led  p roperly , with the names o f  
the ingredients listed in descending o r­
d e r o f  predom inance. (S ee  "Decod ing  
the Cosm etic L abe l" in the May 1994 
FDA Consumer.)

F D A  docs not review  o r  approve nail 
p roducts and o ther cosmetics before 
they g o  on the market. However, the 
agency inspects cosm etic manufacturers 
and sam ples and analyzes cosmetics as 
needed. I f  a safety p rob lem  arises, the 
agency can take legal action against the 
product.

F D A  a lso  tracks safe ty  p rob lem s 
th rough its Cosmetic Voluntary R eg istra ­
tion P rog ram , in which cosmetic m anu­
fac tu rers vo lun ta rily  report to FD A  the 
types o f  adverse reactions their custom ­
ers have reporteu to them. FDA  uses this 
in fo rm a tion  to determ ine a baseline re ­
action rate fo r  specific product catego­
ries , such as cutic le softeners, nail e x ­
tenders (a rtific ia l nail ends), and nail 
po lishes . The agency gives this in fo rm a ­

tion to participating com panies 
so they can com pare the ir ad­
verse reaction rates to F D A ’s 
determ ined baseline.

FD A  al.-o learns about p o ­
ten tia lly  ha rm fu l products from  
m anufacturers' com petitors, 
consumers, doctors, and nail 
technicians, who report adverse 
reactions d irec tly  to the agency.

Salon Safety
The salons and their techni­

cians are regulated by the 
states, u sua lly  their cosm eto l­
ogy boards. Lo is W isku r, past- 
prcsidcnt o f  the N ational In ter­
state C ounc il o f  State 
C osm eto logy Boards, said that 
as fa r as she knows, every  state 
has some type o f  licensing re ­
quirements fo r  nail sa lons, nail 
technicians, o r  both.

Under these requirements, 
salons provid ing nail services 
usua lly  must meet certain re ­
quirements, such as:

• Em p loy ing  nail technicians who have 
had a m inimum  number o f  hours o f  
c lass room  and practical training.
• P rop e r ly  steriliz ing manicure im p le ­
ments. The preferred methods are auto- 
c lav ing  (heat s te riliza tion ) o r chem ical 
sterilization.
• Undergoing a state inspection periodi­
cally .
• Maintaining sufficient equipment, such 
as at least one manicure table and one sink 
that runs hot and cold water.
• M aking sure that employees wash their 
hands before beginning work on a cus­
tomer.

To prevent b lood -borne in fections, 
such as H IV  and hepatitis, the national 
Centers fo r  D isease C on tro l and P reven ­
tion recommended s im ila r sanitary p rac­
tices fo r  salon employees in guidelines
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A survey o f U.S. nail technicians 
by Nails, a magazine for nail 
professionals and students, 
indicates consumers spend far 
more on artificial nails than on 
manicures. Spending on artificial 
nails in U.S. salons rose from 
jus t under $3  billion in 1 9 9 3  to 
more than $4  billion in 19 9 5 , 
while spending on manicures 
remained under $ 1  billion during 
the same penod.

0
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(Sources: Nails 19 94  Fact Book and Nails 1 9 9 5  Fact Book)

issued in 1985 . T h e  gu ide lines targeted, 
am ong others, pe rsona l-se rv ice  w orkers , 
such as m anicurists and pedicurists. To 
date, there have been no reports o f  
transm ission o f  b lo od -b om e  diseases to 
o r  from  a persona l serv ice w orker, ac­
co rd ing  to C D C .

N a i l In fe c t io n s
M o re  com m on na il p rob lem s, derm a­

to log is ts  report, a re in fections from  bac­
teria . such as Staphylococcus; fungi, 
such as Candida (a lso  known as yeast); 
and skin viruses, such as wans.

Bacterial and fungal infections fre ­
quently result from  artificial nails, 
whether applied at home o r in a salon. A 
bump o r knock to a long artificial nail 
m ay cause it to lift from  the natural nail at 
the base, leav ing an open ing fo r dirt to 
get in. I f  the na il is reg lued without

p roper c lean ing  (w ith  rubb ing a lcoho l, 
fo r  e xam p le ), bacteria o r  fung i may 
g row  between the n a ils  and spread into 
the natural na il.

A lso , as the natural nail g rows, an open­
ing develops between the natural nail and 
artificia l nail. I f  this space is not filled  in 
regularly , it can increase the chances fo r 
infection.

A fungal in fection can take ho ld when 
an acry lic nail is le ft in place too long—  
such as three months o r  m ore— and mois­
ture accumulates under the nail.

Bacterial, fungal and v ira l infections 
a lso can occur from  using insanitary nail 
implements, especia lly  in a salon , where 
the same implements are used on many 
peop le .

Unc lean  im p lem ents are espec ia lly  
dangerous i f  the sk in  a round the nail is 
b roken . Th is  can occu r w ith overzea lous

m anicuring— if , fo r  e xam p le , too  much 
o f  the cutic le  is cut o r  pushed back too 
far. I f  the cutic le is cut o r  separated from  
the finge rna il, in fec tiou s agents can get 
in to the exposed area . Th is is why de r­
m ato log ists recom m end leav ing  cutic les 
intact.

Sym ptom s o f  an in fec tion  include 
pain , redness, itch ing , and pus in o r  
around the nail a rea . Y e llow -g reen , 
green, and g reen -b lack  na il d is c o lo ra ­
tions are signs o f  a Pseudomonas bacte­
ria l in fection . A  b lue -g reen  d isco lo ra tion  
signals a funga l in fection .

I f  an in fection  appears w h ile  wearing 
a rtific ia l nails, they shou ld  be rem oved 
and the area c leaned th o rough ly  w ith 
soap and water. I f  sym ptom s persist, the 
person should consu lt a docto r, w ho mas 
prescribe a top ica l o r  o ra l an ti-in fective 
medicine.

There are no app roved  nonprescrip - 
.tion products to treat funga l nail in fe c ­
tions. and ove r-th e -coun te r products to 
treat o ther types o f  funga l in fections 
shou ld not be used fo r  nail in fections. In 
a review  o f  O T C  an lifu n g a l products, 
FD A  found that funga l in fec tions o f  the 
nails respond p o o r ly  to top ica l therapy, 
partly  because o f  the na il's  thickness.
S o . in 1993 , the agency ru led  that any 
O T C  product lab e led , represented o r  
p rom oted as a top ica l an tifunga l to treat 
funga l in fections o f  the na il is a new 
drug and must be app roved  by F D A  be­
fo re  m arketing. T h is  ru le , which went 
in to e ffec t in 1 994 , does not include p re ­
scription antifunga l p roducts.

Despite the ru le , som e com panies con ­
tinue to se ll unapproved O T C  nail p rod ­
ucts, such as nail g lu es , w ith antifunga l 
c la im s. ID A  has warned these com pa­
nies it m ight take lega l action i f  they 
don 't stop se llin g  the products.

A lle rg ie s  and  O th e r  H a z a rd s
O ther com m on p rob lem s associated 

with nail products arc a lle rg ic  reactions, 
such as contact de rm atitis , a sk in  rash 
characterized by redness and itching and 
sometim es tiny b lis te rs that ooze . (Sec 
"Contact D erm atitis : S o lu tion s  to Rash 
M yste ries" in the M ay  1 9 9 0  FDA Con­
sumer.)

Certain nail ingred ients are known fo r 
their tendency to  cause a lle rg ic  reac­
tions. Residual traces o f  the basic bu ild ­
ing b locks o f  a c ry lic  resins (" a c ry lic s " )
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• I f  the re  is any question about sensitiv ­
ity to  the m ateria ls in a rtific ia l na ils , 
have one  na il done as a test and w a il a 
few  days to  sec i f  a reaction deve lops.

• N eve r app ly  an a rt ific ia l nail i f  the 
.a u ra l n a il o r  skin around it is in fected 

>r irrita ted . Let the in fec tion  heal first.

• R ead  the d irec tions fo r  d o - it -y o u rse lf 
ra ils b e fo re  app ly ing  them , and fo llow  
he d irec tion s ca re fu lly . Save the ing re ­

d ient lis t  fo r  y ou r d oc to r in case you 
:ave an a lle rg ic  reaction o r  o th e r in ju ry .

T rea t y ou r a rtific ia l nails w ith care.
. hey m ay be stronger than y ou r own, 
out they s till can break and separate. T ry  
lo t  to bum p o r  knock  them. F ind  new 
•vavs to  do  o rd ina ry  tasks, like  using a 
:n c il to d ia l o r  depress the numbers on 

:ie  phone .

• I f  an a rt ific ia l nail separates, d ip the 
finge rtip  in to  rubbing a lc o h o l to c lean the 
space between the natura l and a rtific ia l 
na ils b e fo re  reattaching the a rtific ia l na il. 
Th is w ill h e lp  prevent in fec tion .

• N eve r use househo ld  g lues fo r  nail re ­
pairs. U se  o n ly  products intended fo r  nail 
use, and fo l lo w  d irec tions.

• D o n ’ t w ear a rtific ia l n a ils  fo r  longe r 
than three months at a tim e. R em ove  
them fo r  one  month to g ive  na ils a re s t

• K eep  na il g lues and o th e r po isonous
substances out o f  the reach o f  ch ild ren . ■

-P .fi.

eporting Adverse Nail Product Reactionŝ
D oc to rs , nail technicians, and consumers shou ld  report adverse reac- 

ions from  nail p roducts to the nearest FD A  o ffic e , listed  in the b lue scc- 
ion o f  the te lephone book . O r, w rite to: 
iod  and D rug  Adm in istra tion  

'en ter fo r  Food  Sa fe ty  and A pp lied  Nutrition 
t ff ic e  o f  C osm etics and C o lo rs  (H F S -1 0 0 )

200 C St.. S.W.
W ash ing ton . D C  2 0 2 0 4

used in a rtific ia l na ils , fo r  exam p le , can 
cause redness, sw e llin g  and pain in the 
na il bed. In some cases, the reaction is 
so seve re  that the natural na il separates 
from  the nail bed, and a lthough a new 
nail u sua lly  grow s in , it m ay be im pe r­
fect i f  the na il roo t has been dam aged.

N a il s treng thened that conta in " fre e  
fo rm a ld eh yd e " may cause an irrita tion  
o r  reaction , as can certain o th e r chem i­
ca ls in na il g lues and po lishes.

In  the late 1970s, use o f  m ethy l m eth­
ac ry la te , then a com m on ingred ient in 
a rt ific ia l nail products, resu lted in F D A  
rece iv ing  a number o f  reports o f  in ju ries 
and a lle rg ic  reactions, inc lud ing damage 
and d e fo rm ity  o f  finge rna ils  and contact 
derm atitis. The ingredient now is ra re ly  
used because o f  lega l action against a 
fo rm e r m anu factu rer o f  m ethyl meth­
acry la te -con ta in ing products and nu­
m erous seizures and reca lls o f  such 
products. M ethy l m ethacry late has since 
been rep laced with o ther chem ica ls , 
such as e thy l m ethacrylate. H ow ever, 
accord ing  to John Bailey , P h .D ., acting 
d irec to r o f  FDA 's o ffic e  o f  cosm etics 
and c o lo rs , the rep lacement chem ica ls 
have neve r been fu lly  studied fo r  safety, 
and they may be as ha rm fu l as m ethy l 
m ethacry la te .

“ O u r current guidance is that p roducts 
con ta in ing  ethyl m ethacry late shou ld  be 
used o n ly  by trained nail technicians 
under cond itions that m in im ize expo ­
sure and skin contact because o f  the ir 
po ten tia l to cause a lle rg ie s ,”  he said.

W ha teve r the cause, a lle rg ic  reactions 
u sua lly  take place where the product 
has been app lied o r  where it has inad­
verten tly  come in contact with o ther 
skin su rfaces, such as the face, eye lid s 
and neck.

W hen  the o ffend ing  agent is no 
longe r used, reactions c lea r up. S om e ­
tim es, the user can identify  the chem ica l 
causing the a llerg ic  reaction and avo id  
it.

T hough  rare, some nail products can 
cause illn ess and even death, particu­
la r ly  i f  ingested by ch ild ren . In  1987 , a 
16 -m on th -o ld  todd le r died o f  cyanide 
po ison ing  a fte r sw a llow ing a m ou th fu l 
o f  so lven t used to rem ove scu lptured a r­
tific ia l fingerna ils . At least one o ther 
youngste r was rushed to the em ergency 
room  fo r  intensive care a fte r sw a llow ­
ing a s im ila r product. These products
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To he lp  you  decide i f  a salon p rovides 
san ita ry  n a il se rv ices , na il and pub lic 
hea lth  expe rts  suggest considering the 
fo llo w in g :
• Is  the sa lon  licensed? L icenses often 
a re  posted . I f  y ou  d o n ’ t see one, ask.
• A re  the na il technicians licensed? 
These  licenses a ls o  are usua lly  posted. 
A sk  i f  y ou  d o n ’ t see one fo r  you r techni­
c ian .
• H ow  a re  na il im p lem ents sanitized? 
A u to c la v in g  (h ea t ste riliza tion ) is best, 
says R a lp h  D a n ie l, M .D ., a de rm a to lo ­
g is t in Jackson , M iss . B u t most states a l­
low  chem ica l s te ri liz ing  as long as the 
im p lem en ts are im m ersed in the so lu tion 
fo r  at least 10 m inutes between custom ­

ers. A sk  the technician what the sa lon 's 
practices are. I f  they 're  using a chem ica l 
so lu tion , check the p roduct’ s labe l fo r  
words like  "g e rm ic id a l”  to indicate that 
it is strong enough to k i l l bacteria. I f  in 
doubt, bring y ou r ow n implements, 
Dan ie l suggests.
• Is there a p re -se rv ice scrub? Both  the 
nail technician and the c lien t shou ld 
wash their hands w ith an an tim ic rob ia l 
soap be fo re  nail w o rk  begins.
• Is each custom er g iven  a fresh bow l o f  
soapy water to soak  the ir na ils in and is
a new nail fi le  used fo r  each custom er? 
Both practices shou ld  be fo llow ed .
• Is the fac ility  neat and c lean? Pau l 
Kech ijian , M .D ., a c lin ic a l associate 
p ro fe sso r o f  d e rm ato logy  and ch ie f o f

the nail section at New  Y o rk  University , 
compares selecting a sa lon  to selecting a 
restaurant. "A sk  y o u rs e lf when you walk 
in : W ou ld  you want to eat there?" he
says.
• Is there a strong sm e ll o f  fum es? I f  
there is, it ’s a sign that the fa c ility  is 
poo rly  ventilated, says John Ba iley , 
Ph .D ., acting d irec to r o f  F D A ’s o ffic e  o f  
cosmetics and co lo rs . Inha ling  the fumes 
from  na il products can m ake you  sick.

I f  you have a com p la in t about a salon 
provid ing nail serv ices, contact y ou r 
state board o f  cosm eto logy . ■

—P.K.

m  S C U L P T U R E  Q U IK

- > . . . . . . • . *. •* ”
. Dissolves all s 
!  and  g ib e #■ Econom icM
. WARNING*. FLAMMABLE :/  FLAME DO NOTINGEST,
*  M A Y  BE HARMFUL '* OR EYE CONTACT.'

HELP. KEEP O ITD O E  THE 
USE IF FINGERS O R  N A ILS  
INFECTED.
IN G RED IEN TS : A c  
P P G -15 S t eo r y l  E th er ,

con ta ined  ace ton itrile . a chem i­
c a l that b reaks dow n  into cya­
n ide w hen sw a llow ed . Since 
1 9 9 0 , the C on sum e r P roduct 
S a fe ty  C om m iss io n  has re ­
q u ired  h ou seh o ld  g lue  rem ov ­
e rs  con ta in ing  m o re  than 5 0 0  
m illig ram s  o f  ace ton itrile  in a 
s ing le  con ta iner to carry child- 
resistant packaging . This in­
c ludes g lue  rem overs fo r  a rtifi­
c ia l nails.

N a il products a lso  can be dan­
gerous i f  they get in the eyes.
A nd  they can eas ily  catch on fire 
i f  exposed to the free flam e o f  
the p ilo t light o f  a  stove, a lit 
c igarette , o r  even the heating e le ­
m ent o f  a  cu rling  iron.

Consum ers shou ld read labels 
o f  nail products ca re fu lly  and 
heed any warnings.

H e a lth y  N a i ls
F rom  cu rren t consum er habits, one 

m igh t su rm ise  that the main function o f  
n a ils  is to  lo o k  good . Bu t nails serve 
se v e ra l p h y s io lo g ic a l purposes: They 
enhance fin e  touch and fine m otor sk ills  
and p ro tec t the finge rs and toes. Doctors 
a ls o  m ay  exam ine  them fo r  indications 
o f  se riou s und e rly in g  diseases; fo r  e x ­
am p le , c lubbed  n a ils  (a  cond ition in

which fingers o r toes thicken and the 
nails wrap around them ) is a classic sign 
o f  chron ic lung and heart disorders. For 
those reasons, it’s important to keep nails 
healthy.

With proper care and precautions, nails 
can be boili healthy and attractive. ■

Paul/i Kurtzweil is a member o f  FDA's 
public affairs staff.

The dangers listed an the label o f  

this artificial nail remover apply to 

many nail products.
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M a r i a n n  S t o ffel 
1352 P i o n e e r  Peak Dr 
W asi11a, Ak . 9 9 6 S 4  
J a n u a r y  13, 1996

R e p r e s e n t a t i v e  B r i c o  
L e g i s l a t i v e  O f f i c B  B l d g  
Juneau, Alaska

Dear R e p r e s e n t a t i v e  Brice:

I am writing in r e g a r d s  to hou s e  bill 73 r e f e r r i n g  to 
"An Act relating to the lic e n s u r e  of m a n i c u r i s t s "

F i r s t  of all I'd L i k e  to thank you for d r a f t i n g  this bill. As 
a H a i r d r e s s e r  w o r k i n g  in the industry for nea r l y  30 y e a r s  it 
is a wonder to me that m a n i c u r i n g  ever was taken away from 
the regulation of the Beard of B a r b e r s  and H a i r d r e s s e r s .

I have been s e r v i n g  on the B a r b e r  and H a i r d r e s s e r  board since 
Nov. 1992 II was c o n f i r m e d  by the L e g i s l a t u r e  in '93) e v e r  
si nce that time the licensing of m a n i c u r i s t  in the S t a t s  of 
Alaska has been on o u r  agenda. We have heard t e s t i m o n i e s  of 
ot h e r s  in our i n d u s t r y  who come from all o v e r  the S t a t e  to 
testify of the n e e d  to r e g u l a t e  manic u r i s t .  Th e  p r i m a r y  need 
is to protect the p u b l i c  from those p r a c t i c i n g  w i t h o u t  p r o p e r  
training and s a n i t a r y  skills.

In o u r  M a rch 3th and 6th B o ard m e e t i n g s  we d i s c u s s e d  at 
length H o use Bill 73 I can a s s u r e  you the the Board .is 
un a n i m o u s  in f a v o r  of this bill.

If you have any f u r t h e r  q u e s t i o n s  please do n o t  h e s i t a t e  to 
c o n tact me.

S i n c e r e ] y ,

M a r i a n n  Stoffel
C h a i r . B o a r d  of
B a r b e r s  and H a i r d r e s s e r s
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F A I R B A N K S ,  A K . 9 9 7 0 9

A T T l ' N l  I O N  TOM f .lRl C P . :

As tho owner of New C o n c e p t s  Beaut.y School, INC. I have 
s u p p orted  House Hill 73 b e c a u s e  I 1eel the the Health,
S a f e t y  a n d  T i u w t  of th e  p u b l i c  h a s  b e e n  c o m p r o m i s e d  by 
u n l i c e n s e d ,  u n t r a i n e d  i n d i v i d u a l s  pi net icing muni c m  ing in 
a n  u n s a f e  a n d  u n s a n i t a r y  m a n n e r .

j.t lias b e e n  f r u s t r a t i n g  w h e n  a c o n s u m e r  c o m e s  to me 

s e e k i n g  a d v i s e  a s  l.u w h o m  t h e y  s h o u l d  c o n t a c t  to r e p o r t  a 
p e r s o n  w h o  ha s  c a u s e d  p e r m a n e n t  d a m a g e  a n d  d i s f i g u r e m e n t .  1 
h a v e  to lei] thorn t h e r e  j s no r e g u l a t i o n  in t h i s  aroii. I c a n  
c o m p a r e  t h i s  to a D o c t o r  or D e n t i s t  u s i n g  i m p l e m e n t s  t h a t  
w e r e  J u s t  u s e d  o n  a n o t h e r  p e r s o n .

i w o u l d  u s k  t h e  committee? to lo''' a t  t h i s  H i l l  

s a r l o n e l y  a n d  "P A 5 5  I i " .

JAN -11-1996 16 :46 9074524634 P .03



Representative Tom Brice
119 N. Cushman, Ste 205 

Fairbanks, AK 99T01 
907456-7423 Fax: 451-9293

While in JuneauALASKA STATE LEGISLATURE JUKsa“ £ g - lie
907-465-3466

M em o ran dum

DATE: January 29, 19%

TO: Rep. Cun Bunde. Co-Chair
Rep. Cynthia Toohev, Co-Chair 
House HE5S Committee

. /  n
FR O M : Rep. Tom Brice J

' /
RE: CSHB 73 changes

The change  lhai CSHB 37 makes 10 die original aie relatively simple and are found in .sec. 
19 and sec 20 of the hill.

The change to sec. 19 in the CS is an expansion of the definition of manicure to cover 
those procedures relating to artificial nails. The exact language added m the CS is "affixing 
by artificial means for the addition to, or extension of the natural nail.".

In the CS. sec. 20 provides that applicants for grandfathered licenses must apply within 
150 days after die efleetive date of the Act. People not licensed in the field of manicuring 
may practice or instruct without a manicuring license for 180 days. The thirty day 
difference is intended to allow processing of applications. The 180 day period which 
unlicensed practice of manicure is allowed pertains to the follow ing groups of people.
One. people who already have a license under AS 08.13. and two, people who file a notice 
of intent to apply for a license under sec. 2()< a *. which requires an examination and proof 
of 350 hours of manicuring practice in the 12 months preceding the effective date of the act.

The transitional provision will effectively give the Division of Occupational Licensing and 
the industry nine months to make all necessary preparations and begin the process of 
licensing. The division has indicated diat nine months is sufficient time to make 
preparations and begin licensing.

----------------    D istrict 3 0 ------------------------------------------
n  —  -  ®



N I U  C O N l - m s  H K A U I Y  S C H O O L  INC. J A N .  j 1 ,1 9 * 9 0
JC.// f 01 I.r GF R O A D  IINI'I JV 

I A 1 R B A N K S , A K . 9 0 7 0 9

ATTI NI ION 1 D M  B R I C K :

A k  the o w ner of N o w  C o n c e p t s  Beaut./ S c h o o l ,  INC. 1 h a v e  
supported House- uijj 73 b e c a u s e  I 1 e e l  t h e  t h e  H e a l t h ,
S a f e t y  a n d  M u s t  of t h e  p u b l i c  h a s  b o o n  c o m p r o m i s e d  by 
u n l i c e n s e d , u n t r a i n e d  individual*; p r a c t i c i n g  m a n i c u r i n g  in 
an u n s a f e  a n d  u n s a n i t a r y  innnrtnr

It. lias b o o n  M u s t i f l t i n g  w h e n  a c o n s u m e r  c o m e s  to m e  
seekj ng a d v l s o  as to wliom t h e y  s h o u l d  c o n t a c t  to r e p o r t  a 

p e r s o n  w h o  lias c a u s e d  p e r m a n e n t  d a m a g e  a n d  d i s f i g u r e m e n t .  1 
h a v e  to tell t h e m  t h e r e  is no r e g u l a t i o n  in t h i s  a r e a .  1 c a n  
c o m p a r e  t.his t.o a D o c t o r  or D e n t i s t  u s i n g  i m p l e m e n t s  tlrat 
w o r e  J u s t  u s e d  on a n o t h e r  p e r s o n .

i w o u l d  a s k  t h e  c o m m i t t e e  to l o o k  at t h i s  B i l l  
s n r i o u e l y  a n d  "I'ASb It".

JAN-11-1396 16:46 9074524684 P.03
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J o n .  3 1 .  J 99 6

AT Tl- N1 I ON KIM  B K K I  :

I >ea r S i r :

I ’m w r i t i n g  to oxpi niiy my concern reg a r d i n g  H o u s e  Bill 
/.l. 1 have wor Kcd as n wholesale / retail distributor of 
beauty p r o d u c t s  1 or f i f t e e n  years, and cu r r e n t l y  hold thi ec- 
protosoionol licenses in the field. Our ing this time frame 1 
have refe r r e d  n u m e r o u s  consumers to seek medical assistance 
due to d a m a g e  i n c u r r e d  by unlicensed, u n t rained individuals 
nor king out of their homos or in a salon.

The d a m a g e  an d  injuries 1 have soon are not of n minor 
nature but d e m a n d i n g  medical attention. Fxnmple, fu n g u s  to 
the degree ol nail dojur ioiation arid infection, nail 
del or mi ties with f u r r o w s  and grooves due to improper filing 
oi applivat ion of a c r y l i c  products.

1 ho impl erner.t s and products used dot j r.g basic 
ma n i c u r i n g  and ar t i I i«. j nl application are v m  y strong 
chtmiitals that r e q u i r e  pioper knowledge o< their safe use.

I cannot e x p i u s s  strongly enough my c o ncern tor the 
consume! if we c o n t i n u e  to allow unlicensed i n d ividuals to 
p e rform m a n i c u r i n g  s e r v i c e s  to the public. For the safety 
and well ~L>eiug u1 the consumer , 1 i espc-c.t f u J J y urge you to 
pass House Bill 73.

Ilene 6. T h o m p s o n

JAN-11-1996 16:45 9074524684 93* P.02
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■ a -  ? r —  TUSE COMMITTEE REPOT|

J9 9 5  FU R TH ER  R E FE R R A LS : Finance

>f Com m ittee Action: /  ~ }Q

A B O R  A N D  C O M M ERC E  Committee considered: HB_9£

SE B IL L  N O . 9 9  A PU C  EX TEN S IO N  & R E G U L A T O R Y  C O ST  CH A RG E

\c t extending the A laska Public U tilities Comm ission ; and relating to regulatory cost charges.”

ero fisca l note (s )

[ ] the same title 
[ ] a new title

mmends it be replaced
the following committee substitute_______________

dditional re fe rra l t o ___________________________ Committee
itached amendment(s)

'P T S :___________________________________ Letter o f  Intent

ACH ES N E W  F ISC A L  N O TE (s ): 

seal note (s)



Proposed by Rep . Sander 
1-30-95 
Corrected

Amend H B  99 by adding new sections to read:

'•Section . AS 42 .05 .221  is amended by adding a new subsection to read:
(g ) A certificate issued under this section to a public utility providing electric 

service establishes an exclusive service area fo r the public utility providing the utility 
service.

^Section . AS 4 2 .0 5 .9 9 0 (3 ) is amended to read:
(3 ) "public" o r "general public" means

(A ) a group o f  10 o r more customers that purchase the service or 
commodity furnished by a public utility;

(B )  one o r more customers that purchase electrical service fo r use 
within an area that is certificated to [A ND  PR ESEN TLY  O R  FO R M E R L Y  SE R V E D  
B Y ] an electric utility i f  the total annual compensation that the electrical utility receives fo r 
sales o f  electricity exceeds $50 ,000 ; and

(C ) a utility purchasing the product o r service o r paying fo r the 
transmission o f  electric energy, natural o r manufactured gas, o r petroleum products that 
are re-sold to a person o r group included in (A ) o r (B ) o f  this paragraph o r that are used 
to produce the service o r commodity sold to the public by the utility;

Amendments to HB 99



Amendment to HB 99

Proposed by Rep. Sand< 
1-30-95

Amend HB 99 by adding a new Section 1 to read:

'•Section 1. AS 4 2 .0 5 .1 4 1 (a ) is amended to read:
(a ) The A laska Public Utilities Commission may do a ll things necessary o r  

p ro p e r to c a rry  out the purposes nnd exercise the powers expressly g ranted o r  
reasonab ly  im p lied  in this chapte r, includ ing

(1 )  regulate every public utility engaged o r proposing to engage in a u tility  
[SUC H  A ] business inside the state, except to the extent exempted by AS 42 .05 .711  [, 
A ND  TH E  PO W E R S  O F TH E  CO M M ISS IO N  SH A LL B E  L IB E R A L L Y  
C O N ST R U E D  TO  A C C O M PL ISH  IT S  STATED  PU R PO SE S ];

(2 )  investigate, upon complaint o r upon its own motion, the rates, 
classifications, rules, regulations, practices, services* and facilities fo r a public utility and 
hold hearings on them;

(3 )  make o r require just, fair* and reasonable rates, classifications, 
regulations, practices, services* and facilities fo r a public utility;

(4 )  prescribe the system o f  accounts and regulate the service and safety o f  
operations o f  a public utility;

(5 )  require a public utility to file reports and other information and data;
(6 )  appear personally o r by counsel and represent the interests and welfare 

o f  the state in all matters and proceedings involving a public utility pending before an 
officer, department, board, commission* o r court o f  the state o r o f  another state o r the 
United States and to intervene in, protest, resist, o r advocate the granting, denial* o r 
modification o f  any petition, application, complaint* o r other proceeding;

(7 )  examine witnesses and o ffe r evidence in any proceeding affecting the 
state and initiate o r participate in judicial proceedings to the extent necessary to protect 
and promote the interests o f  the state.



STATE OF ALASKA
1995 LEGISLATIVE SESSION

F IS C A L  N O TE
BILL NO. HB 99

Revision D a le :__________________________________________________________ Department Affected: Commerce and Economic Development

Title: 'An Act extending the Alaska Public Utilities Commission BRU: Alaska Public Utilities Commission ___________________

and relating to regulatory cost charges.*________________________________ Component:____________________________________________________

Sponsor: House Labor and Commerce__________________________________ __ _______________________________________________________________
Requestor______________________________________________________________ COMPONENT SERIAL NO. _364____________________________________

Expenditures/Revenues:  (Thousands of Dollars)

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FYOO FY 01

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

2,616.9 2,770.3 2,947.0 3,135.0 3,335.0 3,547.8

53.6 56.7 60.4 64.2 68.3 72.7

947.8 1,003.3 1,067.4 1,135.5 1,207.9 1,285.0

60.7 64.3 68.4 72.7 77.4 82.3

50.0 52.9 56.3 59.9 63.7 67.8

TOTAL OPERATING 3,729.0’ 3,947.5’ 4,199.4' 4,467.3’ 4,752.3' 5,055.5’

CAPfTAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA 

Other

3,729.0 3,947.5 4,199.4 4,467.3 4,752.3 5,055.5

TOTAL 3,729.0s 3,947.5s 4,199.4s 4,467.3s 4,752.3s 5,055.5s

Estimate of current year (FY 95) cost: $ . 

POSITIONS

FULL-TIME 42 43 43 44 45 46

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

’Represents ongoing costs of operations as proposed in FY 96 operating budget.
Represents revenues from the regulatory cost charge mandated by Sections 1 and 3 of HB 99.

This bill extends the life of the APUC until June 30,1999, and mandates the collection of fees from regulated utilities and pipeline carriers to cover 
its full authorized budget. Early passage is essential to keep public utilities and pipeline regulation on track. Otherwise, the APUC will shut down 
June 30,1995.

Prepared by: Robert A. Lohr. Executive Director____________________ ___________  Phone: 276-6222____________________________________________
Division: Alaska Public Utilities Commission r — » / , C Date: 1/25/95 _______________________________________
Approved by Commissioner William L. Hensley i T  ^ Date: / / 2 C / 9 £
Agency: Commerce and Economic Development °  ^ ___________

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

Rev 10/94/GB/dgl338fn.gb/012695a Page 1 of _ 1



HOUSE LABOR AND COMMERCE COMMITTEE
A L A S K A  ST A T E  L E G IS L A 1 U R E  ST A T E  C A P IT O L . JU N E A U . A K  9 9X 0 1 -1 1 8 2  1

(9 0 7 ) 4 6 5 -4 9 5 4

SPONSOR STATEMENT 
HB 99

The Alaska Public Utilities Commission is charged with the task 
of regulating public utilities and pipeline carriers in the State of 
Alaska. It does so with the goal of promoting the public interest by 
enhancing the reliable delivery of affordable utility services. It also 
does so with the objective of achieving minimal impact on the 
economic coffers of the state by passing on its costs to the utilities it 
regulates.

The APUC is in its sunset year, and unless the legislature 
extends its existence, there soon will be no state entity regulating 
utilities. Because of the unique nature of utility service, this would 
result in anarchy, conflict among providers, and the possibility of 
interruptions in utility services. This would not be wise and would 
ili serve the public. HB 99 acts to avoid this danger in two important 
respects.

First, it extends the APUC for an additional four years, until 
June 30, 1999. This ensures that a public body, responsible to 
Alaska's citizens, will continue to regulate and control the delivery of 
vital utility services.

Second, HB 99 enacts regulatory cost charges for both 
traditional utilities and pipeline carriers. The mechanism that is 
employed is tailored to adjust the charges so as to reflect the 
amounts appropriated by the legislature. Said charges are collected 
by the Department of Revenue and go into the General Fund. Utilities 
may, but need not, pass the charges along to their customers. In the 
event that regulatory cost charges lapse into the general fund at the 
end of the fiscal year, the amount of said lapsed funds is determined 
by the Department of Administration. Thereafter, the Legislature 
may, but need not, appropriate the amount of lapsed funds into the 
next fiscal year budget. When that occurs, the APUC must adjust 
downward regulatory cost charges by an equal amount.

HB 99, by extending the APUC and concomitantly providing for 
a funding mechanism, acts to ensure the delivery of uninterrupted, 
affordable utility services to Alaska's people and businesses. Your 
support is appreciated.



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
1907) 465-3867 o r 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

130 Sc word Street, Suite 409
Juneau. Alaska 99801-2105

M E M O R A N D U M January 23, 1995

S U B JE C T :

T O :

F R O M :

Sectional Summary o f  H B  99  (Extending the A laska Public Utilities 
Commission and relating to regulatory cost charge)

Representative Pete Kott

Teresa B. Cramer •. 
Legislative Counsel

Y ou  have requested a sectional summary o f  the above-described bill.

As a preliminary matter, note that a sectional summary o f  a bill should not be considered an 
authoritative interpretation o f  the bill and the bill itse lf is the best statement o f  its contents. 
I f  you  would like an interpretation o f  the bill as it may apply to a particular set o f  
circumstances, please advise.

Section I establishes a regulatory cost charge on utilities Under subsection (a ), regulated 
public utilities pay an annual charge not to exceed .8 percent o f  in-state gross revenue and 
exempt public utilities pay the actual cost o f  services provided by the commission.

Under subsection (b ), the commission adopts regulations to set the method fo r  
determ ining the annual amount o f  the regulatory cost charge. Subsection (c ) establishes 
special rules fo r  utilities selling services at wholesale, local exchange telephone utilities, and 
electric utilities.

Subsection (d ) directs the commission to allocate the total amount o f  the regulatory 
cost charge to be paid by electric utilities by using an equal charge per kilowatt hour.

Subsection (e ) directs the Department o f  Revenue to collect and enforce the 
regu la to ry  aost charge and the Department o f  Administration to identify how much o f  the 
A PUC 's operating budget lapses into the general fund each year. This w ill permit the 
legislature, i f  it wishes, to appropriate that amount fo r the follow ing year's budget so that the 
A PUC  can set a lower regulatory cost charge fo r the second year to retlect the surplus from  
the previous years' collection.

Subsection ( 0  requires the A PUC  to a llow  public utilities to bill their customers fo r 
the cost o f  the regulatory cost charge.



Subsection (g ) allows the APUC and the Department o f  Revenue to adopt regulations.

Subsection (h ) defines terms used in the section.

Section 2 directs the A PUC  to consider the amount that a utility pays as a regulatory cost 
charge when allocating the costs o f  a hearing.

Section 3 establishes a regulatory cost charge fo r pipeline carriers. Under subsection (a ), 
pipeline carriers pay an annual charge not to exceed .8 percent o f  in-state gross revenue. A 
regulatory cost charge may not be assessed unless the pipeline carrier operations are within 
the jurisdiction o f  the APUC .

Under subsection (b ), the commission adopts regulations to set the method fo r 
determining the annual amount o f  the regulatory cost charge.

Subsection (c ) directs the Department o f  Revenue to collect and enforce the 
regu latory cost charge and the Department o f  Administration to identify how much o f  the 
APUC 's operating budget lapses into the general fond each year. This w ill permit the 
legislature, i f  it wishes, to appropriate that amount fo r the fo llow ing year’s budget so that the 
APUC can set a lower regulatory cost charge fo r the second year to reflect the surplus from  
the previous years' collection

Subsection (d ) allows the APUC and the Department o f  Revenue to adopt regulations.

Subsection (e ) defines "gross revenue" as used in this section.

Section 4 directs the APUC to consider the amount that a pipeline carrier pays as a regulatory 
cost charge when allocating the costs o f  a hearing.

Section 5 extends the A PUC  through June 30, 1999.

Representative Pete Kott
January 23, 1995
Page 2
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1 994  Annual R eport

Sunset extension
The Alaska Public Utilities Commission recommends 

that the Legislature quickly p ass  legislation extending the 
Commission for four years and continuing  Its au thority  to 
collect its budget. The bill shou ld  be specifically tailored 
to accomplish only these goals, leaving more controversial 
am endm ents  to other bills. This will avoid the Inevitable 
d isruption of public services If legislative action Is delayed 
until the end of the session.

Other legislative priorities
After ♦he issue of Sunse t Law extension Is addressed, 

the Commission recommends:

1. Procurement Act exemption fo r 
expert witness contracts

Add an exemption to the P rocurem ent Act, 36 .30.850 
to allow the Commission to h ire Its expert w itnesses for 
cases In a timely manner. The language proposed parallels 
the existing exemption g ran ted  to s ta te  agencies for law­
suits . AS 36.30.850(b)(2).

2. Stagger APUC members ’ terms o f  office.
Change date of expiration f o r  future Commissioner 

terms that now expire concurrent ly
Consum er seat 
Finance seat 
Engineering seat 
C onsum er seat 
Legal seat

October 31. 1996 
October 31. 1998 
October 31, 1999 
October 31, 1999 
October 31, 2000

Legislative
priorities

The following language added  to the  temporary and 
special acts  would accomplish th is  goal:

APUC STAGGERED TERMS. Notwtth itanding  AS 
42.05.030(a). after the expiration In 1999 of the term of 
the member of the Alaska Public Utilities Commission with 
a major or experience in engineering, the  vacancy shall 
next be filled for a term of four years In o rder to ad ju s t  the 
staggering of the terms of the m em bers  of the  commission 
so th a t  no more than  one commission m em ber’s term ex­
pires each year.

3. Confirm partially exempt (PX) status fo r vacant 
Commissioners ’ policy analyst posit ions

The legislature did not designate the  Commissioners* 
Policy Analyst positions as PX positions when they were 
created.

Amend AS 39.25.120(c)(6), Partially exempt service, to
read

The following positions In s ta te  service constitu te  the 
partially exempt service: . . .

25

f \ f ( / C  I f f f  A n  r t f r /  f o jt o 'T



STATE OF A LA S K A

1995 LE G IS LA T IV E  SESSION

F ISCAL NOTE

B IL L  NO . HB 99

R evis ion  D a t e : ___________________________________________ D e p a rtm e n t A ffe c te d : A d m in is tra tio n

T itle : "A n  A c t e x te n d in g  th e  A laska  P ublic  U tilit ie s  BRU: F inance___________________________

C o m m is s io n : and re la tin g  to  re g u la to ry  c o s t c h a rg e s ."  C o m p o n e n t: F inance___________________

S p o n so r: (H) L&C __________________________________________ ___________________________________________

R eq u esto r: Rep. K o tt______________________________________  C O M P O N E N T  S E R IA L N O . _59________

E XPEN D ITU R ES/R EVEN U ES: (Thousands o f D o lla rs)

O PER ATIN G FY 9 6 FY 9 7 FY 9 8 FY 9 9 FY 0 0 FY 01

P ER SO N AL SERVICES 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

TR A V E L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C O N T R A C T U A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

SUPPLIES 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E Q U IP M E N T 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

L A N D  &  STRUCTURES 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

G R A N T S , C LA IM S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

M IS C E LLA N E O U S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T O T A L  O PER ATIN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CAPITAL EXPENDITURES 0 .0 0 .0 0 .0  0 .0  0 .0  0 .0

CHANGE IN REVENUES 0 .0 0 .0 0 .0 0 .0 0 .0  0 .0

FU N D IN G  SOURCE: (T housands o f Dollars)

1 0 0 2  Federal R ece ip ts 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 3  GF M a tch 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 4  GF 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 5  G F /P rogram 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 6  G F /M H T IA 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

OTHER 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E stim a te  o f any c u rre n t v e a r (FY 9 5 )  c o s t: $ 0 .0  

P O S IT IO N S :

FU LL-T IM E 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

P A R T -T IM E 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

TE M P O R A R Y 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

A N A L Y S IS : (A tta c h  a se p a ra te  page if  nece ssa ry .) 
N o im p a c t on the  D iv is io n  o f F inance.

Prepared b y : D on W a n ie  ^    P hone: 4 6 5 - 2 2 4 0
D iv is io n : F inance  D ate : ______________

A p p ro v e d  b y  C o m m is s io n e r: M ~=rk B o y e r M n f f i ^ f r v  1 / l  k IqC
A g e n c y : D e p a rtm e n t o f  A d m in is tra tio n _____________ ]  D a te : 1/ Ub /

PREPARER TO PR O VID E A L L  D ISTR IBU TIO N  COPIES TO  G O V E R N O R 'S  LE G IS LA T IV E  OFFICE 
For fu r th e r  d is tr ib u t io n  in fo rm a tio n  call the  G o v e rn o r 's  L e g is la tive  O ffic e 

R ev 1 0 /9 4  Page 1 o f ___ 1_
OOF/LEGISLAT/H899.FN



STATE OF ALASKA
1995 LEGISLATIVE SESSION

FISCAL NOTE BILL NOTE: HB99

Revision Dole: Jonuary 24, 1995______________________________ Dept. Affected: Revenue__________________________
Title: APUC Extension & Regulatory Cost Charge___ BRU: Audit Operations___________________

  Component: Income ond Excise Audit___________
Sponsor: (H) L&C ____________________________ _____________________________________________________
Requestor: Labor & Commerce_________________________COMPONENT SERIAL NO. 113

Expenditures/Revenues:   (Thousands of Dollars)
OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 1

REVENUE FUND SOURCE:

FUNDING:_______________________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current (FY94) impact $  SO.OQ

ANALYSIS: (Attach a  separate page it nocossary)

(See Attached Analysis)

Prepared by: Robert N. Bartholomew, Deputy Director Phone: 465-2320
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STATE OF ALASKA
1995 LEGISLATIVE SESSION

FISCAL NOTE BILL NOTE: HB99

Fiscal Note Analysis Continued

HB 99 (L&C)
APUC Extension & Regulatory Cost Charge 
January 24, 1995 
Page 2 of 2

Bill Analysis (Analysis for sections Impacting the Department of Revenue only)

Sections 1 and 3 reinstitute the regulatory cost charges (RCC) and sets the maximum rate paid 
by regulated public utilities and pipeline carriers to the APUC at .8% of gross revenues, as adjusted, 
from operations in the state. The language of the bill is very similiar to statutory provisions that were 
previously in effect but "sunsetteO" December 31,1994. Paragraph (e) appoints APUC to 
administer the RCC, Department of Revenue to collect the charge and Department of Adminstration 
to identify the amount of the APUC operating budget that lapses each year. The legislature may 
appropriate an amount equal to the lapse to APUC to reduce future RCC charges.
Paragraph (g) authorizes APUC and Department of Revenue to adopt regulations to administer this 
section.

Operating Costs

Department of Revenue is currently charged with collecting and accounting for RCCs, The RCCs were 
paid quarterly in FY94 and annually in FY95 by approximately 100 public utilities and pipeline carriers. 
The Department does not envision that the reinstitution of RCCs will have an impact on its operating 
budget.

Revenue

According to APUC officials revenue derived from this statute will be approximately the same as was 
collected in FY95. This revenue is used to fund the APUC operating budget and will not generate 
additional new revenues to the state.

P a g e 2 o f 2
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Alaska
Rural

Electric
Cooperative

Association, Inc.
January 30 , 1995

Rep. Pete K o tt, Chairman
House Labor & Commerce Committee
Juneau, A K

Dear Rep. Kott:

This association supports extending the APUC fo r the same reasons the commission was 
established in the first place. The commission came into existence in its present form  fo r 
the purpose o f  stopping the wasteful territorial wars the utilities were caught up in. The 
investment in duplicating facilites by electric utilities was recognized as being uneconomic 
and resulting in higher total costs to the consumers. Section 2 2 ! o f  the A PUC  statute was 
written to give direction to the commission on unsnarling the ovei lapping service areas 
that existed at that time and assigning each utility to servo a specific area.

That job  o f  separating the service areas fo r the electric utilities is essentially complete.
N ow  that the factual situation has changed, it is time to recognize those changes with an 
amendment to Section 221 that clarifies the direction to the commission to keep it that 
way.

Attached is an amendment that would clearly state that electric service areas are to be 
exclusive, and remove a troubling phrase from  Section 9 9 0 (3 ) that bears on the same 
subject.

W e think the law already presumes that these service areas arc exclusive, but there has 
been some disturbing talk which advocates that the commission should "regulate 
competition." Our whole regulatory scheme is fo r the commission to act as a proxy fo r 
competition because the service areas arc exclusive. This amendment is submitted fo r the 
purpose o f  preserving the current practice.

Sincerely,

David I lutchens

D E M O C R A C Y  IN  A C T IO N



Amendments to HB 99

Proposed by A RECA  
1-30-95

Amend H B  99  by adding new sections to read:

^Section . AS 42 .05 .221 is amended by adding a new subsection to read:
(g ) A certificate issued under this section to a public utility providing electric 

service establishes an exclusive service area fo r the public utility providing the utility 
service.

^Section . AS 4 2 .0 5 .9 9 0 (3 ) is amended to read:
(3 ) "public" o r "general public" means

(A ) a group o f  10 o r more customers that purchase the service o r 
commodity furnished by a public utility;

(B ) one o r more customers that purchase electrical service fo r use 
within an area that is certificated to and [P RE SEN TLY  O R  F O R M E R L Y ] served by an 
electric utility i f  the total annual compensation that the electrical utility receives fo r sales 
o f  electricity exceeds $50 ,000 ; and

(C ) a utility purchasing the product or service o r paying fo r the 
transmission o f  electric energy, natural o r manufactured gas, o r netroleum products that 
are re-sold to a person or group included in (A ) o r (B ) o f  this paragraph o r that are used 
to produce the service o r commodity sold to the public by the utility;



Amendments to HB 99

Proposed by A RECA  
1-30-95 
Corrected

Amend I IB  9 9  by adding new sections to read:

^Section . AS 42 .05 .221  is amended by adding a new subsection to read:
(g ) A certificate issued under this section to a public utility providing electric 

service establishes an exclusive service area fo r the public utility providing the utility 
service.

*S ec lion  . AS 4 2 .0 5 .9 9 0 (3 ) is amended to read:
(3 ) "public" o r "general public" means

(A ) a group o f  10 o r more customers that purchase the service o r 
commodity furnished by a public utility;

(B )  one o r more customers that purchase electrical service fo r  use 
within an area that is certificated to [A N D  PR ESEN TLY  O R  F O R M E R L Y  SE R V E D  
B Y ] an electric utility i f  the total annual compensation that the electrical utility receives fo r 
sales o f  electricity exceeds $50 ,000 ; and

(C ) a utility purchasing the product o r service o r paying fo r the 
transmission o f  electric energy, natural o r manufactured gas, o r petroleum products that 
arc re-sold to a person o r group included in (A ) o r (B ) o f  this paragraph o r that are used 
to produce the service o r commodity sold to the public by the utility;
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Rep. Kay Brown 4 /27 /95

S P O N S O R  S T A T E M E N T
HB 109

An act relating to telephone directory listings and solicitations.

The m u lt i -b i l l io n  d o l la r  te lem a rk e t in g  in d u s t ry  has c re a ted  a s itu a tio n  in  
w h ich  e v e ry  te le p h on e  su b sc rib e r in  A la sk a  is p o te n t ia lly  p a rt o f  a cap tive  
m a rke t. T h e  rap id , e x p a n s io n  o f  te lem a rk e tin g  has c re a ted  a ne^d fo r  
enhanced  p ro te c t io n  o f  o u r  p r iv a c y  righ ts .

HB 109

•W ould require telephone utilities to offer customers an opportunity to 
avoid telemarketing solicitations. In a practical and economic manner, 
resolves shortcomings in federal regulation.

Th is  le g is la t io n  w o u ld  m ake  it c le a r tha t a c itizen 's  r ig h t  to  in d iv id u a l p r iv a c y  
in c lu d e s  the  r ig h t  to  be p ro te c ted  f r o m  abu s ive  o r  a n n o y in g  m isu se  o f  
te le p h on e s .



4 /2 7 /9 5  Representative Kay Brown

S E C T I O N A L  A N A L Y S I S
HB 109

An act relating to telephone directory listings and solicitations.

Section 1.

A m end s  A S  4 5 .5 0 .4 7 1 (b ) to a d d  the n ew  u n la w fu l u nw an te d  te le p h on e  
s o lic ita t io n  p ro v is io n s  in  A S  4 5 .5 0 .4 7 5 . M akes  a v io la t io n  o f  th e  p ro v is io n s  
in  th is b i l l an  " u n la w fu l act and  p ra c tic e " u n d e r the u n fa ir  tra d e  p rac tices a n d  
c on su m e r p ro te c t io n  s ta tu te . The  p e n a lty  is up  to $ 5 ,0 0 0  p e r  v io la t io n .

Section 2.

(a ) m ake s  it  u n la w fu l to  so lic it  b y  te le p h on e  i f  the p a r ty  is id e n tif ie d  in  the 
te le p h on e  d ire c to ry  as a p a r ty  th a t d oe s  n o t w ish  to  rece ive  te le p h on e  
s o lic ita t io n s .

\
(b ) lo c a l e xch an g e  te le c om m u n ic a tio n s  c om pan ie s  a n d  c om p an ie s  th a t 
p ro v id e  te le p h on e  d ire c to r ie s  s h a ll p ro v id e  fo r  the  id e n t if ic a t io n  in  the 
d ire c to ry  o f  th o se  p a rt ie s  w h o  d o  n o t w ish  to be so lic ite d  b y  te le p h on e .

(c ) te le p h on e  su b sc rib e rs  s h a ll be in fo rm e d  by  the te le c om m u n ic a tio n s  
c om p an y  b y  in se rts  in  b i l l in g  s ta tem en ts  o r  a d v e rt is in g  in  the c on sum e r 
in fo rm a t io n  p ag es o f  the d ire c to ry  o f  the a v a i la b i li ty  o f  the " n o  s o lic ita t io n "  
se rv ic e .

(d ) d e fin e s  te rm s  o f  the b i l l a n d  m akes  e xem p tio n s  fo r  c h a rita b le  
o rg a n iz a t io n s , o p in io n  p o llin g , re s p o n d in g  to  in q u ir ie s , b u s in e ss  to bu s iness  
c a lls  a n d  fo l lo w  up s o n  p re v io u s  pu rchases .
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A p r i l 28 , 1995

R ep re sen ta tiv e  Pete K o t t  
Adaska S ta te  L eg is la tu re  
H ou se  L a b o r and C om m e rc e  C om m itte e  
State C a p ito l (M S  3100 )
Jun eau , A K  99801 -1182

R e : H B  109

D e a r  R ep re sen ta t iv e  K o tt :

G en e ra l C om m u n ic a t io n , In c . (G C I )  req u e s ts  tha t H B  109  be am en d ed  
in  o rd e r  to  fa c ilita te  c om p lia n c e  w ith  the  p ro v is io n s  o f  the b i l l  th a t p ro h ib it  
te le p h on e  s o lic ita t io n  o f  a p e rs o n  w h o  h a s  been  id e n t if ie d  in  a te le p h on e  
d ire c to ry  as n o t w ish in g  to rece iv e  s o lic ita t io n s . The  am en d m en t is n e ed ed  
becau se  te le p h on e  s o lic ito rs  d o  n o t g e n e ra lly  u se  te le p h on e  d ire c to r ie s  as a 
so u rc e  o f  n u m b e rs  fo r  s o lic ita t io n .

In  G C I's  case, w e  use lis t o f  n u m b e rs , in c lu d in g  ra n d om  n u m b e rs , th a t 
h a^ e  been  sc reened  to rem o v e  " d o  n o t  c a l l "  n u m b e rs . It  is n o t fe a s ib le  (n o r  
e ven  p o ss ib le  in m an y  cases) to lo o k  u p  the n u m b e r in  a d ire c to ry . H o w e v e r , 
i f  the  lo c a l te le p h on e  c om p a n y  p ro v id e s  a lis t  o f  the p h on e  n u m b e rs  o f  the 
re s id e n t ia l c u s tom e rs  w h o  d o  n o t w ish  to  rec e iv e  s o lic ita t io n s , th en  w e  can  
a d d  those  n um be rs  to the " d o  n o t c a l l"  lis t. T h is  p rocess is g e n e ra lly  h a n d le d  
e le c t ro n ic a lly , b y  c om p u te rs , so  the lis t  s h o u ld  be p ro v id e d  in  c o m p u te r  
fo rm a t .

A c c o rd in g ly , C C I request that the b i l l be  am end ed  b y  a d d in g  a n o th e r 
sub sec tion  to p ro p o sed  AS 45 .5 0 .4 7 5 , as fo l lo w s :

(c ) A loca l exch ange  te le c om m u n ic a tio n s  c om p an y  s h a ll,  u p o n  
re q u e s t , p r o v id e  to a p e r s o n  w h o  e n g ag e s  in t e le p h o n e  
s o lic ita t io n  a lis t o f  a l l t e le p h o n e  n u m b e rs  id e n t if ie d  in rhe 
te leph on e  d ire c to ry  as re s id e n t ia l c u s tom e rs  w h o  d o  n o t w ish  to

2 5 5 0  D e n a li  S t  ro o t  • S u it e  1 0 0 0  • A n c h o r a i j r t .  A la s k a  0 9 5 0 3 - 2 7 8 1  • 0 0 ^ / 2 6 5 - 5 6 0 0



Representative Pete Kott
April 28, 1995
C ontinued, P age ?.

rece iv e  te le p h on e  so lic ita tion s . If p o s s ib le  a n d  i f  requested  b y  the 
p e rs o n  w h o  eng ag es  in  te le ph on e  s o lic ita t io n , th is lis t s h a ll be 
p ro v id e d  in  c om p u te r - re a d a b le  fo rm a t.

T h a n k  y o u  fo r  y o u  assistance in th is m a tte r . P le a se  fe e l fre e  to con tac t 
m e i f  y o u  h a v e  a n y  qu estion s .

S in c e re ly ,
G E N E R A L  C O M M U N IC A T IO N , IN C .

Jam es R . Jackson  
R e g u la to ry  A tto rn e y

cc: R e p re sen ta t iv e  K a y  B row n



OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN

T O : H B  109  

Page  1, fo l lo w in g  lin e  14:
j

In se rt a n ew  sub sec tion  to read :

" (c ) A  lo c a l exch ange  te le c om m un ic a tio n s  c om p an y  s h a ll, u p on  
request, p ro v id e  to a p e rs o n  w h o  engages in  te le p h on e  so lic ita t io n  a lis t o f  a ll 
te le p h on e  n u m b e rs  id e n t if ie d  in  the te le p h on e  d ire c to ry  as re s id e n t ia l 
c u s tom e rs  w h o  d o  n o t  w ish  to  rece ive  te le p h on e  s o lic ita t io n s . I f  p o s s ib le  and  
i f  req u e s ted  by  the p e rs o n  w h o  engages in  te le p h on e  so lic ita t io n , th is lis t  sh a ll 
be p ro v id e d  in  c om p u te r - re a d a b le  fo rm a t ."

R e le tte r fo l lo w in g  sub sec tion s a cc o rd in g ly .
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Amendments to HB 99

Proposed by A RECA  
1-30-95 
Corrected

Amend I1B 99 by adding new sections to read:

^Section . AS 43 .05 .221 is amended by adding a new subsection to read:
(g ) A certificate issued under this section to a public utility providing electric 

service establishes an exclusive service area fo r the public utility providing the utility 
service.

^Section . AS 4 2 .0 5 .9 9 0 (3 ) is amended to read:
(3 )  "public" o r "general public" means

(A ) a group o f l O  o r more customers that purchase the service or 
commodity furnished by a public utility;

(B )  one o r more customers that purchase electrical service fo r use 
within an area that is certificated to [A ND  PR E SE N T LY  O R  FO R M E R LY  SE R V E D  
BY J an electric utility i f  the total annual compensation that the electrical utility receives fo r 
sales o f  electricity exceeds $50 ,000 ; and

(C ) a utility purchasing the product o r service o r paying fo r the 
transmission o f  electric energy, natural o r manufactured gas, o r petroleum products that 
are re-sold to a person o r group included in (A ) o r (B ) o f  this paragraph o r that are used 
to produce the service o r commodity sold to the public by the utility;



i

ARECA
703 W. Tudor Ktl.. H200 

Anclioinyc. AK W5U3 
(007)501-6103 

TAX (007) S(il-5M 7

Alaska
Rural

Electric
Cooperative

Association, Inc.
riccllic Service foi HHMKM) Alaxkiiiis

January 30 , 1995

Rep. Pete K o tt, Chairman
House Labor & Commerce Committee
Juneau, A K

Dear Rep. Kott:

't his association supports extending the APUC fo r the same reasons the commission was 
established in the first place. The commission came into existence in its present form  fo r 
the purpose o f  slopping the wasteful territorial wars the utilities were caught up in. The 
investment in duplicating facilites by electric utilities was recognized as being uneconomic 
and resulting in higher total costs to the consumers. Section 221 o f  the A PUC  statute was 
written to give direction to the commission on unsnarling the overlapping service areas 
that existed at that time and assigning each utility to serve a specific area.

That job  o f  separating the service areas fo r the electric utilities is essentially complete.
N ow  that the factual situation has changed, it is time tc recognize those changes with an 
amendment to Section 221 that clarifies the direction to the commission to keep it that 
way.

Attached is an amendment that would clearly state that electric service areas are to be 
exclusive, and remove a troubling phrase from Section 9 9 0 (3 ) that bears on the same 
subject.

W e think the law already presumes that these service areas arc exclusive, but there has 
been some disturbing talk which advocates that the commission should "regulate 
competition." Our whole regulatory scheme is fo r the commission to act as a proxy fo r 
competition because the service areas arc exclusive. Til's amendment is submitted fo r the 
purpose o f  preserving the current practice

Sincerely,

David Hutchens

D K M O t ’ R A C V  IN  A C T IO N



Amendments to MB 99

Proposed by ARECA  
1-30-95

Amend HB 99  by adding new sections to read:

^Section . AS 42 .05 .221  is amended by adding a new subsection to read:
(g ) A  certificate issued under this section to a public utility providing electric 

service establishes an exclusive service area fo r the public utility providing the utility 
service.

^Section . AS 4 2 .0 5 .9 9 0 (3 ) is amended to read:
O )  "public" o r "general public" means

(A ) a group o f  10 o r more customers that purchase the service or 
commodity furnished by a public utility;

(B )  one o r more customers that purchase electrical service fo r use 
within an area that is certificated to and [P RE SEN TLY  OR  FO R M E R LY ] served by an 
electric utility i f  the total annual compensation that the electrical utility receives fo r  sales 
o f  electricity exceeds $50 ,000 ; and

(C ) a utility purchasing the product o r service o r paying fo r  the 
transmission o f  electric energy, natural o r manufactured gas, o r petroleum products that 
are re-sold to a person o r group included in (A ) o r (B ) o f  this paragraph o r that arc used 
to produce the service o r commodity sold to the public by the utility,
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January 30 , 1995

Rep. Pete Ko tt, Chairman
House Labor &  Commerce Committee
Juneau, Alaska

Dear Rep. Kott:

The A PUC  bill last year contained one very important section that is not in MB 99  at this 
time, and it is a provision which this association believes should be a part o f  any legislation 
extending the A PUC  as a result o f  the current sunset review process. A copy is attached 
as a proposed amendment to MB 99. The effect o f  this section is to remove the directive 
that the APUC's statutes shall be "liberally construed" and replace that with a more 
moderate directive.

The "liberally construed" language has been a part o f  this statute since the A PUC  was 
created in essentially its present form  in the 1960 ’s. Historically, this language has been 
used numerous times by the commission. Sometimes those uses have been fo r the benefit 
o f  the utility Evo lved ; sometimes they have been fo r the detriment o f  the utility. On 
several occassions, those uses o f  "liberally construed" have resulted in appeals to the 
courts. The result o f  those appeals is about evenly divided between the commission and 
the utilities.

Although most o f  the uses o f  "liberally construed" are relatively minor in nature, we 
strongly feel that this change is very important. A classic illustration o f  why we feel that 
way came up in 1992 when the commission was considering the licensing o f  the Ile a ly  
Clean Coal Pro ject. The position was advocated that, using "liberally construed" as their 
authority, the commission should write new law by requiring the feasibility study to 
include calculations o f  "environmental externalities." Tw o o f  the then live commissioners

D K M O C K A C Y  IN  A C T IO N
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agreed to this position. Fortunately, they were the minority, but a different set o f 
individuals could very easily produce a different result. That case was appealed to the 
Alaska Supreme Court. The Majority o f the court upheld he commission decision in not 
considering "environmental externalities," but Justice Rabinowitz wrote a lengthy dissent 
in which he came to the opposite conclusion. A letter from our association's attornery on 
this matter is also attached.

W henever the authority o f the APUC needs to be expanded, it should be the legislature. 
not the commission and the courts, that makes that decision.

Sincerely,



Amendment to HB 99

Proposed by ARECA 
1-30-95

Amend HB 99 by adding a new Section 1 to read:

ASection 1. AS 42.05.141(a) is amended to read:
(a) The Alaska Public Utilities Commission may do all things necessary or 

nroHcr to carry out the purposes and exercise the powers expressly granted or 
reasonably implied in this chanter, including

(1) regulate every public utility engaged or proposing to engage in a utility 
[SUCH A] business inside the state, except to the extent exempted by AS 42.05.711 [, 
AND THE POW ERS OF THE COMMISSION SHALL BE LIBERALLY 
CONSTRUED TO ACCOMPLISH ITS STATED PURPOSES];

(2) investigate, upon complaint or upon its own motion, the rates, 
classifications, rules, regulations, practices, services, and facilities for a public utility and 
hold hearings on them;

(3) make or require just, fair, and reasonable rates, classifications, 
regulations, practices, services, and facilities for a public utility;

(4) prescribe the system o f  accounts and regulate the service and safety o f  
operations o f  a public utility;

(5) require a public utility to file reports and other information and data;
(6) appear personally or by counsel and represent the interests and welfare 

o f  the state in all matters and proceedings involving a public utility pending before an 
officer, department, board, commission, or court o f the state or o f  another state or the 
United States and to intervene in, protest, resist, or advocate the granting, denial, or 
modification o f  any petition, application, complaint, or other proceeding;

(7) examine witnesses and offer evidence in any proceeding affecting the 
state and initiate or participate injudicial proceedings to the extent necessary to protect 
and prom ote the interests o f  the state,
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CONFIDENTIAL 
ATTORNEY-CLIENT CORRESPONDENCE

David Hutchens 
Executive Director 
Alaska Rural Electric 

Cooperative Association, Inc.
703 W. Tudor Road, Suite 200 
Anchorage, AK 99503

Re: APUC “Liberally Construed" Language

Dear Dave:

You should note the recent case o f Trustees for Alaska v. APUC, AlDliA, and 
GVliA. While a majority of the Alaska Supreme Court ruled in that case that the APUC was not 
required to consider “environm ental externalities” in granting AIDEA a certificate o f public 
convenience and necessity, Justice Rabinovvitz, in a lengthy dissent, closed with the following:

A PU C’s powers are to be ‘liberally construed to 
a c c o m p l i s h  i t s  s t a t e d  p u r p o s e s . ’
AS 42.05.141(a)(1). Under the rules o f statutory 
construction, a grant o f express authority carries with 
it all powers and duties incidental and necessary to 
exercise o f the express authority. As A PU C’s staff 
has noted:

T he C om m ission has the 
authority and duty to ensure: (1) that 
rates charged arc just and reasonable;
(2) the service provided is safe and 
efficient and required for the public 
convenience and necessity ; and
(3) that the conservation o f resources 
used in the generation o f electric 
energy is promoted.

The power to consider environmental externalities 
follow s from these duties, [Op. No. 4115,  
August 26, 1994.]



David Hutchens 
October 31, 1994 
Page 2

While the argument did not prevail in this case, this ease is another example o f a situation where 
the liberally construed language presently found in AS 42.05 is utilized to support the court, rather 
than the legislature, conferring new powers upon the APUC.

Sincerely yours,

KEMPPEL, HUFFMAN AND GINDER, P.C.

Roger R. Kemppel

RRKdka
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wanes and overtime com pensation cla im s..."___________________________ Component:
Sponsor: House Labor and Commerce C o m m it te e __________
Requester: House Labor and Commerce Com m ittee________

STATE O F A LA S K A
1995 L E G IS L A T IV E  SESSION

B IL L  NO . HB 115

Departm ent of Law
Legal Services
Operations

Expenditures/Revenues
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY 01

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
C A N T S , CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

COMPONENT SERIAL NO. 

housands o f Dollars)
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CAPITAL EXPENDITURES
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FUND SOURCE (Thousands of Dollars)
10 02  Federal Receipts
10 03  GF M atch
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Estimate of any current year (FY95) cost: $ 0 .0
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FULL-TIME 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
PART-TIME
TEMPORARY

ANALYSIS: (A ttach a separate page if necessary)

This bill amends the Alaska Wage and Hour Act to provide in an action to recover unpaid minimum 
wages, unpaid overtime compensation, or liquidated damages, that if the employer shows to the satisfaction 
of the court that the act or omission giving rise to the action was made in good faith and tha t the employer 
had reasonable grounds for believing that the act or omission was not in violation of the state 's minimum 
wage and overtime laws, the court may decline to award liquidated damages or may award an amount of 
liquidated damages less than the amount set out in AS 23 .10 .110(a).

The bill further provides that an employee is entitled to liquidated damages, unless the employee and 
the employer enter into a written settlement agreement in which the employee expressly waives the right to 
receive liquidated damages. The waiver would have to be knowing and voluntary. The agreement would 
also have to contain advice to the employee to consult w ith an attorney or w ith the Department of Labor
before entering into the agreement, and it must allow the employee at least seven calendar days to consider
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FISCAL NOTE

STATE OF ALASKA BILL NO, HB 115
1995 LEGISLATIVE SESSION

A N A L Y S IS  C O N T IN U A T IO N :

whether to accept the offer of settlement, and it must provide for a period of at least five days after the 
employee enters into the agreement in which the employee may revoke the agreement. In essense, an 
employer and an employee would be permitted to compromise a wage claim without supervision of the court 
or the Department of Labor.

These provisions mark a departure from the way wage claims are handled in Alaska. First, current 
law provides that an employer who violates the state's minimum wage and overtime laws is liable fo r the 
unpaid wages and overtime, and the employer is liable for liquidated damages in an amount equal to the 
amount of unpaid minimum wages and unpoaid overtime compensation. The bill has the effect of relieving 
employers who violate minimum wage and overtime laws from liquidated damages liability and, in the 
alternative, allowing employers and employees to compromise the amounts owed to employees.

Second, employees are allowed to assign unpaid wage claims to the commissioner of labor under 
existing AS 23 .10 .110(b), which permits the commissioner of labor to bring the claims on behalf of 
employees. In practice, however, substantial wage claims are brought by private counsel, and the 
commissioner of labor's intervention is usually reserved for small individual wage claims and for claims 
involving precedential value that have broad impact on the state's workforce. Consequently, the provision 
allowing costs and fees for prevailing parties, where current laws provide costs and fees only for prevailing 
plaintiffs, and the provision allowing for the compromise of claims, will probably result in far fewer claims 
being handled by the private bar.

As a consequence, employees would have the option of accepting settlement offers, in addition to 
attempting to bring a claim in court through private counsel, purusing a claim under federal wage and hour 
law, or assigning the claim to the commissioner of labor for state action. In this latter event, the Department 
o f Law presents the claim on behalf of the commissioner. Because the majority of substantial wage claims 
are now handled by the private bar, we cannot determine whether an increase in our caseload might occur if 
the bill discourages the private bar from handling wage and hour claims, or if the voluntary compromise 
provisions will negate much of the current use of the private bar.

Page 2 of 2



FISCAL NOTE
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Regional O ffice : 
415 E Street, Suite 201 

Anchorage , A laska 99501 
(9 07 )2 78 -2 722  FAX 278-6643

Headquarters: 
217 2nd Street, Suite 201 

Juneau, A laska 99801 
(907 ) 586-2323 FAX 463-5515

♦ S T A T E *
CHAMBER
O F C O M M ERC E

January 28, 1995

Representative Pete Kott, Chairman 
Labor and Commerce Committee 
Alaska House of Representatives 
Juneau, Alaska

RE: HB 115 Damages and Attorney Fees for Unpaid Wages 

Dear Chairman Kott:

The Alaska State Chamber of Commerce is in support of HB 115, as introduced.

As Alaska law now stands, an employer who is in violation of the state's minimum wage and 
overtime compensation laws is automatically liable for liquidated damages, regardless of the 
circumstances.

In the federal Fair Labor Standards Act (FLSA), the court may waive liquidated damages in 
whole or in part if it can be shown that the employer acted reasonably and in good faith. An 
Alaska Supreme Court interpretation of Alaska's Wage and Hour Act prevents the courts and the 
Commissioner of the Alaska Department of Labor from applying this standard of fairness.

Under the provisions proposed in HB 115, employees will still be fully protected under the law, 
but the courts and the Commissioner will be allowed to consider the circumstances of a case in 
determining the awarding of liquidated damages.

The Alaska State Chamber of Commerce believes that HB 115 will bring fairness to this section 
of the law, and we urge passage of this legislation.

Sincerely,

Pamela Neal 
President



HOUSE LABOR AND COMMERCE COM M ITTEE
ALASKA STATE LEGISLATURE STATE CAPITOL. JUNEAU. AK 99801-1182

(907) 465-4954

SPO N SO R STA TEM EN T 
HB 115

The A laska Wage and Hour Act (AWHA) requires the payment 
of minimum wage and overtim e compensation under defined 
conditions and contains procedures for the enforcem ent of these 
requirem ents. The principal statute addressing rem edies is AS 
23.10.110(a), which provides that employers who violate AWHA are 
liable to their em ployees for the amount of unpaid compensation as 
well as an equal amount of "liquidated damages".

Until recently , aggrieved employees seeking to enforce their 
rights to overtim e com pensation and minimum wage rates had 
several avenues to obtain redress. They could settle the matter 
directly with their employers. They could file a com plaint with the 
Department of Labor and obtain its assistance in effecting a 
resolution. In addition, employees could sue their employers in 
Superior Court.

Em ployees who elected to settle their claim s directly with their 
em ployers had the option of waiving all or part of the liquidated 
damages. Sim ilarly, the Department of Labor could negotiate a
settlem ent containing terms waiving all or part o f the liquidated
damages. This flexibility tended to encourage employers to settle 
prior to the filing of a lawsuit because if their cases progressed to
court full liquidated damages were mandated.

All of this was changed, though, as a result of a decision 
rendered by the Alaska Supreme Court in McKeown v. Kinney Shoe 
C o m p an y . 820 P.2d 1068 (Alaska 1991), which modified the law in 
an extrem ely im portant respect. Full liquidated damages are now 
required in all settlem ents, even when the em ployer acted 
reasonably and in good faith. Furthermore, this is the case when a 
settlem ent is negotiated by the Department of Labor.

HB 115 acts to cure certain deficiencies in the law as it now 
stands. First, it grants the court, in actions filed pursuant to AWAH, 
discretion to award less than full liquidated damages. It also may 
altogether decline to award liquidated damages. This discretion may 
be exercised if, but only if, the employer proves both  that it acted in



good faith and with reasonable grounds. The employer has the 
burden of proof with respect to these elements before the court can 
exercise its discretion. However, even assuming both elem ents are 
proved, the court retains discretion as to whether or not liquidated 
dam ages are awarded.

Second, it permits the Department of Labor to negotiate 
settlem ents omitting all or part of the liquidated damages. If 
em ployee claim ants agree to the terms of such negotiated 
settlem ents, they waive their right to further assert their claim s for 
unpaid wages and liquidated damages.

Third, employees may directly settle with their em ployers, 
provided that certain procedural safeguards are satisfied. Such 
safeguards are specifically tailored to apprise employees of their 
rights and the consequences of their actions. If all procedural 
safeguards are satisfied, the resulting settlem ents constitute a w aiver 
o f claim s for unpaid com pensation and liquidated damages.

Fourth, HB 115 changes existing law with respect to the award 
of attorney fees and costs. As the law now stands, reasonable 
attorney fees and costs are awarded to prevailing p la in tif fs . 
Defendants, when they prevail, are not entitled to costs and attorney 
fees. Obviously, this creates a climate whereby those with extrem ely 
weak and bogus claims have no financial disincentives to bringing 
lawsuits. HB 115 takes a different approach. It awards attorney fees 
and costs to whichever party prevails. M oreover, instead of 
requiring the payment of "reasonable" attorney fees, this bill 
specifies that such fees are to be determined according to court rule, 
thus bringing these types of cases in line with the treatment 
accorded other civil actions.

It respectfully is submitted that HB 115 constitutes a 
significant improvement on existing law. As recognized by the 
Alaska Supreme Court in K e n n e v . "liquidated damages" in the context 
o f wage and hour cases are in reality a type of punitive damages.
That being the case, it makes very little sense to punish those who 
act reasonably and in good faith the same as those who callously and 
purposefully violate the law. In that regard, it may be noted that the 
corresponding federal statute grants discretion to federal courts to 
award no liquidated damages, or partial liquidated damages, when 
em ployers establish that they acted reasonably and in good faith.



Thus, this bill acts to bring Alaska law into conform ity with federal 
law .

It is also subm itted that according the parties flexibility in 
negotiating settlem ents, either directly or through the D epartm ent o f 
Labor, is desirable. The preponderant majority o f such cases can be 
settled to the satisfaction of all parties before they enter the judicial 
system, which would have the effect of relieving an already 
overburdened court case load. Finally, awarding attorney fees to all 
prevailing parties, and not just to prevailing plaintiffs, will 
discourage the filing of bogus lawsuits, thus reducing the drain on 
A laska's judicial and economic resources.

Y our support is appreciated.
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LEGISLATIVE AFFAIRS AG ENCY 
STATE OF ALASKA

(907) -165-3867 or 465-2450 
FAX (907) 465-2029 
Mail Slop 3101

130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

M E M O R A N D U M January 25, 1995

SUBJECT: Sectional Summary o f HB 115 (Minimum wage and overtime 
compensation claims)

TO: Representative Pete Kott 
Attention: George Dozier

FROM: Teresa B. Crameri-jl-'-* ̂  
Legislative Counsel

You have requested a sectional summary o f  the above-described bill. As a preliminary matter, 
note that a sectional summary o f  a bill should not be considered an authoritative interpretation 
o f  the bill and the bill itself is the best statement o f  its contents.

Section 1 applies the exceptions enacted in section 3 o f  the bill to the general rule established 
in the statute that employers who violate the overtime wage or minimum wage requirements 
are liable for liquidated damages in the amount o f  the unpaid minimum wage or overtime 
compensation.

Sec. 2 permits the court to award attorney fees to the prevailing party, as determined by court 
rule, rather than only providing for attorney fees for a prevailing plaintiff.

Sec. 3 adds new provisions to permit the court to decline to  award liquidated damages or to  
award an amount less than the amount required under AS 23.10.110(a), which is amended 
by sec. 1 o f  this bill. The court may do so if the employer shows to the satisfaction o f  the 
court that the employer acted in good faith and had reasonable grounds for believing that it 
was not violating the minimum wage or overtime requirements. This waiver does not apply 
to an action brought by the Commissioner o f  Labor.

Linder subsection (e), the commissioner is permitted to supervise the payment o f  unpaid 
minimum wage or overtime claims including settlements. Under bill sec. 4(a), subsection (e) 
applies to  agreements entered into on or after the effective date o f  the Act.

Subsection (f) permits an employee to waive the right to liquidated damages in a written 
settlement agreement with the employer. The settlement must meet standards listed in the 
subsection. Under bill sec. 4(b), subsection (f) applies to  written agreements entered into on 
or after the effective date o f  the Act.



* • • *v*-

S.CC.J addresses how to apply the provisions o f  the Act. As noted in the discussion above, 
sec. 4(a) and (b) apply the settlement provisions to agreements entered into on or after the 
date the Act takes elfect. Under sec. 4(c), to the extent constitutionally permitted, the rest 
o f  the Act applies to actions in which a final judgement has not been entered on the date the 
Act takes effect

Representative Pete Kott
January 25, 1995
Page 2
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CS FO R H O U SE BILL NO. 116(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

O ffe re d :
R e fe r re d :

Sponsor(s): HOUSE SPECIAL COMMITTEE ON FISHERIES

A BILL

FO R  AN ACT EN TITLED

"A n Act exem pting the  A laska Seafood M arketing  In stitu te  from  the  S tate

P ro cu rem en t Code."

B E IT  EN A CTED  BY T H E  LEG ISLA TU R E O F T H E  STA TE O F  ALA SK A :

* Section 1. AS 36.30.015 is amended by adding a new subsection to read:

(h) The board of directors o f the Alaska Seafood Marketing Institute shall adopt 

procedures to govern the procurement o f supplies, services, and professional services. 

The procedures must be similar to the procedures prescribed in this chapter and in 

regulations adopted under this chapter.

* Sec. 2. AS 36.30.990(1) is amended to read:

(1) "agency"

(A) means a department, institution, board, com m ission, 

division, authority, public corporation, the Alaska P ioneers’ Home, or other 

administrative unit o f the executive branch o f  state government;

(B) does not include

-1-
'.'“ v ' i r ' i r r l i - id [DELETES TEXT EF.ACXZTED1

CSHB 116(L&C)



(i) the University of Alaska;

(ii) the Alaska Railroad Corporation;

(iii) the Alaska Housing Finance Corporation;

(iv) a regional Native housing authority created under 

AS 18.55.996 or a regional electrical authority created under 

AS 18.57.020;

(v) the Department o f Transportation and Public 

Facilities, in regard to the repair, maintenance, and reconstruction of 

vessels, docking facilities, and passenger and vehicle transfer facilities 

of the Alaska marine highway system;

(vi) the Alaska Aerospace Development Corporation;

(vii) the Alaska State Pension Investment Board;

(viii) the A laska Seafood M arketing  In s titu te :

CSHB 116(L&C ) -2-
,V>»w 'Jr.der lined [DELETED TEXT BFACXETED]



9-LS008SC.2
Ulcrmohlc

2/27/95

A M E N D M E N T  I

TO: HB 116

1 Page 1, after line 3:

2 Insert a new bill section to read:

3 "* Section 1. AS 36.30.015 is am ended by adding a new subsection to read:

4 (h) The board o f directors o f the Alaska Seafood M arketing Institute shall

5 adopt procedures to govern the procurement o f  supplies, services, and professional

6 services. The procedures must be similar to the procedures prescribed in this chapter

7 and in regulations adopted under this chapter.”

8 Page 1, line 4:

9 D elete "* Section 1."

10 Insen  "* Sec. 2."

1-
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House of R ep re se n ta tiv e s  
Special C om m ittee  on F isheries

Alaska State Legislature

M E M O R A N D U M

TO: R e p r e s e n t a t i v e  Pete Kott, Chairman
H o u s e  Labor and Comm e rc e

FROM: R e p r e s e n t a t i v e  Alan Austerman,
H o u s e  Special C o m m i t t e e  o n  Fis

DATE: F e b r u a r y  6, 1995

RE: H B  116 - "An Act r e l a t i n g  to ex em p t i n g  ASMI from the
S t a t e  Procu re m en t Code"

T h e  H o u s e  S p e c i a l  Committee on F i s h e r i e s  r e s pe ct fu ll y r e q u e s t s  that 
a h e a r i n g  for HB 116 be s ch ed ul ed  for your Monday, F e b r u a r y  27, 
s c h e d u l e d  m e e t i n g  time. This l o n g  range pla nn in g is in o rder to 
e n s u r e  t e s t i m o n y  from Dave Wilder, a key s p ea ke r  w h o m  will be 
v i s i t i n g  J u n e a u  then.

O u r  c o m m i t t e e  staff, A m y  Daugherty, will p romptly d e l i v e r  the bill 
p a c k e t  t o  y o u r  staff pr omptly a f t e r  the hea ri ng  of this bill in our 
c o m m i t t e e ,  F e b r u a r y  13th.

Y o u r  a s s i s t a n c e  w i t h  this m a t t e r  is appreciated.

Room 434 , State Capitol. Juneau, A laska 99801-1182 (907) 483-4230 or 463-2487
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S P O N S O R  S TA T E M E N T

HB 116 - "EXEMPTING AS MI  FROM THE S TATE P R O C U R E M E N T  CODE"

Fe br ua ry  13, 1995

H o u s e  Bill 116 w o u l d  exempt the A l a s k a  S e af oo d M a r k e t i n g  

In st it ut e (ASMI) from the  state p r o c u r e m e n t  code u n d e r  AS 

36.30.850(b) for all d o m es ti c m a r k e t i n g  and b o a r d - r e l a t e d  

activities.

A S M I  is a state s e a fo od  c o m m o d i t y  c o m m i s s i o n  w h i c h  is solely 

d e p e n d e n t  u p o n  fishing industry a ss es s m e n t s  for su pp or t i n g  d o m e s t i c  

marketing. The 1% m a r k e t i n g  ta x is le vied on all c om m er c i a l  s almon 

fishers —  so only p r i v at e i ndustry d o l l a r s  go towards t he d o m e s t i c  

m a r k e t i n g  efforts a d d r e s s e d  in this bill.

T h e  ins ti tu te  has four le g islative mandates: 1) to p r o m o t e  all 

species of A l a s k a  seafood worldwide; 2) to m a i n t a i n  a n d  p r o m o t e  

q u a li ty  a w a r e n es s from p o i n t  of h a r v e s t  to final d i s tr ib ut i on ; 3) 

to d i s s e m i n a t e  information on price s paid and m a r k e t  c o n d i t i o n s  for 

raw s a l m o n  a n d  salmon products; and, 4) to investigate n e w  p r o d u c t  

forms and future m a r k e t s  for A l a s k a  salmon.

T h e  b o a r d  is seek in g  to el i mi n a t e  the re strictive r e q u i r e m e n t s  

of the st at e p r o c u r e m e n t  code in m a r k e t i n g  A l as ka  p r o d uc ts  in the 

U ni te d States. The p r o c u r e m e n t  r e qu ir e me nt s r e s t r i c t  the

Akhiok • Karluk • Kodiak • Larsen Ba> • Old Harhor • Ouzinkie • Port Lions



i ns ti t u t e ' s  p r i v at e s e c t o r  economy. As an example, ASMI cannot 

a d v e r t i s e  and pro c ur e s er vi c e s  over $25,000 in the lower 48 states 

w i t h o u t  an elaborate, time c o n s u m i n g  and costly bid  p r o ce s s that 

does not a d e q u a t e l y  c o n s i d e r  u n iq ue  v e n d o r  knowledge and abilities.

T he delays, r e s t r i c t i o n s  and selection criteria r e q u i r e d  by 

the state p r o c e d u r e s  c r i p pl e ASMI efforts in imple me nt i ng  

p r o m o t i o n a l  a c ti v it ie s and is a b a r r i e r  to the b o ar d in m a k in g  

d i r e c t  d e c i s i o n s  r e g a r d i n g  ex p en d i t u r e s  of industry funds. ASMI's 

u n i q u e  m i s s i o n  re quires p u r c h a s i n g  n o n-governmental services such 

as c o u p o n  d i s t r i b u t i o n  and redemption, advertising, retail store 

p r o d u c t  demonstr at io n,  sales representatives, fo o dservice catering, 

p r od uc t s a m p l e  distribution, m a r k e t  research, c o n s u me r education, 

p r o d u c t  d e v e l o p m e n t  an d i ndustry c oo perative promotions.

The s t at e p r o c u r e m e n t  p r o c e d u r e s  are not designed to address 

these n ee ds  and result in s ig n if ic an t inefficiencies. T he p r o p os ed  

p r o c u r e m e n t  e x em pt io n will a l l o w  ASMI to p u r c ha se  m a r k e t i n g  

services an d supplies th at  m e e t  industry imperatives.



FISCAL NOTE
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STATE OF ALASKA B ILL NO. HB 116

Expenditures/Revenues 
OPERATING EXPENDITURES 
PERSONAL SERVICES

FY 96 FY 97
(Thousands ol Dollars) 
FY 98 FY 99 FY 00 FY 01

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS 
TOTAL OPERATING 0 0  0 0 0.3 o.o" 0 0 0 0

CAPITAL EXPENDITURES . until. ..

CHANGE IN REVENUES
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(Thousands of Dollars)
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1004 General Fund
1005 GF/Pmgram Receipts
'CCS GF MHTIA
Other
TOTAL 0 0 0 0 0 0 0.0 0 0 0.0

Estimate o f any current year (FY 95) cost: S 3 0
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-ULL-TIME 0 0 0 0 0
PART-TIME C 3 3 0 0 0
TEMPORARY 0 3 0 0 0 0

ANALYSIS: (Attach a separate page i( necessary)
This oil! aoes not have a fiscal impact on the Alaska Seafooa Marketing institute.

Prepared by: Art Scheunemann Executive Director Phone: 465-5560
Division: Alaska Sealooa Marketing Institute /  Date.

(  /  /  Approved by Commissioner:   '  t  Date: J - / /  & (  f  j
Agency Commerce and Economic Development /

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
further distribution nformanon call the Governor's legislative Office
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February 1, 1995

The Honorable Alan Austerman 
Chairman. House Special Comm ittee on Fisheries 
State Capital Room 343 
Juneau, AK 99801

D ear Representative Austerman:

I am requesting your assistance in obtaining an exemption from the onerous 
requirements o f the state procurem ent laws for the AJaska Seafood M arketing Institute. 
This request is for the purpose o f increasing efficiency and reducing the cost of 
prom oting the consumption o f our products within the United States.

The seafood industry is A laska’s largest private employer with the equivalent of over
33.000 full time jobs, which represents one-sixth of all employment within the state. 
Seafood and its related industries represents a multi-billion dollar impact on the AJaska 
econom y and provides more than S40 million dollars o f tax revenue to state and local 
governments. The health o f the industry and its multiple economic benefits to the state 
are dependent upon the successful marketing o f Alaska products throughout the world.

Currently, the industry is experiencing heavy competition from farmed salmon, foreign 
seafood production and other protein sources. This competition has significantly 
eroded Alaska’s market share and reduced prices for Alaska products directly affecting 
the incomes of all those dependent upon a healthy industry.

The Alaska Seafood M arketing Institute is the state’s seafood commodity commission 
with offices in Juneau and Seattle, W ashington. The institute's domestic marketing 
activities are solely funded through industry tax assessments from salmon fishermen 
and Alaska processors. ASM I is governed by a 25 member Board o f Directors 
com posed of fishermen and processors who are responsible for managing the finances 
and marketing services in the best interest o f the industry. In meeting these 
responsibilities, the board has adopted a domestic marketing plan to aggressively 
prom ote AJaska products and increase consumption. In pursuing this plan,

R E C E I V E D

ho  1 1995

Alaska Seafood Marketing Institute 
1111 West 8th Slreet. Room 100 

Juneau. Alaska 99801 -1895 
Tel: (907) 465-5560 

In Alaska: 1-800-478-2903 
Fax; (907) 465-5572



Representative Austerm an 
page 2

the board has unanim ously decided to seek exemption from the restrictive requirements 
o f the state procurem ent code. This is necessary in order for the institute to obtain 
tactical flexibility to effectively compete in a private sector economy.

The state procurem ent process is not designed to facilitate market promotion services in 
the private sector, conduct business in a cost effective manner or readily allow the 
board to participate in management of its own purchases. As an exam ple, ASMI 
cannot readily advertise and to procure services valued over $25,000 outside o f AJaska. 
The current m arketing plan is based upon contracting with region based sales 
representatives who have unique knowledge o f local foodservice and retail distribution 
systems. Under the state procurement system, it is impossible for ASM I to contract 
directly with such individuals without an elaborate, lime consuming and costly bid 
process that does not adequately consider unique knowledge and abilities.

In addition, the procurem ent requirements place extensive delays and prohibitions on 
A SM Ts ability to act quickly and take advantage o f unique promotional opportunities 
that often arise inform ally, and or in association with other marketing activities. As an 
example, if ASM I purchased a service utilizing a small procurem ent process (value 
less than $25,000) and required an expansion above $25,000. ASMI would have to 
resolicit or obtain approval from the Departm ent o f Administration. During the time 
required to adhere to these procedures, the promotion opportunity can often be lost.

The delays, restrictions and selection criteria required by the state procedures cripple 
ASM! efforts in implementing promotional activities and results in increased costs to 
the industry. A SM Ts unique mission requires purchasing non-governmental associated 
services which state procedures are not designed to address. Any assistance you can 
provide in obtaining relief from these requirements is greatly appreciated.

David W ilder, Chairm an 
Board o f D irectors



H ouse of R e p re se n ta tiv e s  
S pecial C om m ittee  on F ish e rie s

Alaska State Legislature

A n a l y s i s  of A m e n d m e n t  

t o  H B  116

A m e n d m e n t  9 - L S 0 0 8 6 \ C . 1 t o  H B  116 w as d r a f t e d  to a dd a c c o u n t a b i l i t y  
to A S M I 's total e x e m p t i o n  t o  the state p r o c u r e m e n t  code. The 
i n c l u s i o n  of t h i s  l a n g u a g e  w i l l  al s o h e l p  e n su re  cons is te n cy , given 
a v a r i e t y  of p r o c u r e m e n t  situations.

A  n e w  s e c t i o n  one is i n s e r t e d  instr uc t in g t h e  A S M I  B o a r d  of 
D i r e ct o rs  to a d o p t  s ub st a n t i a l  p r o c e d u r e s  g o v e r n i n g  t he p r o c u r e m e n t  
of supplies, services, a nd p r o f e s s i o n a l  services.

T he f ormer s e c t i o n  1 b e c o m e s  s e c t i o n  2. Th is  s e c t i o n  adds AS MI  to 
t he li t: of e x e m p t e d  g o v e r n m e n t  entities.

Room 131, S ta le  Capitol, Juneau, A laska  99801-1182 (907) 103-1230 or 163-2187
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2/22/95

A M E N D M E N T

OFFERED IN TH E HOUSE BY REPRESENTATIVE AUSTERM AN

TO: HB 116

Page 1, after line 3:

Insert a new bill section to read:

"* Section 1. AS 36.30.015 is amended by adding a new subsection to read:

(h) The board of directors of the Alaska Seafood M arketing Institute shall adopt 

procedures to govern the procurement of supplies, services, and professional services. 

T he procedures must be substantially equivalent to the procedures prescribed in this 

chapter and in regulations adopted under this chapter."

Page 1. line 4:

Delete "* Section 1." 

Insen "* Sec. 2."





9-LS0088\0

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION 

BV THE HOUSE SPECIAL COMMITTEE ON FISHERIES 

Offered: 2/22/96
Referred: Labor and Commerce, Finance 

Sponsor(s): REPRESENTATIVE AUSTERMAN

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to seafood marketing, to the definition of ‘seafood* for purposes

2 of the Alaska Seafood Marketing Institute, to an aquatic farm product marketing

3 assessment, and to the salmon marketing tax; and providing for an effective

4 date."

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

CS FOR HOUSE BILL NO. 118(FSH)

6 * Section 1. AS 16.51.090 is amended to read:

7 Sec. 16.51.090. POWERS OF BOARD. In carrying out the powers of the

8 institute, the board may

9 (1) adopt, alter, and use a corporate seal;

10 (2) prescribe, adopt, amend, and repeal bylaws;

11 (3) sue &iid be sued in the name of the institute;

12 (4) enter into any agreements necessary to the exercise of its powers and

13 functions;

14 (5) cooperate with a public or private board, organization, or agency

HMUM> - I -  CSHB liK F S H )
Ntv T*Xt Underlined [DELISTED TEXT BRACKETED]



1 (b) A permit holder shall remit to the Department of Revenue by April 1 of

2 each year the total amount o f the aquatic farm product marketing assessment owed on

3 the value o f aquatic farm products sold by the permit holder in the previous calendar

4 year.

5 (c) In this section,

6 (1) "permit holder" means a person who holds an aquatic farm permit

7 under AS 16.40.100;

8 (2) "value" means the actual price received by a permit holder for the

9 sale o f aquatic farm products.

10 * Sec. 4. AS 16.51.170 is amended to read:

11 Sec. 16.51.170. ENFORCEMENT OF ASSESSMENTS. The provisions of

12 AS 43.05 and AS 43.10 apply for the enforcement and collection of

13 H I the seafood marketing assessm ent: and

14 (2) the aquatic  farm  product m arketing  assessm ent.

15 * Sec. 5. AS 16.51.180(5) is amended to read:

16 (5) "seafood" means finfish, shellfish, and fish by-products, including but

17 not limited to salmon, halibut, herring, flounder, crab, clam, cod, shrimp, [AND] pollock,

18 and  [BUT DOES NOT INCLUDE] aquatic farm products [AS DEFINED IN

19 AS 16.40.199];

20 •  Sec. 6. AS 16.51.180 is amended by adding a new paragraph to read:

21 (7) "aquatic farm product" has the meaning given in AS 16.40.199.

22 * Sec. 7. AS 43.76 110 is amended to read:

23 Sec. 43.76.110. SALMON M ARKETING TAX. A  person holding a limited

24 entry perm it, [OR] interim-use permit, o r  special h a rv es t a rea  en try  p e rm it under

25 AS 16.43 shall pay a salmon marketing tax at the rate o f one percent of the value, as

26 defined in AS 43.75.290, of salmon that the person removes from the state or transfers

27 to a buyer in the state. The buyer shall collect the salmon marketing tax at the time

28 the salmon is acquired by the buyer.

29 * Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

HBOllSb -3- CSHB 118(FSH)
New T e xt U n d e r lin e d  [DELETED TEXT BRACKETED]
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9-LS0088\0

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION 

BY THE HOUSE SPECIAL COMMITTEE ON FISHERIES 

Offered: 2/22/96
Referred: Labor and Commerce, Finance 

Sponsor(s): REPRESENTATIVE AUSTERMAN

A  B I L L  

F O R  A N  A C T  E N T I T L E D

1  " A n  A c t  r e l a t i n g  t o  s e a f o o d  m a r k e t i n g ,  t o  t h e  d e f i n i t i o n  o f  S e a f o o d ’  f o r  p u r p o s e s

2  o f  t h e  A l a s k a  S e a f o o d  M a r k e t i n g  I n s t i t u t e ,  t o  o n  a q u a t i c  f a r m  p r o d u c t  m a r k e t i n g

3  a s s e s s m e n t ,  a n d  t o  t h e  s a l m o n  m a r k e t i n g  t a x ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t iv e

4  d a t e ."

5  B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

CS FOR HOUSE BILL NO. 118(FSH)

6 * Section 1. AS 16.51.090 is amended to read:

7 Sec. 16.51.090. POWERS OF BOARD. In carrying out the powers of the

8 institute, the hoard may

9 (1) adopt, alter, and use a corporate seal;

10 (2) prescribe, adopt, amend, and repeal bylaws;

11 (3) sue and be sued in the name of the institute;

12 (4) enter into any agreements necessary to the exercise of its powers and

13 functions;

14 (5) cooperate with a public or private board, organization, or agency

EJMllSb .1. CSHB 118(F8H)
New T e x t Underlined [DELISTED TEXT BRACKETED)
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engaged in work or activities similar to the work or activities o f the institute, including 

entering into contracts for joint programs of consumer education, sales promotion, quality 

control, advertising, and research in the production, processing, or distribution of 

seafood;

(6) conduct, or contract for, scientific research to develop and discover 

health, dietetic, or other uses of seafood harvested and processed in the state;

(7) receive contributions of money from persons;

(8) establish offices in the state and otherwise incur expenses incidental 

to the performance of its duties;

(9) appear on behalf of the institute before boards, commissions, 

departments, or other agencies of municipal, state, or federal government;

(10) acquire, hold, lease, sell, or otherwise dispose of property, but such 

property is limited to that which is necessary to the administrative functioning of the 

office o f the institute;

(11) establish and maintain one or more bank accounts for the transaction 

of the institute's business;

(12) prepare market research and product development plans for the 

promotion of any species o f seafood and their by-products that may be harvested in the 

state and processed for sale;

(13) establish committees related to the marketing of seafood [SALMON] 

and seafood [SALMON] products; the board shall, to the extent practicable, appoint 

equal numbers o f seafood processors and persons engaged in commercial fishing to the 

committees.

* Sec. 2. AS 16.51 is amended by adding a new section to read:

Sec. 16.51.161. DEFINITION FOR AS 16.51.120 - 16.51.161. In 

AS 16.51.120 -16.51.161, "seafood" has the meaning given in AS 16.51.180, but does 

not include aq k  m products.

* Sec. 3. AS 16.51 is amended by adding a new section to read:

Sec. 16.51.165. AQUATIC FARM PRODUCT M ARKETING ASSESSMENT,

(a) A  person who holds an aquatic farm permit under AS 16.40.100 shall pay an 

aquatic farm product marketing assessment o f three-teuths of one percent o f the value 

o f aquatic farm products sold by the permit holder.

C8HB 11KFSH) -2- H B ill 8b
N ev T e x t U n d e r lin e d  [DELETED TEXT BRACKETED]
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(b) A  permit holder shall remit to the Department of Revenue by April 1 of 

each year the total amount o f the aquatic farm product marketing assessment owed on 

the value of aquatic farm products sold by the permit holder in the previous calendar 

year.

(c) In this section,

(1) "permit holder" means a person who holds an aquatic farm permit 

under AS 16.40.100;

(2) "value" means the actual price received by a permit holder for the 

sale o f aquatic farm products.

* Sec. 4. AS 16.51.170 is amended to read:

Sec. 16.51.170. ENFORCEMENT OF ASSESSMENTS. The provisions of 

AS 43.05 and AS 43.10 apply for the enforcement and collection of

(1) the seafood marketing assessment: and

(2) the aquatic farm  p roduct m arke ting  assessm ent.

* Sec. 5 .  AS 16.51.180(5) is amended to read:

(5) "seafood" means finfish, shellfish, and fish by-products, including but 

not limited to salmon, halibut, herring, flounder, crab, clam, cod, shrimp, [AND] pollock, 

and  [BUT DOES NOT INCLUDE] aquatic farm products [AS DEFINED IN 

AS 16.40.199];

* Sec. 6. AS 16.51.180 is amended by adding a new paragraph to read:

(7) "aquatic farm product" has the meaning given in AS 16.40.199.

* Sec. 7 .  AS 43.76.110 is amended to read:

Sec. 43.76.110. SALMON M ARKETING TAX. A person holding a limited

entry permit, [OR] interim-use permit, o r  special h a rv es t a rea  en try  p e rm it under 

AS 16.43 shall pay a salmon marketing tax at the rate o f one percent of the value, as 

defined in AS 43.75.290, of salmon that the person removes from the state or transfers 

to a buyer in the state. The buyer shall collect the salmon marketing tax at the time 

the salmon is acquired by the buyer.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

HBOUSb -3-
Nev T e xt U n d e r lin e d  (DELETED TEXT BRACKETED]
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REPRESENTATIVE ALAN AUSTERMAN A la sk a  S ta le  Leg is la tu re

P.O. Bos 2368. Kodiak, Alaska 9%)5 (907) 486-5930 • Session: State Capitol, Juneau. Alaska 99801 465-2487

SPONSOR STATEMENT 

CSHB 118 - "SEAFOOD MARKETING / AQUATIC PRODUCT TAX"

March 3, 1996

CSHB 118 brings ASMI two new sources of revenue to ASMI.

First, this bill imposes an aquatic farm product marketing 

assessment at the rate of .3 percent on the value of aquatic farmers' 

product. The aquatic farmers’ assessment would be remitted to the 

Department of Revenue annually by April 1 of the calendar year following 

the sales. Oysters, mussels and clams are permitted for aquatic farming; 

however, at present, only oysters are being sold in any significant amount.

Second, CSHB 118 amends AS 43.76.110 so that special harvest area 

permit holders would be subject to the 1 percent salmon marketing tax. 

Special harvest area permit holders are those fishermen who harvest cost 

recovery salmon for the hatcheries. The salmon put on the market through 

this method enter and effect the salmon market and should contribute to 

our ailing salmon markets.

Akhiok • Karluk • Kodiak • Larsen Bay • Old Harbor • Ouznkie • Port Lions



L E G A L  SER V IC ES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M  E M O R A N D U M  February 23, 1996

S U B JE C T : Sectional Summary o f  CSHB 118(FSH); An Act relating to seafood
marketing, to the definition o f  "seafood" for purposes o f the Alaska 
Seafood Marketing Institute, to an aquatic farm product marketing 
assessment, and to the salmon marketing tax.

T O : Representative Alan Austerman

FR O M : George U te rm o h le $ ^
Legislative Counsel

You have requested a sectional summary o f  CSHB 118(FSH); An Act relating to seafood 
m arketing, to the definition o f  "seafood" for purposes o f  the Alaska Seafood Marketing 
Institute, to an aquatic farm product marketing assessment, and to the salmon marketing tax.

As a preliminary matter, please note that a sectional summary o f a bill is not an authoritative 
interpretation o f  the bill. The bill itself is the best statement o f  its contents.

Section 1 o f  the bill amends AS 16.51.090 by authorizing the board o f  directors o f  the 
A laska Seafood Marketing Institute to establish committees related to the marketing o f 
seafood and seafood products.

Section  2 o f  the bill adds a new section to AS 16.51 which defines "seafood" for the 
purposes o f  AS 16.51.120- 16.51.161, seafood marketing assessment.

Section 3 o f  the bill adds a new section to AS 16.51 establishing a marketing assessment o f 
0.3 percent o f  the value o f  aquatic farm products sold by aquatic farms.

Section 4 o f  the bill amends AS 16.51.170 to provide that AS 43.05 and AS 43.10 apply for 
the enforcem ent and collection o f the aquatic farm product assessm ent established by sec. 
3 o f the bill.

Section  5 o f  the bill amends the general definition o f  "seafood" for AS 16.51 to include 
aquatic farm products.

Section 6 o f  the bill adds a definition o f  "aquatic farm product" for purposes o f  AS 16.51.



Section 7 o f  the bill amends AS 43.76.110 to provide that persons (private nonprofit 
hatcheries under AS 16.10.400) who have special harvest area entry permits must pay the 
salmon marketing tax.

Section 8 o f  the bill provides that the bill takes effect immediately under AS 01.10.070(c).

Representative Alan Austerman
February 23, 1996
Page 2
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FISCAL NOTE

1996 LEGISLATIVE SESSION
Revision D a te :__________________
Title:

STATE OF ALASKA B ILL NO. CSHB 118

An Act relating to seafood marketing , to the
Department. Commerce and Economic Development 

BRU: Alaska Seafood Marketing Institute
definition of seafood and to an aquatic farm product marketing tax Component. Alaska Seafood Marketing Institute
Sponsor:
Requestor:

Austerman
House Special Committee on Fisheries

Expenditures/Revenues

COMPONENT SERIAL NO. 

(Thousands of Dollars)

393

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 1.0 1.0 1.5
SUPPLIES
EQUIPMENT
LAND U  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 1.0 1.0 1.5 0.0 0.0 0.0

ICAPITAL EXPENDITURES I I I I I I I

ICHANGEIN REVENUES I ' !

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 General Fund
1005 GF/Program Receipts 1.0 1.0 1.5
1006 GFIMHTIA
Other
TOTAL 1.0 1.0 1.5 0.0 0.0 0 0

Estimate of any current year (FY 96) cost: $

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANA) YSIS: (Attach a separate page if nocessary)
CS HB 118 amenoi the Alaska Seafood Marketing Institute statutes (AS 16.51.180 (a) ) to include equotic farm products in 
the seafood marketing rssessment. The assessment iG a voluntary tax on seafood products levied at .3 percent of the 
valuo paid by the processor for the product. Aquatic farm sales in 1 995 was valued at $300,000 which would produced 
$900 for the seafood marketing assessment. The value of product in inventory is approximately $3 ,00 ,000 which will 
provide some future growth in sales .

The assessments ore collected by the Department of Revenue and transferred to the ASMI to bo utilized to purchase 
advertising services to promote of consumption of Alaska products. In order to receive and expend these funds for the 

"intended purpose, ASMI is requesting additional program receipt authorization of $1,000 in FY97 with a gradual increase 
in the subsequent years to moot anticipated increased sales.

Prepared by 
Division-
Approved by Commissioner: 
Agency

Dwayne Peeples Phone: 465-5571
Alaska Seafood Markotjng li^ u te

.1 
Development

William L. Hensley 
Commerce and Sqiftyomic

Date. 2(2/96 
Date: 2  ' ±L_±0_

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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STATE OF ALASKA
1996 LEGISLATIVE SESSION

FISCAL NOTE BILL NO: CSHB 118()
9-LS0068\M

Revision D a t e :________________________________________________________Dept. Affected: Revenue_________________
Title: Seafood Marketing / Aquatic Product Tax___________BRU: Revenue Operations

_________________________________________________________________________ Component: Income and Excise Audit

Sponsor: Rep. Austerman

Requestor: (H) SCF COMPONENT SERIAL NO. 113

Expenditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY01 FY 02
PERSONAL SERVICES

TRAVEL
CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( GF ) 124.0 124.0 124.0 124.0 124.0 124.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF
1005 GF/Program Receipts

1037 GF/Mental Health

Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY96) cost $ 0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

(See A tta c h e d  Analysis)

Prepared by: Paul E. Dick Phone: 465-2320

Division: Income and Excise Audify /  f
0  c

)  Date: 2/20/96

Approved by Commissioner: Wilson Condon^-V^ K y ----„ Date: 2/20/96

Agency: Department of Revenue_____________________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

For further distribution information call the Governor's Legislative Office

Page 1 of 2
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Fiscal Note Analysis 
CSHB 118( )
9-LS0088/M 
February 20, 1996 
Page 2 of 2

Bill Analysis
Section 1 am ends AS 16.51.090 such that powers of the Alaska Seafood Marketing 
Assessm ent board would apply to the marketing of seafood products.

Section 2 adds a new section to 16.51 to define "seafood" such that it does not include 
aquatic farm products for AS 16.51.120 - 16.51.161.

Section 3 of this bill provides for a new aquatic farm product marketing assessm ent of .3% on 
the value of aquatic farm product sold by aquatic farm permit holders. Permit holders would 
be required to file returns and remit assessm ents to Department of Revenue by April 1 each 
year.

Section 4 specifies that tax enforcement provisions authorized under AS 43.05 and AS 43.10 
would apply to collection of tho aquatic farm products assessm ent.

Section 5 adds language to the definition of "seafood" so that it includes aquatic farm 
products

Section 6  adds a new paragraph to AS 16.51.180 so that "aquatic farm product" has the 
meaning given in AS 16.40.199.

Section 7 am ends AS 43.76.110 so that special harvest area permit holders would be subject 
to the salmon marketing tax.

Section 8  provides for an immediate effective date.

Operating Costs
The Department does not anticipate any additional costs to administer the aquatic farm 
product marketing assessm ent or collect salmon marketing tax collections from special harvest 
area permit holders.

Revenue
According to the Alaska Seafood Marketing Institute (ASMI), a .3% assessm ent would yield 
approximately $1.0 per year. According to Department of Fish and Game data, the total value 
of salmon harvested under special harvest area permits in 1995 was $12.3 million. If values 
remained at the 1995 level, a 1% salmon marketing tax would yield $123.0.

Total revenue increases from both the assessm ent and tax under this bill is estimated at 
$124.0.



w s h e llM

^ 3 3  U r o w e r sASSOCIATION

Rep. Alan Austerman 
Capitol Building 
Juneau, AK 99811

Dear Rep. Austerman:

Thank you for inviting our comments on House Bill 118. The Alaskan Shellfish Growers 
Association (ASGA) voted unanimously at its annual meeting in O ctober to support this measure 
if  tw o amendments are adopted. These amendments relate to reporting requirements and the 
am ount o f  the assessment.

The collection provisions o f  the legislation would be unduly burdensome and costly to administer. 
In fact, the Alaska Department o f  Revenue estimates the administrative cost o f  the procedures 
would far exceed the amount collected. These sections would require the reporting to the state o f  
each sale o f  aquatic farm products, and would impose enormous paperwork requirements on 
grow ers and the state.

These sections were based upon the collection requirements o f  the one percent marketing 
assessment on salmon fishermen. They work well for that purpose because each purchase o f 
salmon must be recorded on a “fish ticket” and a copy forwarded to  the state for other purposes. 
However, aquatic farmers are not under a “fish ticket” system and to  impose a similar system 
strictly for the marketing assessment would be excessive.

Discussion with Revenue officials suggest that the department would support a single annual 
report from growers for the purposes o f  collecting the tax. Shellfish growers currently are 
required to submit an annual report to the Alaska Department o f  Fish and Game. The year-end 
report includes a month-by-month summary o f  aquatic farm product sales and gross revenues 
from those sales. It seems that this report could be revised slightly to fit the purposes o f  this 
legislation.

The legislation would impose a one percent marketing tax on aquatic farmers to help support the 
program s o f  the Alaska Seafood M arketing Institute (ASMI). While w e believe that ASMI is 
doing a very good job in promoting >Maska oysters, ASGA believes the tax should be fair and 
equitable to everyone in the industry.

Aquatic farmers are classified by the state for all other purposes as seafood, but HB 118 would 
put us in a new category. Existing statutes allows seafood processors to set the level o f  the

R odger Painter ,  president ♦  P.O. Box 20~04 Juneau.  ‘vK 99802 ♦  Phone: <90"t 403-3600



assessment through a vote o f  aJI licensed processing companies. Currently, this assessment is set 
at .3 percent. ASGA strongly believes that aquatic farmers should be put under the same 
assessment as all other seafood processors.

Again, ASGA strongly supports ASM Ts marketing efforts, but we believe adoption o f  both o f  
these amendments are vital. I would be pleased to work with you and your staff to develop 
legislation acceptable to the industry.

c.c. Rep. Carer. Robinson
Rep. Kim Elton
Art Scheunemann, ASMI
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Table 1. 1995 Aquatic farm permit data. 

OPERATIONS
Southeast So uih central TOTAL

Aquatic farm permit applications 2 7 9

New Farm Permits issued 1 3 4 r;

Permits pending 1 4 5
or still in process

Total permitted aquatic farms 15 41 56

Shellfish hatcheries/nurseries 1 1 2

Farm/Hatchery Major Amendment 2 1 3
Applications

Farms reporting activity 13 31 44

Farm permit renewals received 2 7 2) 9

Farm permit renewals issued 4 11 15

1994 renewals pending/still in process 1 4  5

Acreage permitted for aquatic farming 46 103 j? 209

RESEARCH

Permit applications 11 26 37

SHELLFISH AND AQUATIC PLANT ACQUISITIOWTRANSPOP.T

Permit applications 30 47 77

Permits issued 27 44  71

Permits pending 3 1 4
or stiH in process

2 /6
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i able 2.1995 Aquatic farm operations data. ________________________________ _
Southeast SouthcensaJ ' TOfAL

MARKET SALES

Oysters 599,106 267,866 t) 866,972
Velue 5185,723 S110,302 $296,025

Mussels (lbs) 100 4,235 4,335
Value —  J) $10,458 $10,458

Total aquatic farm market sales $306,483

HATCHERY/NURSERY SALES

Oysters 0 43.370 43,370
Value SO —  3) —  3)

SEEDSTOCK PURCHASED

Oyster spat 1,779,752 2,404,000 v 4,183,752
Oyster larvae 0 4,000,000 4,000,000

END OF YEAR INVENTORY 2)

Oysters 3,506,064 6,809,002 v 10,315,066.00
Value $1,086,879 $2,655,510 $3,742,389

Mussels (lbs) 1.000 73,210 4  74.210
Value —  3) $179,365 $179,365

Total End-of-Year Aquatic Farm Inventory Value $3,921,754

Oysters(hatchery/nunsery) 33,800 94,000 127,800.00
Value —  3) —  3> —  3)

LittJeneck clams (hatchery stock) 0 34,000 34,000
Value $0 —  3) —  3)

EMPLOYMENT SUMMARY

Number of employees 24 50 74 gj
Days worked 1,342 2,387 4,229

1) SovtfK*rt*t pmtjcSon cctitmtry
2 )  A  s m * J i m t r n r y  o f o i w  jpnorr*. p m t n / y  a c i l o p s  ( ' S . O O O o i e a n u m o )  a n a s .

3 )  S t n g t *  p . T X S u o t f .  t f n a m » t  i n f o r m a t i o n  o o n t e t n t M .

4 )  E s o m * t * .  M u i f )  a m a t o r y  m H h o r t s  r t r y  \ » a * t /  D t t w t t n  f i r m s .

5 )  D o t s  n o t  r n d o O *  m n * r / o p * r a t o r  w o r k  d a y s .


