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P le o so  e n te r  im o  th e  re co rd  m y  te s t im o n y  to the  H o u s e  L a h o r / c o n - .m c r c c  s u b c omit

co m m ittee  n am e

b iil/su h ie c t

HR ? . } d  w i l l  h a v e  a f a x  r e a c h i n g  n e g a t i v e  e c o n om ic  im p a c t .  A 5% p a y o u t  f o r  S t a t e  
e m p lo y e e s  w i l l  mean l e s s  d i s p o s a b l e  in c om e  f o r  l e s s  p u r c h a s i n g  p o w e r * L e s s  
p u r c h a s i n g  p ow e r  w i l l  mean t h e y  w i l l  n o t  ho a b l e  t o  a f f o r *  t h e  l u x u r y  o f  u p k e e j 
p a i n t i n g  m a in t e n a n c e  o n  t h e i r  h om e s . T h i s  w i 1 1  n o t  o n l y  be d e t r im e n t . a t  t o  t h e  
S t r u c t u r e  ox  t h e  homo, i t  w i l l  b e  d e t r i m e n t a l  t o  my in c o m e .  My p u r c h a s i n g  powei 
w i l l  b e  d e c r e a s e d .  I n f a c t  e v e r y  m e r c h a n t  t h a t  s t a t e  e m p lo y e e s  n o r m a l l y  p a t r o n i s  
w i l l  h a v e  t h e i r  in c om e  d e c r e a s e d ,  t h e r e b y ,  d e c r e a s i n g  t h e i r  p u r c h a s i n g  p o w e r .  Ar 
or., and  o n . . . . . . .  u n t i l  y o u  w i l l  h a v e  c a u s e d  a s t a t e w i d e  r e c e s s i o n .
r t  i s  u n f a i r  t o  p e n a l i z e  a n y  g r o u p  o f  h a r d w o r k i n g  r e s i d e n t  w o r k e r s  w h i l e  y ou  
a J low  n o n r e s i d e n t  w o r k e r s  t o  t a k e  t h e i r  money an d  r u n  hom e . I t  w o u ld  be f a r  
m o re  e g u i t a b l e  t o  im p o se  a n  in c om e  t a x  f o r  a l l  s t a t e  w o r k e r s .  I h i s  w ou ld  
g e n e r a t e  m i l l i o n s  i n  r e v e n u e .  AMD i t  w o u ld  be  some r e t u r n  on  in c o m e  g e n e r a t e d  
f r o m  t h e  d e p l e t i o n  o f  om : n a t u r a l  r e c o u r s e s .  i . e .  f i s h i n g ,  t i m b e r ,  o i l ,  and  
m in in g .  A g o o d  num ber o f  t h e s e  w o r k e r s  o n l y  w o rk  i n  A l a s k a ,  t h e y  m a i n t a i n  
t h e i r  h o u s e h o ld s  o u t  o f  s t a t e .  T h e y  d o  n o (. |‘g » t - rn n i7 e  n u r  l o c a l  m e r c h a n t s ,  t h e y  
do  n o t  add  a n y t h i n g  t o  l o c a l  e c o n o m ie s .  An incomp, t a x  m ig h t  make A la s k a  l o s s  
a t t r a c t i v e  t o  o u t s i d e  i n t e r e s l s  whr,> a r e  o n l y  l o o k i n g  f o r  a f a s t  b u c k ,  i t  c o u l d  
o p e n  m o re  em p loym en t t o  t h o s e  r e s i d e n t  w o r k e r s  who do  m a i n t a i n  t h e i r  homes h e r e  
and do  s u p p o r t  t h e  l o c a l  e c o n o m i e s .  F o r  e x a m p le ,  on  t h e  K e n a i  R i v e r  i n  1 9 9 4  
t h e r e  w sr ft  a p p r o x im a t e l y  2 6 0  " r e g i s t e r e d "  s p o r t f i s h i n g  g u i d e s ,  o n l y  56  o f  t h o s e  
a r e  A la s k a n  r e s i d e n t s .  The r e s t  l i v e  i n  t h e  l o w e r  4 6 ,  t h e y  L ake  t h e i r  money 
a n d  r u n .  T h i t .  i s  t r u e  o f  a l l  n a t u r a l  r e s o u r c e  i n d u s t r i e s .
1 u r g e  y on  t o  k i l l  t h i s  b i l l  t o d a y  and  i n t r o d u c e  o n e  t o  im p o se  an in c om e  t a x .

B i l l ’ s  Q u a l i t y  P a i n t i n g
Representing (Options!)
15670 Poppy R id g e

A d a r e s s

S o ld q tn a , AK 99669 7 ) 4 ^

R h o n e  Mo.



M a rc h  2 7 , 1995

R e p r e s e n t a t i v e  P e t e  K o t t ,  C h a i r  
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
S t a t e  C a p i t o l  B u i l d i n g ,  R o o m  4 3 2  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

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

I a m  a n  e m p l o y e e  o f  t h e  U n i v e r s i t y  o f  A l a s k a  S o u t h e a s t  -  K e t c h i k a n  c a m p u s .  1 u n d e r s t a n d  
t h a t  t h e  H o u s e  F i n a n c e  C o m m i t t e e  i s  p r o p o s i n g  t o  r e d u c e  s t a t e  e m p l o y e e  w a g e s  b y  
a p p r o x i m a t e l y  5%.  I  a s k  y o u  t o  m a k e  t h e  e m p l o y e e s  o f  t h e  U n i v e r s i t y  o f  A l a s k a  e x e m p t  
f r o m  H o u s e  B i l l  2 3 6 .

L e t  m e  t e l l  y o u  a  b  a b o u t  m y s e l f .  I  a m  a  2 8  y e a r - o l d  s i n g l e  p a r e n t  w i t h  o n e  c h i l d .  M y  s o n ,  
M i k e ,  i s  s e v e n  y e a r s  o l d .  M y  e x - h u s b a n d  l i v e s  i n  M o n t a n a  a n d  I  h a v e  n o t  r e c e i v e d  a  c h i l d  
s u p p o r t  c h e c k  s i n c e  J u l y  2 9 ,  1 9 9 4 .  D u r i n g  t h e  l a s t  n i n e  m o n t h s ,  h e  h a s  b e e n  e x t r e m e l y  c r a f t y  
a t  d o d g i n g  c h i l d  s u p p o r t  o r d e r s  b y  s w i t c h i n g  j o b s .  S h o r t  o f  b o o k i n g  a  f l i g h t  t o  M o n t a n a  -  
a t  m y  e x p e n s e  -  t o  a p p e a r  i n  c o u r t ,  I  h a v e  d o n e  j u s t  a b o u t  e v e r y t h i n g  I  c a n  t o  t r y  a n d  g e t  
r e g u l a r  p a y m e n t s  t o  a s s i s t  m e  in  r a i s i n g  m y  c h i l d .

1 a m  t h e  A d m i s s i o n s  &  R e c o r d s  p e r s o n  ( I  a m  a  o n e - p e r s o n  d e p a r t m e n t )  a n d  d o  y o u  k n o w  
w h a t  I  g e t  p a i d ?  $ 1 1 . 5 5  p e r  h o u r .  Y e s ,  $ 1 1 . 5 5  p e r  h o u r .  T h a t  i s  j u s t  $ 2 4 , 0 0 0  p e r  y e a r .  I f  
y o u  c u t  t h e  l o w e s t  p a i d  e m p l o y e e s  in  t h e  s y s t e m  h o w  m u c h  d o  y o u  t h i n k  y o u ' r e  g o i n g  t o  
s a v e ?

M y  c h i l d  i s  e n r o l l e d  in  a  d a y c a r e  p r o g r a m  a f t e r  s c h o o l .  I  r e c e i v e  a s s i s t a n c e  t o  k e e p  h im  in  
t h a t  p r o g r a m .  I  a m  t r y i n g  m y  v e r y  b e s t  t o  m a k e  h i s  c h i l d h o o d  h a p p y ,  h e a l t h y  a n d  f i l l e d  w i t h  
l o v e .  H o w  c a n  I  g i v e  h im  t h o s e  t h i n g s  i f  I  h a v e  t o  f i n d  a n  e v e n i n g  j o b  j u s t  t o  p a y  m y  b i l l s ?

I  h a v e  w o r k e d  f o r  t h e  U n i v e r s i t y  f o r  a lm o s t  t w o  y e a r s  - 1 h a v e  y e t  t o  r e c e i v e  a  p a y  i n c r e a s e .  
W h e n  t h e  n e w  p a y  s c a l e  w a s  i m p l e m e n t e d  I  f e l l  b e t w e e n  t h e  c r a c k s .  I m a d e  1 c e n t  m o r e  
t h a n  t h e  l o w e s t  s t e p  o n  t h e  s c a l e ,  t h e r e f o r e ,  I  d i d  n o t  r e c e i v e  a n  i n c r e a s e .  U n i v e r s i t y  s a l a r i e s  
h a v e  i n c r e a s e d  b y  h a l f  o f  w h a t  s t a t e  s a l a r i e s  h a v e  o v e r  t h e  p a s t  1 0  y e a r s .

P l e a s e  m a k e  U n i v e r s i t y  e m p l o y e e s  e x e m p t  f r o m  H o u s e  B i l l  2 3 6 .  T o  b e  h o n e s t ,  1 d o n ’ t k n o w  
h o w  I w o u l d  s u r v i v e  m a k i n g  a n y  l e s s  t h a n  I  d o  r i g h t  n o w .  T h a n k  y o u  f o r  y o u r  t im e .

S i n c e r e l y ,

t L  Jtpbor t
B r e n d a  J e p s o n  
P O  B o x  2 3 4 4 3  
K e t c h i k a n ,  A K  9 9 9 0 1



LEAH ARONOW-BROWN 
PO BOX 1 0 3 4 2  

FA IRBANKS AK 9 9 7 1 0

M a rc h  2 7 ,  1 9 9 5

D e a r  P e t e  K o t t :

T h i s  i s  i n  r e g a r d  t o  H B 2 3 6 ,  w h i c h  t h r e a t e n s  t o  c u t  my s a l a r y  5% . 
P l e a s e  u n d e r s t a n d  t h a t  my s i t u a t i o n  i s  s i m i l a r  t o  t h a t  o f  a  l a r g e  
n u m b e r  o f  s t a f f  o n  t h e  UAF c a m p u s ,  t h e  m a j o r i t y  o f  whom h a v e  m o d e s t  
s a l a r i e s  a n d  d o  t h e  w o r k  o f  m o r e  t h a n  o n e  p e r s o n  d u e  t o  p r e v i o u s  
c u t b a c k s  o v e r  t h e  p a s t  s e v e r a l  y e a r s .

T h i s  i s  my s i x t h  y e a r  a s  t h e  s e c r e t a r y  o f  t h e  D e p t ,  o f  
C o m m u n i c a t i o n .  I  am t h e  s o l e  s t a f f  s u p p o r t  f o r  t h e  c l a s s r o o m  a n d  
r e s e a r c h  w o r k  o f  s i x  f a c u l t y ,  d o z e n s  o f  m a j o r s  a n d  m i n o r s ,  a n d  h u n d r e d  
o f  s t u d e n t s .  T h i s  y e a r  I  h a d  c u t  tw o  w e e k s  o f f  my a l r e a d y  s h o r t  10 
m o n th  c o n t r a c t  d u e  t o  b u d g e t  c u t s  i n  C o l l e g e  o f  L i b e r a l  A r t s ,  w h i l e  
s e e i n g  my d u t i e s  a n d  w o r k l o a d  i n c r e a s e  d u e  t o  i n c r e a s e d  e n r o l l m e n t  a n d  
t h e  a r d u o u s  p r o g r a m  a s s e s s m e n t  p r o c e s s  t h i s  u n i v e r s i t y  j u s t  w e n t  
t h r o u g h .  N e x t  y e a r  my w o r k l o a d  w i l l  i n c r e a s e  e v e n  f u r t h e r ,  s i n c e  I  
w i l l  b e  s u p p p o r t i n g  13  f a c u l t y  a n d  a s s i s t i n g  i n  t h e  i m p e lm e n t a i o n  o f  a  
new M a s t e r ' s  d e g r e e  p r o g r a m .  I  a l s o  v o l u n t e e r  my s e r v i c e  t o  t h e  
u n i v e r s i t y  b y  s e r v i n g  o n  som e  c o m m i t t e e s  s u c h  a s  S t a f f  T r a i n i n g  (w h i c h  
i s  p r o d u c i n g  q u a l i t y  t r a i n i n g  f o r  h u n d r e d s  o f  s t a f f  a t  n e a r l y  z e r o  
b u d g e t )  a n d  m e d i a t i o n  t o  p r e v e n t  g r i e v a n c e s  f r o m  r e a c h i n g  t h e  c o s t l y  
l i t i g a t i o n  s t a g e .

I  am p r o u d  o f  my s e r v i c e  t o  t h i s  u n i v e r s i t y .  My e x e m p l a r y  r e c o r d  
a n d  o u t s t a n d i n g  j o b  e v a l a t i o n s  a t t e s t  t o  t h a t  q u a l i t y  o f  s e r v i c e .  F o r  
t h i s  w o r k  I  am p a i d ,  a f t e r  6 y e a r s ,  $ 1 1 . 5 1  p e r  h o u r .  T h a t  s e e m s  l i k e  
a  v e r y  m o d e s t  p a y  r a t e  t o  m e , c o n s i d e r i n g  c o m p a r a b l e  p a y  s c a l e s  i n  
b o t h  t h e  p u b l i c  s e c t o r  a n d  i n  o t h e r  " s t a t e "  j o b s .

T o  c u t  my p a y  5% w o u ld  p u t  my r a t e  o f  p a y  b e l o w  my s t a r t i n g  r a t e  
s i x  y e a r s  a g o .  T h i s  s e em s  l i k e  a  s l a p  i n  t h e  f a c e  t o  a l l  o f  u s  who 
g i v e  o u r  a l l  t o  s u p p o r t  t h i s  s t a t e ' s  h i g h e r  e d u c a t i o n .  T h i s  s e em s  
e s p e c i a l l y  h a r s h  i n  t h e  f a c e  o f  t h e  r e c e n t  p r o g r a m  a s s e s s m e n t  p r o c e s s ,  
w h i c h  h a s  c u t  b e y o n d  t h e  b o n e .  I s n ' t  t h a t  e n o u g h ?

P l e a s e  d o n ' t  l e t  t h e  L e g i s t a t i v e  Mad S l a s h e r s ,  who f e e l  a n y  c u t s  
a r e  j u s t i f i e d ,  r a n d o m l y  p u n i s h  g o o d ,  c a r i n g  w o r k e r s .  P l e a s e  r e c o g n i z e  
t h a t  UAF i s  d o i n g  i t s  p a r t  t o  t i g h t e n  b e l t s  a l r e a d y .  R e c e n t  s e v e r e  
c u t b a c k s  o v e r  t h e  p a s t  y e a r s  h a v e  b e e n  d e m o r a l i z i n g  e n o u g h  f o r  
e v e r y o n e  a t  UA F . H a v i n g  t o  j u s t i f y  my e x i s t e n c e  a n d  j u s t i f y  r e c e i v i n g  
t h i s  m o d e s t  w ag e  f o r  a l l  my w o r k  i s  p r e t t y  s a d .  P l e a s e  u n d e r s t a n d  
t h a t  m o n e y  i s  n o t  t h e  b o t t o m  l i n e ;  q u a l i t y  e d u c a t i o n ,  w h e r e i n  l i e s  t h e  
f u t u r e  o f  t h i s  s t a t e ,  i s  t h e  r e a l  b o t t o m  l i n e .  B e l i e v e  me w hen  I  t e l l  
y o u ,  t h e  s t a t e  i s  g e t t i n g  m o r e  t h a n  i t s  m o n e y ' s  w o r t h  f r o m  t h e  g o o d  
s t a f f  o f  UAF . P l e a s e  d o  n o t  m ake  t h i s  r a s h  m ove  t h a t  w i l l  t r a u m a t i z e  
a n d  d r i v e  aw a y  q u a l i t y  s t a f f , f a c u l t y , a n d  s t u d e n t s .

T h a n k  y o u ,

L e a h  A r o n o w -B r o w n



M a rc ia  L . Y e n o r  

P .O .  B o x  1 6 1 7  

W a rd  C o v e , A K  9 9 9 2 8

M a rc h  2 7 ,  1 9 9 5

R e p . P e te  K o tt , C h a i r  

H o u s e  L a b o r  & C o m m e r c e  C o m m it te e  

S ta te  C a p ito l B u i ld in g , R m  4 3 2  

J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

R e :  H o u s e  B il l  2 3 6

D e a r  R e p .  K o tt :

I a m  p r e s e n t ly  e m p lo y e d  b y  th e  U n iv e r s it y  o f A la s k a  S o u th e a s t  a s  P e r s o n n e l  T e c h n ic ia n .  

I a m  n e w  to  K e t c h ik a n  a n d  w o u ld  lik e  to c o n t in u e  to m a k e  A la s k a  m y  h o m e , h o w e v e r , 

H o u s e  B il l  # 2 3 6 , if p a s s e d ,  w o u ld  m a k e  th a t  im p o s s ib le .

I w a s  e x c ite d  a b o u t  o b ta in in g  a  p o s it io n  w ith  th e  U n iv e r s it y .  T h e  ra te  o f p a y  w a s  not a s  

h ig h  a s  I h a d  h o p e d , b u t I th o u g h t th e  b e n e f it s , th e  p e o p le , th e  jo b  its e lf , n o t to  m e n tio n  

liv in g  in A la s k a  w o u ld  p a r t ia l ly  c o m p e n s a t e .  I h a v e  s in c e  fo u n d  th a t  th e  c o s t  o f liv in g  in 

K e t c h ik a n  m a k e s  it d iff ic u lt  to  m a k e  e n d s  m e e t  o n  m y  p re s e n t  s a la r y .  If I w e r e  to r e c e iv e  

a  5 %  s a la r y  c u t , I w o u ld  h a v e  to  g o  e ls e w h e r e ,  w h e r e  th e  c o s t  o f liv in g  is  n o t a s  h ig h .

I c o u ld  q u o te  th e  s t a t is t ic s  o n  th e  U A S  w o rk fo rc e  v e r s u s  s t a te  e m p lo y e e s ,  h o w e v e r , I a m  

s u r e  y o u  a r e  w e ll a w a r e  o f th e m . B a s ic a l ly ,  w e  w o rk  lo n g e r  h o u rs  fo r  le s s  p a y , h a v e  

fe w e r  h o l id a y s  a n d  fe w e r  b e n e f it s  in g e n e r a l .  S in c e  w e  a r e  not t re a te d  a s  s ta te  

e m p lo y e e s  in  th is  r e s p e c t , I w o u ld  lik e  to  re q u e s t  th a t w e  n o t b e  t re a te d  a s  s ta te  

e m p lo y e e s  re g a rd in g  th e  s a la r y  c u t .

P le a s e  c a r e fu l ly  c o n s id e r  th e  im p a c t  o n  U A S  e m p lo y e e s  if t h e y  a r e  no t e x e m p te d  fro m  

B ill 2 3 6 .

R e s p e c t fu l ly  y o u r s ,

M a rc ia  L .  Y e r io r



S t e v e n  L .  &  B e t h  M .  D a v i s  
2 4 5 2  O a k  D r i v e  
A n c h o r a g e ,  A l a s k a  9 9 5 0 8

M a r c h  2 4 ,  1 9 9 5

P e t e  K o t t  
S t a t e  C a p i t o l  
M / S  3 1 0 1
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2  

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

P l e a s e  n o t e  o u r  s t r o n g  o b j e c t i o n  t o  H o u s e  B i l l  N o .  2 3 6 .  I f  p a s s e d ,  t h i s  b i l l  w i l l  u n f a i r l y  i m p a c t  S t a t e  
a n d  U n i v e r s i t y  o f  A l a s k a  E m p l o y e e s .  W e  a r e  t w e n t y - y e a r  r e s i d e n t s  o f  A l a s k a  a n d  h a v e  e n d u r e d  m a n y  
s e t b a c k s  d u e  t o  d w i n d l i n g  r e v e n u e .  H o w e v e r ,  w e  f e a r  th a t , t h i s  5 %  c u t b a c k  w o u l d  im p a c t  o u r  h o u s e h o l d  
b e y o n d  r e c o v e r y .

P l e a s e  c o n s i d e r  t h e  rea l p e o p l e  b e h i n d  t h e  s t a t i s t i c s .  T h e  c o s t  o f  l i v i n g  i n  A n c h o r a g e  h a s  n o t  d e c r e a s e d  
o v e r  t h e  p a s t  f e w  y e a r s .  T h i s  l e g i s l a t i o n  w o u l d  h a v e  d e v a s t a t i n g  c o n s e q u e n c e s  o n  o u r  a b i l i t y  t o  f e e d  a n d  
h o u s e  o u r  f a m i l y .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

S t e v e n  L .  a n d  B e t h  M .  D a v i s
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f h s c r  M r .  K o t t :

it  h a s  c o m e  i o  m y  a t t e u t i o n  t h a t  t h e  L a b o r  a n d  C o m m e r c e  C o i m n i l i e e  i s  c u r r e n t l y  c o n s i d e r i n g  a  
b i l l  w h i c h  w o u i d  r e d u c e  s a l a r i e s  o i ’ u l l  s l a t e  e m p lo y e e s  b y  S s/ c .  i  f e e l  c o m p e l l e d  t o  w r i t e . o p p o s i n g  
t i i i s  l e g i s l a t i o n  w h i c h  w o u l d  h a v e  a  t r a u m a t i c  e f f e c t  o n  r a n k - a n d - f i l e  w o r k e r s  s u c h  a s  m y a c i f .

H i e  U n i v e r s i t y  r e c e n t l y  im p le m e n t e d  a  n e w  s a l a r y  s c a i e  w h i c h  p i o v i d e d  m e  w i r h  a  r a i s e  t h a t  t o o k  
e f f e c t  o n  J a n u a r y  i .  T h e  o n i y  r e a s o n  1 r e c e i v e d  a r a i s e  w a s  b e c a u s e  m y  s a i a r y  woh so  l o w  t h a t  i | 
b a d  t o  b e  i n c r e a s e d  t o  p u t  m e  o n  t h e  b o t t o m  r u n g  o f  t h e  s c a le  f o r  t h e  r a n g e  o t  m y  p o s i t i o n .  N o w  
I ’ m  l o o k i n g  a t  t h e  p r o s p e c t  o f  losing e v e r y t h i n g  t h a t  I  j u s t  g a i n e d ,  e s p e c i a l l y  s i n c e  s u c h  a  t h i n g  a s  
a  “ m e r i t  r a i s e ”  s e e m i n g ly  d o e s  n o t  e x i s t  a t  t h e  U n i v e r s i t y  I  h a v e  h a d  s u p e r i o r  e v a lu a t i o n s  s i n c e  
b e g i n n i n g  m y  e m p lo y m e n t  a t  t h e  U n i v e r s i t y  n e a r l y  t h r e e  y e a r s  a g o ,  h o w e v e r ,  e x c e l l i n g  a t  m y  j o b  
d o c s  n o t  y i e l d  a n y  i n c r e a s e  in  c o m p e n s a t i o n

I w o u l d  p r o p o s e  t h a t  b e f o r e  c u t s  a r e  m a d e  a c r o s s  t h e  b o a i d  f o r  a l l  w o r k e r s ,  t h e  l e g i s l a t u r e  s h o u ld  
c i o s c i y  e x a m i n e  a  U n i v e r s i t y  t h a t  i s  t o p  h e a v y  111 a d m i n i s t r a t i v e  p e r s o n n e l  a n d  s a l a r i e s .  W o r k e r s  a t  
m y  l e v e l  h a v e  t h e  m o s t  d i r e c t  c o n t a c t  a n d  im p a c t  o n  t h e  p e o p l e  w e  a r e  h e r e  t o  s e r v e  -  t h e  
s t u d e n t s .  W h i l e  a  c u t  a c r o s s  t h e  b o n r d  m a y  s e e m  fu i i  o n  t h e  s u r f a c e ,  i t  h i t s  t h e  r a n k - a n d - f i t c  
w o r k e r  m u c h  h a r d e r  i n  t h e  p o c k e t  b o o k  t h a n  it d o e s  t h e  h i g h - p a i d  a d m i n i s t r a t o r .  I  t h i n k  t h e r e  a r e  
a  n u m b e r  o f  a d m i n i s t r a t o r s  w i t h  s i x - f i g u r e  o r  n e a r  s i x - f i g u r e  .s n ln r ie s  w h o  c o u ld  b e  p a r e d  f r o m  t h e  
r a n k s  i n  a  m o r e  s l i e u m l i n e d  o r g a n i z a t i o n .  W h e n e v e r  t h e r e  i s  a  c h a n g e  a t  t h e  t o p  o f  t h e  U n i v e r s i t y  
a d m i n i s t r a t i o n ,  t h e r e  i s  a lw a y s  m o n e y  a v a i l a b le  f o r  h i g h - p r i c e d  s t a f f ,  m o v i n g  e x p e n s e s ,  e t c . ,  b u t  
t h e r e  n e v e r  s o o m s  t o  b e  e n o u g h  m o n e y  a v a i l a b le  t o  a d e q u a t e l y  c o m p e n s a t e  t h e  w o r k e r s  in  t h e  
t r e n c h e s  d c a i i n g  w i t h  s t u d e n t s  o n  a  d a i l y  b a s i s .

L o o k i n g  a t  s u c h  d r a s t i c  p r o s p e c t s  r e g a r d i n g  m y  s a l a r y  c e r t a i n l y  l i a s  m e  r e e v a lu a t i n g  m y  d e c i s i o n  
t o  a c c e p t  e m p lo y m e n t  a t  t h e  U n i v e r s i t y .  I ’ m  s u r e  o t h e r s  in  m y  s i t u u l i o n  a i e  t h i n k i n g  t h e  s a m e  
t h i n g .  I ’h i s  U n i v e r s i t y  i s  n o t  in  a  p o s i t i o n  w h e r e  i t  c a n  a f f o r d  t o  l o s e  q u a l i t y  w o r k e r s  t o  t h e  p r i v a t e  
s e c t o r ,  o r  e v e n  w o r s e ,  t o  j o b s  o u t  o f  s l a t e ,  I ’ v e  h a d  e x p e r i e n c e  a s  a  s t u d e n t  o r  e m p l o y e e  a t  f i v e  
o t h o r  u n i v e r o i t i e s ,  a n d  t h e  U n i v e r s i t y  o f  A ln s k a  h a s  a  l o n g  w a y  t o  g o  t o  m a t c h  t h e  e f f o r t s  o f  s o m e  
o f  t h o s e  i n s t i t u t i o n s .  I m p o s i n g  a  5 %  s a l a r y  c u t  o n  a !! e m p l o y e e s  w i l l  m a k e  i t  e v e n  m o r e  d i f f i c u l t  
f o r  t h e  U n i v e r s i t y  t o  f i n d  t h e  s t a f f  i t  n e e d s  t o  c o m p e t e  w i t h  t h o s e  s c h o o l s .

I t  i s  m y  s i n c e r e  h o p e  t h a t  t i i e  s t a t e  l e g i s l a t u r e  i n v e s t i g a t e  o t h e r  w a y s  t o  m a k e  t h e  U n i v e r s i t y  
s y s t e m  m o r e  e f f i c i e n t  a n d  c o s t - e f f e c t i v e  b e f o r e  t a k i n g  s u c h  a n  e x t r e m e  m e n s u i e  a s  t h e  p r o p o s e d  
s a ln r y  c u t .

U a v e  M a t c e r



cc:Mail for: Linda Fink

S u b je c t : Re : HB251

F ro m : Becky Hulse at JN U _LA A  3/30/95 7:58 AM

T o : Linda Fink at JNU CAPITO L

I  w i l l  change th e  d a te  on th e  May one t o  A p r i l  5 th .  L e t  George know t h a t  he 
w i l l  need t o  s e t  one up f o r  th e  7 th .  Thanks L inda!
Becky
S u b je c t :  HB251 
A u tho r :  L ind a  F in k
Da te : 3 / 2 9 / 9 5  4 : 1 7  PM
HI BECKY. . .  GEORGE SAID THAT THE HOUSE LABOR & COMMERCE HB 251 TELECONFERENCE 
WILL EE ON WEDNESDAY AND FRIDAY OF NEXT WEEK, I . E . ,  APRIL 5 AND 7 FROM 3 TO 5. 
LET ME KNOW IF  THERE IS  A PROBLEM. LINDA

1
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T R A N S M IT T A L

to: Committee lor IIB 236
fax #: c/o 376-6180
re: HB 236
date: April 20, 1995
pages: 1, including cover sheet.

Please vote NO to the proposed 5%  pay cut for state employees!

I am a legal secretary with the Public Defender Agency in Palmer. I have 20 years of experience as a secretary. I cam 
approximately S25.000 a year. I work more than a 7-1/2 hour workday without comp time or overtime. I take no 
breaks during the day; most days I work through lunch. I provide secretarial, paralegal, oiliec management and 
receptionist duties for five attorneys, one investigator, and one or two interns. I also supervise one part time clerical 
person and. if we arc fortunate enough to get volunteer workers. 1 also supervise the JTPA trainees. Our office 
provides defense for 200+ new clients every month, so we are a very busy office. Sometimes we are the client's last 
chance for help, and we assist them in getting drug or alcohol rehabilitation or mental health counseling. We perform 
a very necessary service. The attorneys I work with put in long hours, working late into the night and weekends. No 
one in my office has an "easy State job," nor docs anyone in any of the agencies I work with (Courthouse, Juvenile 
Probation. Adult Probation. District Attorney's Office, Dept, of Corrections).

State employees arc underpaid; related jobs in Borough. Municipal oi Federal governments arc considerably higher. 
For example, os a legal secretary in the Federal Public Defenders, I made over S30.000. As a Polioe Clerk for the 
Muni, of Anchorage, I also made over $30,000. A legal secretary for lire Mat-Su Borough starts at $16.00 per hour! 
Attorneys at the Federal level start at $90,000 per year, in the State level they start at S-15,000 per year.

1 support a family of four almost entirely on my salary of S25.000 per year; my husband works as a newspaper 
carrier, and his salary is considerably less. A 5%  pay cut would amount to about $100 per month forme, which may 
not sound like a lot to people earning $50,000 plus a year, but at my salary that is a devastating loss. I've already 
suffered tiirough lltrcc years of wage freezes and the increase of insurance premiums. People like me at the lower end 
of the pay scale really hurt from those "little" tilings.

1 work very hard and 1 am very good at what 1 do. but I can't afford to work for the State if state employees arc going 
to be the target of the legislature, the media and the misinformed public. State employees arc just people working and 
try ing to survive like anvone else. Please vote against the 5°o pay cut.

From the ilnkof... 

Chiryl M cKtin ty

1701 Scotwood Drive 
Wajillu, AK 9965.1

907-3730)565
Fix.-



APR-21-95 FRI 07:11 PALtlER PUBLIC DEFENDER FAX NO. 907 746 5163 KOI

DATE: April 20, 1995

TO: Beverly IVfaxak

ALASKA PUBLIC DEFENDER AGENCY

FROM: Mary D e a v e r ^ y ^ u ^ .FROM:

RE: State Employees Pay Cut

I would like to take a moment to let you know how the proposed pay cut will affect 
me and to urge you to vote against it.

As an attorney, I am paid a good salary for which 1 am very grateful. However, I 
have almost $65,000 outstanding (n Alaska student loans and a loan payment of more 
than $650 per month. This considerably reduces the amount I have to live on. I 
also owe money to my family and friends, all of whom have helped me over the past 
few years as I struggled through school on loans. I ’d like to feel I can at last repay 
them.

Although I will feel the pay cut keenly, I have several co-workcrs who will feel the 
pinch even deeper. One attorney In our office has a family of six to support. His 
salary is considerably less than the salaries of municipal and federal attorneys despite 
the fact that public defenders generally have greater caseloads and work longer 
hours.

Our secretary makes $24,000 a year and she is the primary wage earner for a family 
of four. She is an Intelligent, educated powerhouse who functions more as an office 
administrator than as a secretary. We think she is grievously underpaid now; a pEy 
cut in her case is just plain unfair.

I hope you will support us with yourvote on the pay issue. I know state employees 
have a bad reputation, but most of us are dedicated, hardw orking employees.

md
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15:14:10 PARTICIPANT LIST (ALL PARTICIPANTS)

TCN:50435 SCHEDULED FOR:03/17/95 15:00 TO 17:00

03/17/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

PUBLIC HEARING

LOCATION:KEN/SOL 
HB.236 > -MS.

HB 236 MRS.

GINA

ELAINA

HOUSE LABOR & COMMERCE

SAMUEL

SPRAKER

DOC

SELF

LTN1150

BY:SOL

FOR:SOL

TESTIFY

TESTIFY

-Trr? •vy* * w * .,.

03/17/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

15:05:50 PARTICIPANT LIST (TESTIFIERS ONLY)

TCN:50435 SCHEDULED FOR:03/17/95 15:00 TO 17:00

PUBLIC HEARING

LOCATION:GLENNALLEN
HB 236 MR. ALLEN

HOUSE LAEOR & COMMERCE

ODELL
A V /  /

LTN1150 

B Y :JNU 

F O R :GLN

TESTIFY

’ * «■.!< '• t:**- *i:V

03/17/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

15:19:34 PARTICIPANT LIST (ALL PARTICIPANTS)

T C N :50435 SCHEDULED FOR:03/17/95 15:00 TO 17:00

PUBLIC HEARING HOUSE LABOR & COMMERCE

LOCATION:FAIRBANKS 

HB 236 MR.

HB 236 

HB 236

MS.

MS.

RICHARD

DEBRA

PAT

SEWARD

CHRISTIANSEN

MOSS

' ' f

LTN1150 

B Y :FBX 

FOR:FBX

TESTIFY

TESTIFY

TESTIFY





F I S C A L  N O T E

Revision D a te :________________________________________________________
Title: “An Act relating to workers' compensation insurance rate
filings: to second independent medical evaluations,,."__________
Sponsor: Mulder_______________________________________________________
Requestor: ( H ) I-& C________________________________________________  COM PONENT S E R IA L  NO. QQ71

EX P EN D IT U R ES/R EV EN U ES : (Thousands of Dollars)

STATE O F ALASKA BILL NO. HB237
1995 LEGISLATIVE SESSION

C A P ITA L EX P EN D IT U R ES 0.0 0.0 0.0 0.0 0.0 0.0

CHAN GE IN R EV E N U E S  ( ) 0.0 1 0.0 0.0 0.0 0.0 0.0

FUND S O U R C E : (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
O TH ER
TO TAL 0.0 0.0 0.0 0.0 0.0 0.0

O PERATIN G  EX P EN D ITU R ES F Y  96 FY  97 FY  98 FY  99 FY  00 FY  01
PERSO N A L S E R V IC E S
TRA V EL
CON TRACTUAL
S U P P L IES
EQUIPM ENT
LAND & S T R U C T U R E S
GRAN TS. CLAIM S
M ISCELLA N EO U S
TO TA L O PERATIN G 0.0 0.0 0.0 0.0 0.0 0.0

Department Affected: Administration
BRU : Risk Management_______________
Component: R isk Management

Estim ate of any current yea r (FY  95) co st: S-0- 

PO SITIO N S:
FULL-TIM E 0 0 0 0 0 0
PART-TIM E 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

AN ALYSIS: (Attach a separate page if necessary.)

There is no fiscal impact to the Division of Risk Management.

Prepared by: J . Brad.Thompson. Directoi 
Division: Risk Management.

Approved by Commissioner: Mark Bover
Agency: JlepartmeMflLAdnmistration-

Phone: 465-5723 
Date: _____________

Date:

Rev 01/95

PR EP A R ER  TO PROVIDE ALL DISTRIBUTION CO PIES TO GOVERNOR'S LEG ISLATIVE O FFICE 
For further distribution information, call the Governor's Legislative Office

Page . o f  1
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F I S C A L  N O T E

Revision Date;_________________________________________Department Affected: Labor____________
Title: W orkers1 Compensation_______________  BRU: Workers' Compensation_______
_________________Amendments________________________  Componsr__________________________________
Sponsor: Representative Mulder_________________ Workers' Compensation_______
Requestor: House Labor & Commerce_____________  COMPONENT SERIAL NO. 3 4 4

STATE OF ALASKA BILL NO. HB 237
1995 LEGISLATIVE SESSION

EXPENDITURES/REVENUES:_____________________________(Thousands of Dollars)
OPERATING FY 96 FY 97 FY 98 FY 99 FY 00 FY 01

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

CHANGE IN REVENUE 
FUND SOURCE#

FUNDING :___________________  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
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 year (FY95) impact: $ None
ANALYSIS: (Attach a separate page if necessary) Two sections of HB237 would fiscally impact the 
Workers' Compensation Division. Section 4 , AS 23.30.095 (k) ’ ...board may require that a second independent 
medical evaluation (SHALL) be conducted...' Having the board determine when an IME is necessary would 
reduce current work load of the adjudication unit. However, the workload reduction of Section 4 would be offset 
by Section 8, AS23.30.250 (b) ’ If the board after a hearing, finds that a person has obtained...’  This section 
requires additional hearings that would be complex in nature and require an increase in staff time. The 
combined effect of these two sections of HB 237 is a zero fiscal impact for the Division.________________________
Prepared by: Paul G rossl. Director   >_______________________ Phone : 465-2790
Division: Workers' Compensation Date :  3/10/95

Approved by Commissioner: Tom Cashen, Comm lsslpncr ^______
Agency: Department o f Labor  Date:  3/10/95

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

Rev 10/94 Page 1 of 1



FISCAL NOTE
1995 LEGISLATIVE SESSION
Revision Date: _____________________
Title:

STATE OF ALASKA

WorKers' Compc.isation Amendments

Sponsor:
Requestor:

Representatives Mulder, Porter

BELL NO. HB 237

Department: Commerce and Economic Development 
8RU : Insurance

Component: Operations

COMPONENT SERIAL NO. #354

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

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 General Fund
1005 GF/Program Receipts
1006 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 0.0

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

ANALYSIS: (Attach a separate page if necessary)
No fiscal impact.

Prepared by:
Division:
Approved by Commissioner: 
Agency:

Joan Brown, Administrative Officer 
Insurance / /
William L. Hensley_____________________________W > < ^ A .V p ’;
Commerce and Economic Development ^

Phone: 465-2597
Date: 3/8/95
Date:

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

Page 1 of 1
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15:10:37 PARTICIPANT LIST (ALL PARTICIPANTS)

TCN:50415 SCHEDULED FOR:03/15/95 15:15 TO 17:00 

PUBLIC HEARING HOUSE LABOR & COMMERCE

LOCATION ̂ ANCHORAGE
HB 237 KEVIN DOUGHERTY

03/15/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

HB 237 

HB 237

DAVID

WILLY

FORD

VAN HEMERT

LEG1SLATIVE ^ c o n f e r e n c e  NETWORK s y s t e m

15 • 45•18

PARTICIPANT LIS? (ALL PARTICIPANTS)

TCN:50415 SCHEDULED FOR:03/15/95 15:15 TO 17:00

PUBLIC HEARING HOUSE LABOR & COMMERCE

LOCATION:ANCHORAGE
HB 46

JIM

HB 237
KEVIN

HB 237
DAVID

HB 237
WILLY

LTN1150

BY:ANC

FOR:ANC

TESTIFY

TESTIFY

TESTIFY

LTN1150 

B Y :ANC 

F O R :ANC
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D a t e  R e f e r r e d :  M a r c h  6 ,  1 9 9 5  F U R T H E R  R E F E R R A L S :  J u d i c i a r y

D a t e  o f  C o m m i t t e e  A c t i o n :  3 ' ! $

T h e  L A B O R  A N D  C O M M E R C E  C o m m i t t e e  c o n s i d e r e d : H B  2 3 7

H O U S E  B I L L  N O .  2 3 7  W O R K E R S ’ C O M P E N S A T I O N  A M E N D M E N T S
" A n  A c t  r e l a t i n g  t o  w o r k e r s ’  c o m p e n s a t i o n  i n s u r a n c e  r a t e  f i l i n g s ;  t o  s e c o n d  i n d e p e n d e n t  m e d i c a l  e v a l u a t i o n s  
f o r  w o r k e r s ’  c o m p e n s a t i o n  c l a i m s ;  t o  i m m u n i t y  f o r  t h i r d - p a r t y  d e s i g n  p r o f e s s i o n a l s  f r o m  c i v i l  a c t i o n s  b y  
r e c i p i e n t s  o f  w o r k e r s ’  c o m p e n s a t i o n  b e n e f i t s ;  t o  w o r k e r s ’  c o m p e n s a t i o n  d e a t h  b e n e f i t s ;  t o  c o m p u t a t i o n  o f  
w o r k e r s ’  c o m p e n s a t i o n  b e n e f i t s ;  t o  p e n a l t i e s  f o r  f r a u d u l e n t  a c t s  r e l a t e d  t o  w o r k e r s ’  c o m p e n s a t i o n ;  t o  i m m u n i t y  
f o r  e m p l o y e r  w o r k p l a c e  s a f e t y  i n s p e c t i o n s  r e l a t e d  t o  w o r k e r s ’  c o m p e n s a t i o n  i n s u r a n c e ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e . "

recommends it be replaced
with the following committee substitute

f  ]  t h e  s a m e  t i t l e  
[  ]  a  n e w  t i t l e

| a d d i t i o n a l  r e f e r r a l  t o ___
1 a t t a c h e d  a m e n d m e n t ( s )

C o m m i t t e e

A D O P T S : L e t t e r  o f  I n t e n t

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :  (Ucp0 A P P R O V E S  P R E V I O U S :

| | f i s c a l  n o t e ( s )  _____________________________________  [  ]  f i s c a l  n o t e ( s )  ________________

(Dcpt/Dile)

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

LH-

C H A I R ’ S  S I G N A T U R E .

S IG N IN G  W IT IU R E C O M M E N D A T IO N S
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M E M O R A N D U M

DATE: 09 March, 1995

TO: Rep. Pete Kott, Chair
House Labor and Commerce Committee

FROM: Rep. Eldon

RE: HB 237

I respectfully request that the House Labor and Commerce Committee schedule a hearing 
on HB 237, relating to worker's compensation reform. I have attached copies of the 
legislation, a sponsor statement, and other backup information. The Department of Labor 
is currently compiling a fiscal statement which will be forwarded to your office upon 
completion. Please contact my office if you have any questions. Thank you.

At ask a Si aii C \ i i rt >i; )i M u , AK 49801*1182 • P iiom  (‘>07) 465 2647 • Fan (907) 465-3518 
716 W. 4 ni Ay im  i ; Anh io iia i.i , AK 99501-2133 • P iiom  (907) 258-8193 • Fax (907) 258-5511



Sponsor Statem ent
House Bill 237

For the past 13 years, the Ad Hoc Committee on Workers' Compensation, a private citizen 
initiative group with representatives from both management and labor associations from 
around the state, has been working to find solutions to the concerns surrounding Alaska's 
Workers' Compensation system. Through their efforts the Ad Hoc Committee has been 
very instrumental in getting several pieces of major workers' compensation reform passed 
by the legislature.

In October of 1993, the Ad Hoc Committee began meeting regularly and came up with the 
framework of what is now House Bill 237. The Ad Hoc Committee addressed six specific 
problem areas in Alaska's workers' compensation laws and came up with solutions 
agreeable to both labor and management. The six issues dealt with by the Ad Hoc 
Committee and now House Bill 237 are: death benefit revision, immunity for workplace 
safety inspections (also known as Van Biene), design professional construction site liability 
limit, contractor premium adjustable rate, determination of spendable weekly wages (also 
known as Gilmore), and workers' compensation fraud. Attached to this sponsor statement 
is a letter from the Ad Hoc Committee giving a break down of these six issues.

It is my hope that the effort put forth by this group will be recognized for its importance 
and House Bill 237 will be accepted without change.
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T h e  H o n o ra b le  E ld o n  M u ld e r 
A la s k a  S ta te  L e g is la tu re  

S t a t e  C a p ito l
J u n e a u ,  A la s k a  9 9 8 0 1 -1 1 8 2  

D e a r  R e p re s e n ta t iv e  M u ld e r :

T h e  A la s k a  L a b o r-M a n a g e m e n t  A d  H o c  C o m m it te e  o n  W o rk e r s ' C o m p e n s a t io n  
is  in its  th irte e n th  y e a r  of s e r v ic e  a s  a  p r iv a te  c it iz e n  in it ia t iv e  g ro u p  fo rm e d  to 
fa ir ly  a d d r e s s  c o n c e rn s  in re g a rd  to the  A la s k a  W o rk e rs ’ C o m p e n s a t io n  s y s te m . 
Il: w a s  th ro u g h  the e ffo rts  o f th e  A d  H o c  C o m m it te e  th a t m a jo r  le g is la t iv e  re fo rm  

w a s  p a s s e d  in 1 9 8 9 . T h o s e  m e a s u r e s  r e s u lt e d  in  fo u r  y e a r s  o f p re m iu m  
re d u c t io n s , w ith  1 9 9 4  b e in g  th e  firs t  y e a r  o f a  ra te  in c r e a s e  s in c e  1 9 8 7 .

T h e  A d  H o c  C o m m itte e  h a s  b e e n  m e e t in g  re g u la r ly  s in c e  O c to b e r , 1 9 9 3  in a n  

a tte m p t to w o rk  th ro u g h  s o m e  m a jo r  i s s u e s  re la te d  to w o r k e r s ’ c o m p e n s a t io n . 
W e  h a v e  re c e n t ly  re a c h e d  a  re so lu tio n  o n  s e v e r a l  k e y  ite m s  th a t  fo rm  th e  b a s is  
o f o u r  p ro p o s e d  1 9 9 5  le g is la t io n . O u r  p ro p o s e d  le g is la t io n  h a s  h a d  a
p re lim in a ry  re v ie w  b y  th e  D iv is io n  o f W o rk e rs ’ C o m p e n s a t io n  T h e  p ro p o se d  bill
c o n ta in s  th e  fo llow ing  e le m e n t s :

• D e a t h  B e n e f it  R e v is io n  - T h e  c u r re n t  d e a th  b e n e fit  h a s  a  1 0 -y e a r  c a p  

a n d  a ls o  c a lls  fo r  th e  re d u c t io n  o f b e n e f it s  a t th e  5 -  a n d  8 - y e a r  tim e  
f ra m e . A lth o u g h  th e  1 0 -y e a r  c a p  is  s t il l  re ta in e d  to c o n tro l th e  c o s t  o f 
c la im s ,  it w a s  s u g g e s t e d  th a t  th e  re d u c t io n  in t e r v a ls  c o u ld  c r e a te

h a rd s h ip s  fo r  a  s u rv iv in g  s p o u s e  w ith  s m a l l  c h i ld r e n . It h a s  b e e n

e s t im a te d  th a t th e  e lim in a t io n  o f th e  5- a n d  8 - y e a r  re d u c t io n s  w ill re su lt 
in  a n  a v e ra g e  p re m iu m  in c re a s e  o f 0 .6 % .

V a n  B le n e  - T h is  p o rtio n  o f th e  b ill p ro v id e s  im m u n ity  fo r in s u ra n c e  
c a r r ie r s ,  trad e  a s s o c ia t io n s  a n d  o th e r  p e r s o n s  p ro v id in g  w o rk s ite  s a fe ty  
in s p e c t io n s . T h e s e  in s p e c t io n s  a r e  o fte n  v o lu n ta ry  a n d  a r e  co n d u c te d  
in  th e  in te re s t  o f p ro m o tin g  s a fe t y  in  th e  w o r k p la c e .  W ith o u t  th is  

im m u n ity , m a n y  o f th e  w o rk p la c e  s a fe t y  in s p e c t io n s  w ill b e  c u rta ile d  to 
 th e  d is a d v a n ta g e  o f both  e m p lo y e e s  a n d  e m p lo y e rs .
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D e s ig n  P r o f e s s i o n a l  C o n s t r u c t i o n  S i t e  L i a b i l i t y  L im it  - D e s ig n  

p r o f e s s io n a ls  ( i . e .  a r c h i t e c t s ,  e n g in e e r s  a n d  la n d  s u r v e y o r s )  h a v e  

lim ite d  in v o lv e m e n t  a t  th e  c o n s t r u c t io n  s i t e  w ith  t h e ir  m a in  fu n c t io n  

b e in g  p e r io d ic  o b s e r v a t io n  fo r  c o n fo r m a n c e  to  d e s ig n  r e q u ir e m e n t s .  

W h i le  th e  ro le  o f d e s ig n  p r o f e s s io n a ls  i s  c l e a r l y  d e f in e d  in  c o n t ra c t  

la n g u a g e ,  t h e r e  h a v e  b e e n  a  n u m b e r  o f i n s t a n c e s  in  w h ic h  d e s ig n  

p r o f e s s io n a ls  h a v e  b e e n  d r a w n  in to  la w s u i t s  b a s e d  s im p ly  o n  th e ir  

p r e s e n c e  a t  th e  s ite .

T h e  p ro p o s e d  s ta tu te  s t ill a l lo w s  th e  in ju re d  e m p lo y e e  o f th e  c o n tra c to r  

to b r in g  s u it  a g a in s t  th e  d e s ig n  p r o fe s s io n a l  b a s e d  o n  n e g lig e n t  p la n s  

a n d  s p e c i f ic a t io n s .  H o w e v e r ,  th e  s t a t u t e  p r e v e n t s  th e  m o re  g e n e r a l  

c h a r g e  o f p r o fe s s io n a l  n e g lig e n c e  th ro u g h  fa i l in g  to d e t e c t  p o te n t ia lly  

d a n g e r o u s  c o n d it io n s  d u r in g  o b s e r v a t io n  o f  c o n s t r u c t io n .  T h e  

re c o g n it io n  a n d  c o r re c t io n  o f s u c h  c o n d it io n s  i s  t h e  s o le  r e s p o n s ib i l i t y  

o f th e  c o n s t ru c t io n  c o n tra c to r  w h o  h a s  c o n tro l o f th e  w o r k .

F o u r t e e n  o th e r  s t a t e s  p ro v id e  a  s im i l a r  im m u n it y ,  w ith  e ig h t  s t a t e s  

u t iliz in g  n e a r ly  id e n t ic a l  la n g u a g e .

• C o n t r a c t o r  P r e m iu m  A d j u s t m e n t  R a t e  - T h e  c o n s t r u c t io n  in d u s t ry  

h a s  lo n g  s o u g h t  a  m o re  e q u it a b le  m e th o d  o f  d is t r ib u t in g  th e  c o s t  o f 

w o r k e r s '  c o m p e n s a t io n  p r e m iu m s . W ith  th e  la r g e  v a r ia n c e  in  p a y  

s c a l e ,  h ig h e r  p a y in g  e m p lo y e r s  p a y  a  l a r g e r  c o s t  fo r  w o r k e r s '  

c o m p e n s a t io n  a l t h o u g h  s o m e  c o s t s  r e la t e d  to  in ju r ie s  a r e  f ix e d  

r e g a r d le s s  o f  w a g e  (e .g .  m e d ic a l ,  v o c a t io n a l  r e h a b i l i t a t io n ) .  T o  b rin g  

a b o u t  a  m o re  e q u ita b le  s y s t e m , t w e lv e  s t a t e s  h a v e  a d o p te d  re g u la t io n s  

e s t a b l i s h in g  a  p r e m iu m  a d ju s t m e n t  p r o g r a m  fo r  t h e  c o n t r a c t in g  

c la s s i f i c a t io n s .  T h e  p r o c e s s  i s  h a n d le d  a d m in is t r a t iv e ly  b y  th e  ra te  

se tt in g  a u th o r ity .

• D e t e r m in a t io n  o f  S p e n d a b l e  W e e k l y  W a g e s  - A  r e c e n t  S u p r e m e  

C o u r t  d e c is io n  in  t h e  G ilm o re  c a s e  h a s  re s u lt e d  in  c o n fu s io n  re g a rd in g  

th e  c a lc u la t io n  o f c o m p e n s a t io n  b e n e f i t s .  T h e  p r o p o s e d  le g is la t io n  

p r o v id e s  a  f a ir ,  e f f ic ie n t  a n d  p r e d ic t a b le  m e t h o d  o f  c a lc u la t in g  

c o m p e n s a t io n  b e n e f it s .  T h e  m e th o d s  d e v e lo p e d  a r e  p a t te rn e d  a f t e r  

m o d e l la n g u a g e  s u g g e s t e d  b y  t h e  c o u r t  in  t h e  G i lm o r e  ru lin g . T h e  

le g is la t io n  r e c o g n i z e s  t h e  im p o r t a n c e  o f  e s t a b l i s h in g  a  f a i r  

a p p r o x im a t io n  t h a t  d o e s  n o t  r e l y  o n  v a r i o u s  o p e n - e n d e d  

d e te rm in a t io n s  th a t  c a u s e  u n c e r t a in t y  a n d  i n c r e a s e s  l it ig a t io n  fo r  b o th  

th e  in ju re d  w o r k e r  a n d  th e ir  e m p lo y e r s .

• F r a u d  - T h e  r e v i s e d  s e c t io n  b r o a d e n s  t h e  d e f in i t io n  o f 

m is r e p r e s e n t a t io n  a n d  g i v e s  t h e  B o a r d  t h e  a u t h o r i t y  to  o r d e r  

re im b u rs e m e n t  o f m o n ie s  f r a u d u le n t ly  o b ta in e d .
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T h e  A d  H o c  C o m m it te e  s u p p o r t s  th e  p r o p o s e d  b ill a s  a  s in g le  p a c k a g e  a g re e d  

to b y  bo th  s id e s .  If y o u  h a v e  a n y  q u e s t io n s  p e r ta in in g  to  a n y  p o rt io n  o f th e  b ill, 

p le a s e  fe e l f r e e  to c o n ta c t  u s  a t  a n y  t im e .

W e  w o u ld  a ls o  lik e  to  p o in t  o u t th a t  t h e r e  a r e  m o re  i s s u e s  in v o lv in g  w o rk e r s '  

c o m p e n s a t io n  th a t  w e  w ill b e  a d d r e s s in g  in  th e  fu tu re . T h e s e  in c lu d e  g ro u p  

s e lf - in s u r a n c e ,  m e d ic a l c o s t  c o n ta in m e n t  (th e  m e d ic a l c o s t  p o rt io n  o f w o rk e r 's  

c o m p e n s a t io n  p a y o u ts  in  A la s k a  h a v e  m o re  t h a n  d o u b le d  b e tw e e n  1 9 8 8  a n d  

1 9 9 2 , fro m  a p p r o x im a te ly  $ 2 0  m ill io n  to  in  e x c e s s  o f  $ 5 0  m il l io n ) ,  r e v ie w  o f 

p r e s u m p t io n  o f  c o m p e n s a b i l i t y ,  a n d  r e v ie w  o f b e n e f i t s  in c lu d in g  h e a lth  

in s u r a n c e .  T h e s e  i s s u e s  w il l  t a k e  f u r t h e r  r e s e a r c h  a n d  a  g r e a t  d e a J  o f 

d i s c u s s io n  w ith  v a r io u s  g r o u p s  b u t t h e y  m u s t  b e  d e a lt  w ith  to  in s u r e  th a t  

A la s k a 's  W o r k e r s '  C o m p e n s a t io n  s y s t e m  a d e q u a t e ly  p r o t e c t s  in ju r e d  w o r k e r s  

w h ile  m a in ta in in g  a n  e q u ita b le  p ro g ra m  fo r  e m p lo y e r s .

W e  t h a n k  y o u  fo r  y o u r  p a t ie n c e  in  a l lo w in g  th e  A d  H o c  C o m m it te e  to p re p a re  

o u r  a g re e m e n t  a n d  w e  lo o k  fo rw a rd  to  y o u r  c o n t in u e d  s u p p o r t  in  th e  fu tu re .

S in c e r e ly  y o u r s ,

W ille m  V a n  H e m e rt  

C R W  E n g in e e r in g  G ro u p D is t r ic t  C o u n c i l  o f  L a b o r e r s

E la in e  T a y lo r  

T a y lo r e d  R e s to r a t io n  S e r v i c e s

J e f f r e y  W e r tz  

M a c h in is t  U n io n  L o c a l  6 0 1

M a ry  S h ie ld s  

N o r th w e s t  T e c h n ic a l  S e r v i c e s

R o y c e  R o c k  

C a r p e n t e r s  U n io n  L o c a l  1281

E r i c  T o l le f s e n  

C A R R S  Q u a lity  C e n t e r s  

T r e a s u r e r ,  W C C A

D a v id  F o rd  

A la s k a  I ro n w o r k e r s

c c :  S e n a t o r  T im  K e l ly

R e p r e s e n ta t iv e  P e t e  K  ott 

R e p r e s e n ta t iv e  B r ia n  P o r te r
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S U B J E C T :

T O :

F R O M :

Y o u  h a v e  r e q u e s t e d  a  s e c t i o n a l  s u m m a r y  o f  t h e  a b o v e - d e s c r i b e d  b i l l .

A s  a  p r e l im i n a r y  m a t t e r ,  n o t e  t h a t  a  s e c t i o n a l  s u m m a r y  o f  a  b i l l  s h o u ld  n o t  b e  c o n s i d e r e d  a n  
a u t h o r i t a t i v e  i n t e r p r e t a t i o n  o f  t h e  b i l l  a n d  t h e  b i l l  i t s e l f  is  t h e  b e s t  s t a t e m e n t  o f  i t s  c o n t e n t s .  
I f  y o u  w o u l d  l i k e  a n  i n t e r p r e t a t i o n  o f  t h e  b i l l  a s  i t  m a y  a p p l y  t o  a  p a r t i c u l a r  s e t  o f  
c i r c u m s t a n c e s ,  p le a s e  a d v i s e .

S e c t i o n  I  F i n d i n g s  a n d  p u r p o s e  f o r  s e c t i o n  7 .

S e c t i o n  2 .  P r o h i b i t s  a n  i n c r e a s e d  i n s u r a n c e  r a t e  f i l i n g  f o r  w o r k e r s '  c o m p e n s a t i o n  i n s u r a n c e ,  
i f  t h e  r a t e  is  b a s e d  o n  a  r i s k  in  t h e  c o n s t r u c t i o n  i n d u s t r y  a n d  t h e  r i s k  o n l y  c o n s i s t s  o f  a  h i g h e r  
w a g e  r a t e .  R e q u i r e s  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  i n s u r a n c e  t o  a c c e p t  c e r t a i n  w o r k e r s '  
c o m p e n s a t i o n  r a t e  f i l i n g s .

S e c t i o n  3 .  P r o v i d e s  t h a t  a  d e s i g n  p r o f e s s i o n a l  w h o  p r o v i d e s  p r o f e s s i o n a l  s e r v i c e s  f o r  a  
c o n s t r u c t i o n  p r o j e c t  m a y  n o t  b e  h e ld  c i v i l l y  l i a b le  f o r  a n  i n j u r y  t o  a  p e r s o n  r e c e i v i n g  w o r k e r s '  
c o m p e n s a t i o n  b e n e f i t s  i f  t h e  p e r s o n  i s  i n ju r e d  a t  t h e  j o b  s i t e  o f  t h e  c o n s t r u c t i o n  p r o j e c t .  
P r o v i d e s  c e r t a i n  e x c e p t i o n s  f o r  t h e  im m u n i t y  o f  t h e  d e s i g n  p r o f e s s i o n a l .

S e c t i o n  4 .  C h a n g e s  t h e  s e c o n d  in d e p e n d e n t  m e d i c a l  e x a m in a t i o n  o f  a n  i n j u r e d  e m p l o y e e  f r o m  
m a n d a t o r y  t o  o p t i o n a l  a t  t h e  r e q u e s t  o f  t h e  b o a r d  in  c a s e s  w h e r e  t h e r e  i s  a  m e d i c a l  d i s p u t e  
o v e r  w o r k e r s '  c o m p e n s a t i o n  c o v e r a g e .

S e c t i o n  5 .  R e q u i r e s  t h a t  b e n e f i t s  p a y a b le  t o  r e c i p i e n t s  r e s i d i n g  o u t s i d e  o f  A l a s k a  b e  c a l c u l a t e d  
o n  w a g e s  e a r n e d  in  A l a s k a ,  i f  A S  2 3 . 3 0 . 2 2 0 ( a ) ( 6 ) ,  ( 7 ) ,  o r  ( 1 0 )  a p p l y  t o  t h e  c a l c u l a t i o n  o f  
g r o s s  w e e k l y  e a r n i n g s .

S e c t i o n  6 .  C h a n g e s  d e a t h  b e n e f i t s  t o  p r o v i d e  t h a t  b e n e f i t s  a r e  n o t  r e d u c e d  a t  f i v e  a n d  e i g h t  
y e a r s  a f t e r  d e a t h ,

S e c t i o n a l  S u m m a r y  o f  H B  2 3 7 .  ( W o r k  O r d e r  N o .  9 - L S 0 7 7 8 \ C )

R e p r e s e n t a t i v e  E l d o n  M u ld e r  
A t t n ;  T im

M i c h a e l  F .  F o r d  ^  
L e g i s l a t i v e  C o u n s e l



S e c t i o n  7 .  P r o v i d e s  f o r  c a l c u l a t i o n  o f  a n  e m p lo y e e ' s  g r o s s  w e e k l y  e a r n i n g s .  G r o s s  w e e k l y  
e a r n i n g s  m i n u s  p a y r o l l  t a x  d e d u c t i o n s  e q u a l  t h e  e m p lo y e e ' s  s p e n d a b le  w e e k l y  w a g e .  T h e  
e m p l o y e e ' s  s p e n d a b le  w e e k l y  w a g e  i s  u s e d  t o  c a l c u l a t e  t h e  c o m p e n s a t i o n  d u e  a n  i n j u r e d  
e m p l o y e e  u n d e r  A S  2 3 . 3 0 .

S e c t i o n  8 .  I m p o s e s  p e n a l t i e s  f o r  f r a u d u l e n t  o r  m i s l e a d i n g  a c t s  r e l a t e d  t o  w o r k e r s '  
c o m p e n s a t i o n  b e n e f i t s .  R e q u i r e s  t h a t  a  p e r s o n  w h o  o b t a i n s  b e n e f i t s  f r a u d u l e n t l y ,  m u s t  m a k e  
f u l l  r e im b u r s e m e n t  a n d  p a y  c o s t s  a n d  a t t o r n e y  f e e s  o f  t h e  e m p l o y e r  a n d  e m p l o y e r ' s  c a r r i e r .  
P r o v i d e s  f o r  d e f a u l t  a n d  c o l l e c t i o n  p r o c e d u r e s .

S e c t i o n  9 .  P r o v i d e s  t h a t  a n  e m p lo y e r ' s  s a f e t y  i n s p e c t o r  i s  n o t  c i v i l l y  l i a b le  f o r  a c t s  o r  
o m i s s i o n s  in  p e r f o r m i n g  c e r t a i n  w o r k p l a c e  s a f e t y  s e r v i c e s ,  u n l e s s  t h e  a c t  o r  o m i s s i o n  
c o n s t i t u t e s  i n t e n t i o n a l  m i s c o n d u c t .

S e c t i o n  1 0 .  D e f i n i t i o n s  o f  s e a s o n a l  a n d  t e m p o r a r y  w o r k .

S e c t i o n  1 1 .  T r a n s i t i o n  s e c t i o n  f o r  c e r t a i n  i n s u r a n c e  r a t e  f i l i n g s .

S e c t i o n  1 2 .  A p p l i c a b i l i t y  s e c t i o n  f o r  s e c t i o n  2 .

S e c t i o n  1 3 .  E f f e c t i v e  d a t e .

R e p re s e n ta tiv e  E ld o n  M u ld e r
M a rc h  10, 1995
P a g e  2

M F F . g l c  
9 5 - 2 1  l . g l c





HOUSE LABOR AND COMMERCE COMMITTEE

SPONSOR STATEMENT 
CS HB 238(STA)

The Department of Labor has taken the position that direct 
sellers are within the coverage of Alaska's unemployment 
compensation statutes. CS HB 238(STA), should it become law, 
provides an exemption for direct sellers from such coverage.

Direct sellers are not employees in the common understanding 
of the term. They are individuals who sell products, with no 
supervision, directly to their customers. They are not paid a salary, 
and they are not paid on an hourly basis. Their compensation is 
based solely on their success in selling products. Because of these 
factors, direct sellers are individual contractors and not employees, 
and therefore they are outside the underlying purpose of 
unemployment, com pensation .

The federal government, for purposes of the Internal Revenue 
Code, does not consider direct sellers to be employees. CS HB 
238(STA) adopts, by reference, the federal standard. Thus, passage 
of HB 238 conforms Alaska law with the treatment accorded to direct 
sellers by federal law.

Your support is encouraged.
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( I f  y o u  iI d  n o t  r e c e i v e  t h i s  FAX c o m p l e t e ,  

n i e a c c  c a l l  309-598-8598 o r  FAX 309-594-8961)

DATE: A p r i l  7 , 1 9 9 5
FAX TO : R e p .  P e t o  K o t t

A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  AK 9 9 0 0 1 - 1 1 0 2

FAX HO: ( 9 0 7 )  4 G 5 - 2 8 1 9
FAX FROM: M u l f o r d  J .  H obbs

P r e s i d e n t  a n d  CKO
SU B JEC T : A d o p t i o n  o f  H ou se  B i l l  2 3 8
VO. OF PAGES: 1
( i n c l u d i n g  t h i s  s h e e t )

D e a r  R e p r e s e n t a t i v e  K o t t :
As t h e  P r e s i d e n t  o f  a  d i r e c t  s a l e s  c om p an v  d o i n g  b u s i n e s s  
f o r  o v e r  3 6  y e a r 3 ,  I  s t r o n g l y  b e l i e v e  t h a t  d i r e c t  s e l l e r s ,  
a s  s m a l l  i n d e p e n d e n t  b u s i n e s s  p e o p l e ,  s h o u l d  n o t  b e  e l i g i b l e  
f o r  u n e m p lo y m e n t  c o m p e n s a t i o n .
D i r e c t  s a l e s  p e o p l e  a r e  n o t  e m p lo y e e s  o f  t h e  c o m p a n y .  T h e y  
a r e  i n  b u s i n e s s  f o r  t h e m s e l v e s .  T h e i r  e a r n i n g 3  a r e  b a s e d  
u p o n  t h e i r  s a l e s  e f f o r t s ,  T h e r e  a r e  l i t e r a l l y  m i l l i o n s  o f  
d i r e c t  s e l l e r s  i n  t h e  U n i t e d  S t a t e c  a l o n e .  T h e  m oney  t h a t  
t h e y  e a r n  t r o m  t h e i r  p a r t - t i m e  e f f o r t s  i n  d i r e c t  s e l l i n g  
c o n t r i b u t e s  g r e a t l y  t o  t h e  e c o n om y  o f  e v e r y  c i t y ,  t o w n ,  
c o u n t y  a n d  s t a t e .  T h e  e f f e c t  o f  m a k in g  th em  e m p lo y e e s  w o u ld  
c a u s e  many c o m p a n ie s  t o  g e t  o u t  o f  t h e  d i r e c t  s e l l i n g  
b u s i n e s s  b e c a u s e  o f  t h e  i n c r e a s e d  r e c o r d  k e e p i n g  
r e q u i r e m e n t s  a n d  c o s t s .  I t  w o u ld  a l s o  dem and  m o r e  s t r i n g e n t  
r e q u i r e m e n t s  o n  t h e  d i r e c t  s e l l i n g  i n d i v i d u a l ' s  t im e  a n d  
r e p o r t i n g .  T t  w o u ld  make i t  . im p o s s i b l e  f o r  a  l a r g e  
p e r c e n t a g e  o f  t h e s e  p e o p l e  t o  r e m a i n  i n  t .he d i r e c t  s e l l i n g  
b u s i n e s s  a n d  a i s o  h a v e  a  d e f i n i t e  e f f e c t  o n  t h e  e c o n o m y .
H ouBe B i l l  2 3 8  c o n f i r m s  t h i n  s t a t u s  b y  r e f e r r i n g  t o  a n  
a c c e p t e d  s t a n d a r d  o f  t h e  f e d e r a l  l a w  a n d  e l i m i n a t e s  a n y  
c h a n c e  t h a t  e x i s t i n g  law  c o u l d  b e  m i s a p p l i e d  t o  d i r e c t  
s e l l e r s .
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I  t r c j s  y o u  t o  s u p p o r t  tTouse H i l l  2 3 8  o n  b e n a i i  o f  a i l  t h e  
d i r e c t  s e l l i n g  c o m p a n ie s  i n  t h e  iT n i t e d  S t a t e s .
Thank- y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  H o t  y e  B i l l  2 3 f j .
S i n c e r e l y  y o u r s ,
. ' P t r w r n n p  r M w e M T i n i T m i . i  t i . p
-  —  «  -  • —  a  u t v A u i A  a  u n n x j  f  i  t i c  .

. l) . >— —/ V. ) -t 1 J? /  •
"  s  • j  cri t'K ^ x . * y  /  c ir o  "7--

y
Mu 1 f o r d  >7. N ubbs 
P r e s i d e n t  a n d  CEO
V  1M  • -U .t• ft* I  | »*

TflTAi P. no?



V / / /  VECTOR
Marketing Corporation 

March 27, 1995

Pete Kott, Chair
Alaska State Legislature
House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

RE: ALASKA H.B. 238 and S.B. 122 Unemployment Compenstion

POSITION: OPPOSE AS DRAFTED, SUPPORT AMENDMENT TO ADOPT FEDERAL 
EXEMPTION LANGUAGE ONLY

Dear Chairman Kott:

It is my understanding that the above referenced bills were 
supposed to exempt direct sellers from unemployment compensation, 
but would only protect sellers who are physically present in a 
consumer's home at the time of sale, and only for transactions that 
occur in the customer's home.

These bills would create a definition of a direct seller which is 
not consistent with how a direct seller operates. Direct sellers 
engage in a variety of selling methods. Sales by direct sellers 
may occur in the direct sellers home, someone else's home, or an 
office. Many direct sales presentations are made at parties in an 
individual's home, where the home belongs to a third party, and not 
the customer or seller.

The federal government and dozens of other states have adopted 
direct seller exemptions with exemption language which is 
consistent between the states and the federal government. This 
language has been the result of thousands of hours of work by many 
parties to promote a level consistency for direct selling companies 
operating in several states across the nation. Alaska should adopt 
a direct seller exemption which conforms to exemptions adopted by 
other states and the federal government.

As the bills are currently written, most direct sellers in Alaska 
would not be able to take advantage of the proposed direct seller 
exemption. If the bills are not changed, they will not benefit the 
direct sellers or the direct selling industry in Alaska.

Sincerely,

Christopher J. Panus 
Legal Coordinator

cc: Executive Board
"16 East vtuie trrei e r r >  x'i :~eC -622R 
( 716 )  373-6141 • i- 7161 .-T3 &145

♦)CUTCO The Worlds Finest Cutlery

R E C E IV E D

APR ■ 1395

Htli  .................



DSA SUG G ESTED  A M ENDM ENT 
TO  A LA SKA ’ S LA BO R  AND W O R K E R S ’ CO M PENSAT ION  LA W

ALTERNATIVE U1

Sec. 2 3 .2 0 .5 2 6 (a ) is amended by adding a new paragraph to read:

(2 1 ) service by a direct sellers i f

(A ) such person is:

( i ) engaged in the trade o r business o f  selling (o r  soliciting the sale 
o f ) consumer p roducts/services or-sahei iu ltsg& les^o any buyer on a buy-sell basis o r a 
deposit-commission basis fo r  resale (by the buyer o r any other person) in the home o r 
otherwise than in a permanent retail establishment, o r (ii ) is engaged in the trade o r 
business o f  selling (o r  soliciting the sale o f ) consumer products, services o r  other 
intangibles in the home o r otherwise than in a permanent retail establishment,

(B )  substantially all the remuneration (whether o r  not paid in cash) fo r the 
performance o f  the services described in subparagraph (2 1 ) (A ) is directly related to sales 
o r other output (including the performance o f  services) rather than to the number o f  hours 
worked, and

(C ) the services performed by the person are performed pursuant to a 
written contract between such person and the person fo r whom the services are performed 
and such contract provides that the person will not be treated as an employee fo r  federal 
and state tax purposes.

DSA SUG G ESTED  AM ENDM ENT 
TO  A LA SKA ’ S LA BO R  AND W O R K E R S ’ CO M PENSAT ION  LA W

ALTERNATIVE U2

Sec. 2 3 .2 0 .5 2 6 (a ) is amended by adding a new paragraph to read:

(2 1 ) services by a direct sellers as defined by 26  U .S .C . Section 3508 .
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Important Change 
for 1993
Section 173deduction. The section ^ d e ­
duction lias been Increased to $17,500 for 
property placed in service alter Oecentjor 31, 
1692. Soo Section 179 Deduction, later.

Important Reminder
Schedule C-EZ. You may be able to use 
Schedule C-EZ. Net Profit From Business, for 
1990 if you operated a business or practiced a 
profession as a sola proprietor and you meet 
a l ol the following roquiemomtn

1) Had gross receipts of $25,000 or leu .

2) Had expenses of $2,000 or less.
3) Use the cash method of aocounling,

4) Did not have a net loss from your 
business.

5) Had only one business as a sole 
proprietor.

C) Had no employees for the year.

7) Aro not required Io file Fofm 4562.

R) Do not deduct expenses for business use 
of your homo.

9) Do not have prior yoarunallowod passive 
octrvrty losses from this business.

Introduction
This publication provides goneral tax informa­
tion for direct sellers. It dscuwes the tax Ueat- 
monlof Income, expenses, and other iloms re- 
la tod to your direct soiling business.
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This publication b not intended lor the 
salesperson who works In a store, se lls 
through n retail sales ouitet, or sells the nm- 
ployer's product away from the employer's 
place o< business.

Useful Items
You may want to sort

Publication
□  15 Circular E, Employer'sTax Guide
G 453 Travel. Erltftainmaui, and Gift 

Expenses

O 505 Tax Wlihhokfing and Estimated 
Tax

G 525 Taxable and NontaxaMc Income

G 533 Self-Employment Tax
□ 53S Business Expenses
□  53S Accounting Periods and Methods
□  563 Taxpayers SLurtng a Ousinoss

□  567 Business Usoot Your Home

□  917 Business Uso of a Car

□  937 Employment Taxes and 
Informal/on Returns

□  948 How To Begin Depreciating Your 
Property

Form (and Instructions)

□  85-4 Application lot Employer 
Identification Number

O Sch A(Form 1040) Itemized 
Deductions

Q Seh C (Form 1040) ProficrLoM  
From Business

□  SchSE (Form 1040) Self- 
Employment Tax

□  1040 U.S. Individual Incomo Tax 
Roturn

□  104O-CS Estimated Tax tor Individuals

O 1099-M ISC Miscellaneous Income

□  2210 Underpayment ol Estimated Tax 
by Indrvkteab and Fiduciaries

□  4562 Depreciation and Amortization

□  6196 At-Blsk limitations

□  6029 Expenses tor Business Use of 
Your Home

Ordering publcatlona and forms. To order 
free publications and forms, call our toll-free 
telephono txxnbcr 1-000-TAX-FORM (1-600- 
820-3676). You con also writo lo the IRS 
Forms Distribution Center nearest you. Chnr.k 
your income tax package lor the address.

Direct Sellers
Direct sellers sell consumer products to others 
on a poroon to person basis, usually working 
out of Ihoircwn homes. They may soil door-to- 
door. through the sales party plan, or by ap­
pointment in someone etee’s  home. Their cus­
tomers may be cowgrkers. friends, relatives,

or neighbors, They may sen on a regular basis 
or only occasionally. Thoy may soil ns fuli-tme 
work or as a skfolinc Io a regular (ob.

A direct seller usually signs up wilh a par­
ticular company to sell Its product lino. The 
company may use one of many titles for ds di­
rect sellers, including:

Consultant

Coordinator
Dealer

Oemonslrator
Designer

Director
Distributor and direct rtslributor 

Instructor

Manager or supervisor
Repreeentativo or sales representative

Self-employed. You are self-employed r s  a 
direct seller if you meet all of the following 
conditions:

1) You arc engaged in the trade or business 
of Selling or soliciting the sale ol con­
sumer products, either—

a) In a horns or other place (hat is not a 
pormancm retail establishment, or

b) Toanybuycronabuy-sallbasis, ade- 
poei-commission basis, or any siinl'ar 
brwis for resale by Ihe buyer or any 
other person In a homo or other plRce 
that Is not a permanent retail 
establishment.

2) SubstaniialynJI your pay (whether paid In 
cesh cr not) for services described in (1) 
is droctly related to sates or othor output 
Gndudlng the performance of services) 
rattier than to the number of hours 
worked.

3) Your services are performed under a writ­
ten contact between you and thn person 
for whom you perform tho services, and 
the contract provides that you will not bo 
treated as an employee for federal (ax 
proposes.

Employee. You are a direct seller only it you 
are in business for yourself. Selling consumer 
products as a company employee does not 
make you a direct setter. The (act that you 
work undor another direct seller does not 
make you that person'sempioyee

Bocnjilino. You am engaged in Iho trade or 
business ol selling or soliciting if you attempt 
lo increase Iho sales ol direct seller* who 
work under you and your pay dcporda on how 
much they sell. Recruiting, motivating, and 
training are examples of attempts lo increase 
sates octivitios,

Hoet or hostess. You rue not odinoel seller rl 
you simply hcsi u parly ol which sales are 
mode. Nevertheless, some information in this 
publication may still apply lo you:

1) Tho "gill" you roccivo for giving the party 
ia a payment for helping the dir eel seBcr 
mako sales. You must report it as incomo

at Us fair market value, See Other Income. 
later.

2) Youroia-oi-pockut party expenses are 
subject lo Ihe 60% limit lor meal and en­
tertainment expenses, dscussed taler. 
These expensac are deductible as mis­
cellaneous itemized deductions subject to 
the 2% limit on Schedule A (Form 1040), 
but only up to the amount of income you 
receive (o r  giving the party. See Not-for- 
profit Limit later.

Tax Information
The following d6Cussion gives basic lax inlor- 
mation that may help if you have never boon in 
business for yourself. For more information, 
see Publication 503. Taxpayers Slutting a 
Business.

Employer Identification 
Number (EIN)
You need an EIN for your business if;

1) You have r  Keogh plan, or
2) You are required lo file ono of the 

fotewmg Iax returns;

a) Employment.

b) Excise.

c) Fiduciary.

d) Alcohol, tobacco, and firearms.

Otherwise, your identification number is your 
social eocurity number. However, 9 partner­
ship or corporation needs an BN to use as Its 
identification number. It cannot use (he social 
security number ol a partner or owner.

Uso Form SS-4, Application tor Employer 
Identification Number, lo apply for an EfN

Business Taxes
Three kinds ol business taxes may apply to di­
rect sellers:

1) Income tax
2) Self-employment tax.

3) Employment laxes.

Income tax. Each business musi fito an an­
nual income lax return. For example, if you op­
erate your direct-selling business as a sole 
proprietor, you must file Schedule C (Form 
1040). You are a solo proprietor II you arc self- 
employed (work for yourself) and are the only 
owner of your unincorporated business,

Sclf-cmploymcnt (ax. Self-employment tax 
is the social security and Medicare tax for 
those who work lor themselves. It if  lika tho 
OOdal security and Medicare taxes withhold 
from the pay c l wage earners. You may have 
to pay this tax on Income from direct soling if 
you are either Ihe Sola proprietor of your busi­
ness or a partner In a partnership. Use Sched­
ule SE (Form 1040) 1o figure and report self- 
employment tax. For more information on self- 
employment tax. see PubSeatton 533.

Pago 2
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Employment taxee. If you havo employees in 
your business, you will probably be required to 
withhold and pay employment taxes. These 
taxes include:

1) Tho federal income tax you withhold from 
employees’ wages,

2) Social oocunty and Medicare; (FICA) 
taxes—both the amount you withhold 
from employ Bos' wages and ihe amount 
you pay a9 employer, and

3) Federal unemployment tax (FUTA) which 
to not withhold from employees' wages 
but paid by Iho employer.

For more information, see Publication 937 and 
Publication 15.

Other taxes. For Information on deducting 
personal property and other taxea, cee Taxes 
under Business Expanses, later.

Estimated Tax
Tho federal income tax is a pay-as-yoo-go tax. 
You must pay it as you earn or receive income 
during the year. There am rwo ways to pay ea 
you go:

1) Withholding. II you are an employee, 
your employer probably withholds income 
lax from your pay. You can ask your em­
ployer to Increase tho amount withheld lo 
cover the income bothtrom your Job and 
from direct xeltng.

2 ) Estimated tax. If you do not pay tax 
through withholding, or do not pay 
enough tax that wary, you may haw to pay 
estimated tax.

Estimated tax Is used to pay both Income and 
self-employment taxes (and certain other 
taxes and amounts reported on Form 1040). 
Estimated tax is discussed in Publication 505.

$500 minimum. You do not have (o pay esti­
mated tax II your total expected taxes, minus 
ony expected tax credits end withholding, wilt 
be less than $500 for the year or you had zero 
tax liability last your.

Form HM0-E9. Use Form 10W-ES to figure 
your estimated tax and make estimatad tax 
payments.

Form 2210. if you did not pny enough esti­
mated tax or have enough income tax with­
hold, you may bo subject to a panalty. You can 
uae Form 2210 to figure the penally. Or. In 
most cases, you can have tire Internal Reve­
nue Service figure the penalty for you. Sec the 
instructions to determine it you must complete 
tho form.

Information Returns
If you have other direct aellors working under 
you and you sell $5,000 or more In goods dur­
ing tho year lo any ono of those sellers, you 
must report the sale* on an information return. 
Tho information rotiurn. Form 10D9-MISC, 
must show the name, address, and Idnntifica- 
tton numbor of the seller placing tho orders.

Check Box 9 of Form 1099-MlSC to chow 
Iheso sales. No dollar amount to needed. You 
must give Copy B or a qualified statement 
(such as a letter showing this Information 
along with commissions, prizes, awards, ate.) 
lo the seder by January 31,1904.

Copy A of Form 1009-MISC mus1 bo filod 
with the Internal Revenue Sorvlco by February 
25, 1004. Use Form 1096 to eummanze and 
transmit Form 109S-MISC. See Ihe instruc­
tions to Form 1096 lor the address of the Inter­
nal Revenue Service Center whore you mu3t 
file Form 1098 and Iho accompanying Forme 
1009-MISC.

Penalties
Tho law imposes penalties to ensure that all 
taxpayers pay their lair share of taxes. Some 
of these penalties are listed below if you do 
not file a return when required or provide 
fraudulent information, you may be subject to 
a dvil fraud penalty. In certain cases, you may 
bo subject 1o criminal prosecution.

Follure-to-ftle panalty. If you do not file your 
return by the duo date (including extensions), 
you will have to pay a fallure-to-file penalty. 
The ponalty is 5% of tho lax not o&rt by the 
due date (or each month, or part of a month, 
that the return is late. This penally ca/viol be 
more than 25% of your tax, but It to reduced by 
the fniiure-to-pay penally (defined next) for 
any month both penalties apply. However, if 
your return l9 more than 60 days late, the pen­
alty will not be Ies6 than $100 or 100% of the 
tax balance, whichever is less. You wilt not 
have to pay the penalty H you con show rea- 
aonablc cause lor not tiling on time.

Fallure-lo-pay penalty. You wil have to pay 
■ penalty of ’A ol 1 % of your unpaid taxes for 
each month, or part of a month, after tho due 
date (or tax not paid. This penalty cannot bo 
more than 25% of your unpaW lax. You will not 
have to pay the penalty if you con show good 
rea90n let rot paying tax on tlmo. This failure- 
to^rey penally is in addition lo Ihe failurc-lo-Me 
penalty.

Penalty (or frivolous return. You will have to 
pay a penalty of $500 If you file a return that 
does not include enough Information to figure 
tho correct tax, or a return that shows on incor­
rect tax amount, and the reason you filed such 
a return to due lo:

1) A frivolous position on your part, or

2) A do6ire to doljy or interfere with Iho ad­
ministration ol federal income tax taws.

This penalty is in addition lo any other penalty 
provided by law.

Accuracy-related penalttea. An accuracy- 
related penalty of 20% is applied to any un­
derpayment due to

1) Negligence or intentional disregard of 
niosorregulatlona.

2) Substantial underslatcmcnt of incomo 
tzut.

This penalty also applies to conditions not dis­
cussed here.

None uf these penalties can be slacked. 
Thus, even though the 9ame underpayment 
may be subject to both Ihe nogligonca or sub­
stantial underpayment penally, the total accu­
racy-related penalty cannot exceed 20% ol 
the underpayment. Neither penalty may be im­
posed if there is reasonable causa accompa­
nied by good faith.

Negligence. Negligence includes ihe lack 
of any reasonable attempt to comply with pro­
visions ot the Internal Revenue Code.Disregard. Disregard Includes the care­
less, reckless, or intentional disregard of rates 
or regulations.

CvbstantM understatement o t Income 
tee, For an individual, income bn Is substan­
tially understated it the omitted amount ex­
ceeds tho greater ot:

1) 10% ot the correct tax, or

2) S5.0Q0.

information reporting penalbee. Any per­
son who docs not tile on information ratum or 
a complete and correct information return with 
the IRS on or before tho required Ring date tc 
eublecl to a penalty lor each laihxe. An esca­
lating time-sensitive penalty rata is applied to 
information returns as Icllows.

1) Coirect information returns filod withr 30 
dtiya after the due date, *15 each.

2) Conem information returns filed after Iho 
30-day period but before August 1, $30 
each.

3) Information reiumx (Hod after August 1. 0# 
never filed, $50 each.

Maximum limits apply loall these penalties, 
Failu re to turnlah co rrect payee state­
ments. Any person who does not provide a 
taxpayer with a complete and correct copy of 
an Information return (payee statement) on or 
before the required duo date is subject to a 
panalty ot $50 for each statement If tire failure 
to due lo intentional disregard at the require­
ment, the penalty is the greater ot:

1) $100 per statement, or

2) 10%or6%(dopendirgooihetyp«ol 
statement) ol the amount to be shown on 
tho statement.

Identification numbers and othar Informa­
tion. Any person who does not comply wllh 
other specified reporting requirements, includ­
ing the use of correct Identification numbers 
(employer identification numbers and social 
socuniy numbers), is subject to a penalty of 
$60 for each failure. This includes failures to:

1) Use correct identification numbers for 
yourself, your spouse, and your depoa- 
denle on returns and statements

2) Use correct identification number* for 
other taxpayers whcro required.

3) Supply correct iitemlflcatfon numbers 
when required by another taxpayer, such 
M a bank.

Pape 3
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siifiJirtT E'B 2 lo  - u i  £q i
D i r e r  r. G e l . l e i s

:a re _ y , rugpGi. i v.- ..ifThe Department if Labor is
legislation removing entplcyei s or classes of employees from 
coverage under any ot its protective statutes, Such as minimum 
wage, overtiir.e, uneinpJ.nympnr( or workers compensation.. These 
programs are not voluntary, and in the rv>se or unemp Lcyment 
compensation the health or the UI Trust Fund is always n nnnrprn if 
u class of employee is removed from coverage. The Department's 
opposition is almost reflexive, since even it a seemingly valid 
case can be made for removal of one small group of employees from 
any of our statutes, there are always other employers ready to pile 
on an existing bill or have one of Iheii own introduced to further 
expand the classes ol employees not covered by our public 
protection Statutes. The increase :.n cases in recent years where 
employers attempt to circumvent statutory requirements ny declaring 
employees surl: as waiters and waitresses "independent contractors" 
also contributes to the department's opposition lo any uiiution of 
existing lav;.

In the case of HB 2?-3, the Department's initial reaction was to 
oppose any exemption for direct sellers. Dur ing fb scussic.ns 'with 
the proponents of rhe ty 11, hov;ever, the Commissioner asked how the 
situation ct Kirby vacuum cleaner salespeople differed from other 
sellers of consumer products such as Airway, Avon, s'haklee, Mary 
Kay, etc. Our ui tax section responded that those on hi t i on wpre 
never audited or taxed because trie sellers involved were clearly 
independent contractors, not employees, under cxioitmg .lav;. 
Kirby's situation differed in that tne sellers had a relationship 
with a distributor who operated a retail establishment, was in the 
same business as the dealers, and provided support r.o them -in the 
form of training, leads, etc. This relationship lias always caught 
the Kirby sellers in the statutory definition of "employees", 
subject to UI tax.

The Department could find r.o escc whore an audit of a Kirby 
distributor was the result of a "blocked claim", where a former 
employee sought to draw UI based on wages earned celling for Kirby.
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j r. an •;!rorr i n rectify what seemed <> he m  inapprapri ute (but 
' r'-a 11V ' crrect i:n not. 'vfjivsfclr:" .vi .Uoul statute cnangc) 
ir:r)f ir:“.rion or _he lev/, the Cciranissionsr d.1; re.-1 ~d me :o work with 
fcne staff of r>'p bin sponsor, Senator nelly, to see i Z we could 
rone up with language that would address the situation ot the Kirby 
sellers without jeopardising imp trust fund or the rights o f  other 
workers properly classified as employees.

The original uiair submitted by the Direct Sailors Association was 
unacceptable, heacause it: allowed sales outside the prospective 
purchaser's home, allowing the possibility ol telephone sales 
"ociler room" operations claiming exemption, and included the 
tai.es of "services" which invites abuse by home improvement 
contractors, cleaning services, stc. The language in the current 
senate bill addresser, the concerns of the department and satisfied 
-.lie sponsor, organised labor, chc proponents of the bill, and the 
national u r(*ice ol Kirby.

Then the rirect Sellers Association cot into the act.. Citing 
opposition from. Artway Corpora tier:, which may be under the 
nu .^perception that their dealers are affected try this bill and has 
therefore stirred nn its Alaskan sellers to oppose it, DSA'a 
lobbyist is basically rpiHr*q the department and the legislature 
that v/e have tc slavishly adopt the federal language covering 
direct sellers or lie will kill the bill. The federal language is 
not acceptable to the Alaska Department of Labor and if it is 
incorporated into a committee substitute we will oppose it. (We 
find it interesting that it the federal language is so wonderful, 
DSA sought tc " imp rove" il by adding sellers of services - is there
a national agenda at work, here?) .

The department has tried in good faith to address the situation ot 
an. Alaskan business, and we believe the senate bill does that. The 
department has never considered Airway, Mary Kay or ether similar 
sellers ’employees"? to do so w o u l d  be inconsistent with the 
substantial body of prerndpnHni case law on this issue. Our 
experience in this matter only confirms prior opinion that any
revision to she statute is a oad idea.
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f r o m . T o m  C a s h e n SUBJECT: H B  2 3 8  -  U I  f o r
C o m m i s s i o n e r D i r e c t  S e l l e r s

E n c l o s e d  i s  a  m e m o r a n d u m  f r o m  t h i s  o f f i c e  t o  R e p .  J a m e s  s t a t i n g  o u r  
o b j e c t i o n s  t o  t h e  S t a t e  A f f a i r s  C o m m i t t e e  S u b s t i t u t e  f o r  H B  2 3 8 .
T h e  D e p a r t m e n t  w o r k e d  w i t h  t h e  S e n a t e  s p o n s o r  t o  c o m e  u p  w i t h  l a n g u a g e  
t h a t  a d d r e s s e d  o u r  s e r i o u s  r e s e r v a t i o n s  w i t h  t h e  f e d e r a l  c o d e  a n d  
s a t i s f i e d  t h e  p r o p o n e n t s  o f  t h e  b i l l  a n d  o r g a n i z e d  l a b o r .  W e  d o  n o t  
f e e l  c o m p e l l e d  t o  b u y  o f f  o n  s o m e b o d y  e l s e ' s  " m o d e l  l e g i s l a t i o n "  
w h e t h e r  i t  c o m e s  f r o m  t h e  I R S  o r  a n  O u t s i d e  t r a d e  a s s o c i a t i o n  s u c h  a s  
D S A .  T h e  c o n c e r n s  r a i s e d  a b o u t  t h e  S e n a t e  v e r s i o n  s o m e h o w  c a u s i n g  
e n t i t i e s  s u c h  a s  A m w a y ,  w h i c h  w e  h a v e  n e v e r  a u d i t e d  o r  t a x e d ,  t o  
s u d d e n l y  l o s e  t h e i r  i n d e p e n d e n t  c o n t r a c t o r  s t a t u s  a r e  s p e c i o u s ,  a t  
b e s t .

The Department of Labor urges you and your committee to adopt the 
language of the senate bill as a committee substitute or take up the 
senate bill itself. We are opposed to a verbatim regurgitation of 
the federal TEFRA language, v/hich will create more problems than it 
solves.

As always, we appreciate the attention which you have extended to our 
concerns.
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s u b j e c t : H B  2 3 8  -  U I  f o r
D i r e c t  S e l l e r s

T h e  D e p a r t m e n t  o f  L a b o r  i s  r a r e l y ,  i f  e v e r ,  s u p p o r t i v e  o f  
l e g i s l a t i o n  r e m o v i n g  e m p l o y e r s  o r  c l a s s e s  o f  e m p l o y e e s  f r o m  
c o v e r a g e  u n d e r  a n y  o f  i t s  p r o t e c t i v e  s t a t u t e s ,  s u c h  a s  m i n i m u m  
w a g e ,  o v e r t i m e ,  u n e m p l o y m e n t ,  o r  w o r k e r s  c o m p e n s a t i o n .  T h e s e  
p r o g r a m s  a r e  n o t  v o l u n t a r y ,  a n d  i n  t h e  c a s e  o f  u n e m p l o y m e n t  
c o m p e n s a t i o n  t h e  h e a l t h  o f  t h e  U I  T r u s t  F u n d  i s  a l w a y s  a  c o n c e r n  i f  
a  c l a s s  o f  e m p l o y e e  i s  r e m o v e d  f r o m  c o v e r a g e .  T h e  D e p a r t m e n t ' s  
o p p o s i t i o n  i s  a l m o s t  r e f l e x i v e ,  s i n c e  e v e n  i f  a  s e e m i n g l y  v a l i d  
c a s e  c a n  b e  m a d e  f o r  r e m o v a l  o f  o n e  s m a l l  g r o u p  o f  e m p l o y e e s  f r o m  
a n y  o f  o u r  s t a t u t e s ,  t h e r e  a r e  a l w a y s  o t h e r  e m p l o y e r s  r e a d y  t o  p i l e  
o n  a n  e x i s t i n g  b i l l  o r  h a v e  o n e  o f  t h e i r  o w n  i n t r o d u c e d  t o  f u r t h e r  
e x p a n d  t h e  c l a s s e s  o f  e m p l o y e e s  n o t  c o v e r e d  b y  o u r  p u b l i c  
p r o t e c t i o n  s t a t u t e s .  T h e  i n c r e a s e  i n  c a s e s  i n  r e c e n t  y e a r s  w h e r e  
e m p l o y e r s  a t t e m p t  t o  c i r c u m v e n t  s t a t u t o r y  r e q u i r e m e n t s  b y  d e c l a r i n g  
e m p l o y e e s  s u c h  a s  w a i t e r s  a n d  w a i t r e s s e s  " i n d e p e n d e n t  c o n t r a c t o r s "  
a l s o  c o n t r i b u t e s  t o  t h e  d e p a r t m e n t ' s  o p p o s i t i o n  t o  a n y  d i l u t i o n  o f  
e x i s t i n g  l a w .

I n  t h e  c a s e  o f  H B  2 3 8 ,  t h e  D e p a r t m e n t ' s  i n i t i a l  r e a c t i o n  w a s  t o  
o p p o s e  a n y  e x e m p t i o n  f o r  d i r e c t  s e l l e r s .  D u r i n g  d i s c u s s i o n s  w i t h  
t h e  p r o p o n e n t s  o f  t h e  b i l l ,  h o w e v e r ,  t h e  C o m m i s s i o n e r  a s k e d  h o w  t h e  
s i t u a t i o n  o f  K i r b y  v a c u u m  c l e a n e r  s a l e s p e o p l e  d i f f e r e d  f r o m  o t h e r  
s e l l e r s  o f  c o n s u m e r  p r o d u c t s  s u c h  a s  A m w a y ,  A v o n ,  S h a k l e e ,  M a r y  
K a y ,  e t c .  O u r  U I  t a x  s e c t i o n  r e s p o n d e d  t h a t  t h o s e  e n t i t i e s  w e r e  
n e v e r  a u d i t e d  o r  t a x e d  b e c a u s e  t h e  s e l l e r s  i n v o l v e d  w e r e  c l e a r l y  
i n d e p e n d e n t  c o n t r a c t o r s ,  n o t  e m p l o y e e s ,  u n d e r  e x i s i t i n g  l a w .  
K i r b y ' s  s i t u a t i o n  d i f f e r e d  i n  t h a t  t h e  s e l l e r s  h a d  a  r e l a t i o n s h i p  
w i t h  a  d i s t r i b u t o r  w h o  o p e r a t e d  a  r e t a i l  e s t a b l i s h m e n t ,  w a s  i n  t h e  
s a m e  b u s i n e s s  a s  t h e  d e a l e r s ,  a n d  p r o v i d e d  s u p p o r t  t o  t h e m  i n  t h e  
f o r m  o f  t r a i n i n g ,  l e a d s ,  e t c .  T h i s  r e l a t i o n s h i p  h a s  a l w a y s  c a u g h t  
t h e  K i r b y  s e l l e r s  i n  t h e  s t a t u t o r y  d e f i n i t i o n  o f  " e m p l o y e e s " ,  
s u b j e c t  t o  U I  t a x .

T h e  D e p a r t m e n t  c o u l d  f i n d  n o  c a s e  w h e r e  a n  a u d i t  o f  a  K i r b y  
d i s t r i b u t o r  w a s  t h e  r e s u l t  o f  a  " b l o c k e d  c l a i m " ,  w h e r e  a  f o r m e r  
e m p l o y e e  s o u g h t  t o  d r a w  U I  b a s e d  o n  - w a g e s  e a r n e d  s e l l i n g  f o r  K i r b y .
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I n  a n  e f f o r t  t o  r e c t i f y  w h a t  s e e m e d  t o  b e  a n  i n a p p r o p r i a t e  ( b u t  
l e g a l l y  c o r r e c t  a n d  n o t  " w a i v a b l e "  w i t h o u t  s t a t u t e  c h a n g e )  
a p p l i c a t i o n  o f  t h e  l a w ,  t h e  C o m m i s s i o n e r  d i r e c t e d  m e  t o  w o r k  w i t h  
t h e  s t a f f  o f  t h e  b i l l  s p o n s o r ,  S e n a t o r  K e l l y ,  t o  s e e  i f  w e  c o u l d  
c o m e  u p  w i t h  l a n g u a g e  t h a t  w o u l d  a d d r e s s  t h e  s i t u a t i o n  o f  t h e  K i r b y  
s e l l e r s  w i t h o u t  j e o p a r d i z i n g  t h e  t r u s t  f u n d  o r  t h e  r i g h t s  o f  o t h e r  
w o r k e r s  p r o p e r l y  c l a s s i f i e d  a s  e m p l o y e e s .

T h e  o r i g i n a l  d r a f t  s u b m i t t e d  b y  t h e  D i r e c t  S e l l e r s  A s s o c i a t i o n  w a s  
u n a c c e p t a b l e ,  b e a c a u s e  i t  a l l o w e d  s a l e s  o u t s i d e  t h e  p r o s p e c t i v e  
p u r c h a s e r ' s  h o m e ,  a l l o w i n g  t h e  p o s s i b i l i t y  o f  t e l e p h o n e  s a l e s  
" b o i l e r  ; o o m "  o p e r a t i o n s  c l a i m i n g  e x e m p t i o n ,  a n d  i n c l u d e d  t h e  
s a l e s  o f  " s e r v i c e s "  w h i c h  i n v i t e s  a b u s e  b y  h o m e  i m p r o v e m e n t  
c o n t r a c t o r s ,  c l e a n i n g  s e r v i c e s ,  e t c .  T h e  l a n g u a g e  i n  t h e  c u r r e n t  
s e n a t e  b i l l  a d d r e s s e d  t h e  c o n c e r n s  o f  t h e  d e p a r t m e n t  a n d  s a t i s f i e d  
t h e  s p o n s o r ,  o r g a n i s e d  l a b o r ,  t h e  p r o p o n e n t s  o f  t h e  b i l l ,  a n d  t h e  
n a t i o n a l  o f f i c e  o f  K i r b y .

T h e n  t h e  D i r e c t  S e l l e r s  A s s o c i a t i o n  g o t  i n t o  t h e  a c t .  C i t i n g  
o p p o s i t i o n  f r o m  A m w a y  C o r p o r a t i o n ,  w h i c h  m a y  b e  u n d e r  t h e  
m i s p e r c e p t i o n  t h a t  t h e i r  d e a l e r s  a r e  a f f e c t e d  b y  t h i s  b i l l  a n d  h a s  
t h e r e f o r e  s t i r r e d  u p  i t s  A l a s k a n  s e l l e r s  t o  o p p o s e  i t ,  D S A ' s  
l o b b y i s t  i s  b a s i c a l l y  t e l l i n g  t h e  d e p a r t m e n t  a n d  t h e  l e g i s l a t u r e  
t h a t  w e  h a v e  t o  s l a v i s h l y  a d o p t  t h e  f e d e r a l  l a n g u a g e  c o v e r i n g  
d i r e c t  s e l l e r s  o r  h e  w i l l  k i l l  t h e  b i l l .  T h e  f e d e r a l  l a n g u a g e  i s  
n o t  a c c e p t a b l e  t o  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r  a n d  i f  i t  i s  
i n c o r p o r a t e d  i n t o  a  c o m m i t t e e  s u b s t i t u t e  w e  w i l l  o p p o s e  i t .  ( W e  
f i n d  i t  i n t e r e s t i n g  t h a t  i f  t h e  f e d e r a l  l a n g u a g e  i s  s o  w o n d e r f u l ,  
D S A  s o u g h t  t o  " i m p r o v e "  i t  b y  a d d i n g  s e l l e r s  o f  s e r v i c e s  -  i s  t h e r e  
a  n a t i o n a l  a g e n d a  a t  w o r k  h e r e ? ) .

T h e  d e p a r t m e n t  h a s  t r i e d  i n  g o o d  f a i t h  t o  a d d r e s s  t h e  s i t u a t i o n  o f  
a n  A l a s k a n  b u s i n e s s ,  a n d  w e  b e l i e v e  t h e  s e n a t e  b i l l  d o e s  t h a t .  T h e  
d e p a r t m e n t  h a s  n e v e r  c o n s i d e r e d  A m w a y ,  M a r y  K a y  o r  o t h e r  s i m i l a r  
s e l l e r s  " e m p l o y e e s " ;  t o  d o  s o  w o u l d  b e  i n c o n s i s t e n t  w i t h  t h e  
s u b s t a n t i a l  b o d y  o f  p r e c e d e n t i a l  c a s e  l a w  o n  t h i s  i s s u e .  O u r  
e x p e r i e n c e  i n  t h i s  m a t t e r  o n l y  c o n f i r m s  p r i o r  o p i n i o n  t h a t  a n v  
r e v i s i o n  t o  t h e  s t a t u t e  i s  a  b a d  i d e a .
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T en  R e a so n s  T o  P a s s  T h e  H o u se  CS f o r  CS f o r  S.B. 122(STA) 
AND THE CS FOR H. B. 233 (ST A)

1. TO CONFIRM DIRECT SELLERS’STATUS UNDER ALASKA LAW. DIRECT SELLERS 
ARE INDIVIDUALS WHO SRI J. THROUGH PERSONAL EXPLANATION AND 
DEMONSTRATION IN HOME AND OFFICE PARTIES, AS WELL AS DOOR TO-DOOR 
SALES. 10,000 ALASKANS SELL AS INDEPENDENT CONTRACTORS FOR COMPANIES 
LIKE AVON, AMWAY, KIRBY, MARY KAY, SHAKI/EE, TUTPERWARE AND ISO OTHERS.

2. TO ASSIST OVER IO.MO ALASKANS IN THEIR PART-TIME INDEPENDENT DIRECT 
SELLING BUSINESS ACTIVITIES; THESE ALASKA CITIZENS DEPEND ON MODEST 
DIRECT SELLING INCOME TO HELP SUPPORT THEIR FAMILIES.

3. TO ELIMLNATE THE POSSIB ILITY OF MISAPPLICATION OF ALASKA 
UNEMPLOYMENT LAW TO DIRECT SELLERS UNDER THE EXISTING, VAGUE “ABC* 
TEST. ALL PARTIES, INCLUDING THE D E P A R T M EN T  OF 1ABQR, AGREE THAT DIRECT 
SELLERS SHOULD NOT BE CONSIDERED “EMPI-OVEES” UNDER THT. STATE’S UC LAW.

4 . TO ASSIST ONE LOCAL DIRECT SELLER CURRENTLY ENGAGED IN LITIGATION 
OVER THAT SELLERS’ INDEPENDENT CONTRACTOR STATUS. ALL PARTIES AGREE 
THAT VAGUENESS IN THE LAW SHOULD BE CORRECTED TO ELIMINATE THE 
M1SAPWJCATION OF THE LAW IN THIS CASE AND TO PREVENT FUTURE SIMILAR 
CASES.

5. TO USE LANGUAGE WHICH PRECISELY AND ACCURATELY DEFINES ALL DIRECT 
SELLERS. DESPTTE THEIR INTENT, THE BILLS' ORIGINAL VERSIONS WOUl.n HAVE. 
HARMED DIRECT SELLERS BY INCORRECTLY DEFINING THEM. THE VERSIONS NOW 
BEFORE YOU HAVE BEEN AMENDED TOSIMPLV AND ACCURATELY DEFINE ALL 
DIRECT SELLERS,

6. TO ENSURE THAT DIRECT SELLERS CAN CONTINUE TO SELL IN THE HOMES OF 
THETR CUSTOMERS, THE WORKPLACES OF THEIR CUSTOMERS, AND THE HOMES OF 
PARTY HOSTESSES WITHOUT POSSIBLY LOSING THEIR INDEPENDENT CONTRACTOR 
STATUS.

7. TO USE TESTED, KNOWN LANGUAGE WBTCH SrNCE 1982 HAS BEEN USED ON A 
LIMITED BASIS TO DEFINE ONLY DIRECT SELLERS.

8. TO HELF CREATE A RATIONAL, UNIFORM STANDARD AMONG THE STATES TO 
DEFINE DIRECT SELLERS. SOME 25 STATES AND THE U.S. CODE USE THIS LANGUAGE.

9 . TO ELIMINATE UNNECESSARY ADMINISTRATIVE PROCEEDINGS REGARDING 
DIRECT SELLER’S STATUS UNDER THE EXISTING LAW. THIS BILL WOULD SIMPLIFY 
THAT PROCESS BY CLARIFYING DIRECT SELLERS’ STATUS.

10. TO REDUCE OR ELIMINATE THE STATE’S COSTS IN HAVING TO NEEDLESSLY 
ADMINISTER THOSE PROCEEDINGS.
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Representative Pele Kott FAX. PU7/465-2S19
Alaska otate Legislature
S ia tc  Capiioi
Juneau, AK 99RD1-11H2

RE: Alaski! H.5. 258 and S.B. 122- Unemployment Compen3ation

Dear Representative Kott:

Watkins incorporated is a uuect selling company based in Winona, Minnesota. We 
nave been in business Tor 127 years. Watkins products are sold by many thousands of 
independent representatives throughout the U.S. and Canada directly to consumers. 
Representatives purchase from us at wholesale and sell at retail. They are not paid 
any wages or commissions. They aie independent contractors and not employees or 
agents.

The majority of Watkins representatives are women wiio seli on a part-time basis io 
supplement lamily income. Itieie is a high representative turnover in the direct selling 
industry. Von/ largo numbers enter and exit the representative organizations on a daily 
basis.

We are concerned about Lhe limiting- effects of ihe iariguage exempting direct sellers 
from unemployment compensation requirements which apply only tor direct selling 
representatives who are in Ihe consumer’s home and for only those transactions that 
occur in the customer s home.

We urge that the language of the exemption be clarified to conform to the federal direct 
seller exemption (26 U S C.. See. 2503). This would r.ct in any way preempt state law 
but simply make the exemption language uniform with federal law and the law or many 
states

Direct sellers use a number of plans in selling directly to the consumer. Sale to the 
consumer in his/her home is only one of such pians The limiting affect of the 
exemption as worded would make the administration of this proposed law very difficult 
for the state and direct seiiinq companies. We urge that the exemption ianguage in 
iher-» hills he changed tn conform to the federal direct seller exemption

W A TK IN S  IN C O R PO R A T E D

by
Duane R. Evans
Vice President. Finance &
Chief Administrative Off'cer

i r,l I     ’-.Ti-rrr . r ■-> II,-i, r':-7n • "I' r'H/N. MlNNHCtA ■ C-ISLW-Ô-'O - MMUNt: CO" 15 7 7200 • fm i3i?7l 13 2 H7Z3
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Ji'unltcr K. llnlmrt HInnl’f'n'.liip
Afwil 14, 1W5 nHi.«»£

fhe Honorable Pete kop
Chairman. House Labor and Commerce CommiJtoe 
Alaska State Legislature 
Mate Capitol 
Juneou. AK 99801-1182

we; i 'ommiltee Substitute House Bit!228

I tan r l/ep ie sen tn tiy r* Kott

«nm me authcrsed tupper.vare Distributer in tno state of Alaska .servicing ihe many 
Independent Tijnnwrwcire consultant! mat demonstrate and sol! ruppcrv/ateS) brand 
products throughout tie  state. ! appreciate your efforts, as sponsor ot H I! 23S. to ccdify 
iho exisiing intomretotton or Alaskan unompioymen! lav/ exempting direct sellers, and am 
asking your support nf the c nmm'tteo Substitute Hiii The Committoo Substitute. by retorting 
back to the federal definition of 'direct seller", r.the TF FRA  nmerujment lo Ihe Internal 
Revenue Service Code. Section 3S08) would morn completely detine at! direct sellers.
Many direct sellers under ttie original language In 1ho bill would hovn had artticulty or no! 
been odIq to meer ihe aennrtion. Ihe Committee Substltule would coriec:' that hut would 
not allow non oirect sellers to escape the requirements ot the law.

Ihe vast majority o! direct sellers my distributorship to;vices ho ve become direct sellers in 
order to maintain ti«xiNe hours and earn extra income when they choose to bo activo. 
They may t>e native only ap an intermittent basis as needed to meot their personal goals 
and the tu rnove r ra te in direct selling is re la tive ly h'(ph. (The Direct Selling Association 
reports 100% per vear.) Many states havo oriented the IF FRA amendment to clearly 
exempt direct selleis in recognition ot ttie noluie of Ihe business and unde r r i urnnt 
interpretation ot Alaskan unemployment law. direct sellers are generally ineligible for 
unemployment compensation were tnar to change, the core of the direct selling 
concepi and iis economic structure wouid be threatened os would iho earnings 
upparlunliy ihal tho inaustry can now proviac Passage of C.S.H 8 238 eliminates any 
chance that existing law could be misapplied ui u kiier uato.

Thank you for your consideration of this,

Cordially,

'Vobert L. Blankenship

:fM : T u p p e r w a r e





I III

r.n
\Vj, JaMWsP-

*% \j
»**’ /around me wonri’

d i s t r i c t  m a n a g e r
/.<?. •'/ / 0 /  v J

* >x /•* —T. Yw • •'R 'Pp 
K f p .  L.U ;/  (H'.YtM/s 
R e  p  ^5  h  i i V- 'i  ST U  ••f,3  

R v p .  J v a t i , ,  r r v i i i K i

n o T C  t  ,.J_ A m  / o  1 ('l-Y £,

bC6mt:SS m C l r \ (± ) x x c * s & -6 1
a  __

( ' . A . l a ^ a  a n d  - X  n & t d  h o i k  o L ^ g c p *

n  , ■iw- I \ J. /N c  V '
r t  1.J5 A - o  ! >

■i j i b \ i . \ ° b  O o  | T \ o n a ^ A  - l o i c
i ' Y j X .  L , fi 0 ! j l ^ £ i f j j  f l_ n J  P o L Q e

v / .

J
, r M'• iC iiT j"C «—v* T Tt£>ui i b H j Y— 1 AX t* ,iX | 1 .j. — _______
L A o t ^ d  - » o  h ; « .  v 5 o t x « * s > a e s  t  i £ f l ^ ) r i s t e i f e «  

* — *
(X r \ c i t € ( \ c h  'b h ^ r r y  h o u O  ‘- t &  ( lC r>d O < li~

h a t r x e .  ^ tp o j-4 -x e .s  i o  ( j r r £ ( i f ' < 5 x C e ^ .

i'^je  ( v X i j f .  ji-x 'ty -.a? •pQJyb 30 iS L^fsio
^ f t f J O , G C ;C .  p 'p r ~  L \ H (X r  , u j / v C / K  p £ O Z  t c 1 *2 A

CiOtT> i r> i _SS. o  - I n  C’ e  + 0  ‘ p e

cO ho {tV C , Y  R / - y <  cSfcoh- .

Fh^cx I (Y P i e A S r  P u p p o fd : F  &  3 - 2 $  .

/ K a r - y R -  iA O u  .
„ 4 j c b b i e

O ^ l o o C i R .  ( Y ) C v r v X Y '^h luQM.^K . qĤ n  H o q _  r , ( / s _
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M a rc h  2 9 .  iy< J5

: ! I r  <v n  r  A \ m ' i
• 1 I.' .7 1'.,/ L  L, W  : \J

Sa l t  KLa.s.5.
\':a: I’rzunzxr (u m~r.

pax ‘in: xeprnsentatj-ve Pete Kofct
tJiairperson
House i *ibor ana L'arroerce idnsnittoo 

K£: H .B . 238  a ira  S .r i . -  I.x2

Pear Representor ive:

i t  i s  m y  u c d c r c t a r i d i n g  t h a t  n . Q .  1 2 2  p a s s e d  o u t  o f  t h e  S e n a t e  
J u d i c i a r y  C i r n u i t t c e  a n d  h a s  t c c r .  r e f e r r e d  t o  t h e  S e n a t e  R u l e s  
C c s a u lL L e e .  i  a l s o  u n d e r s t a n d  t h a t  t h e  H o u s e  b i l l  w i l l  a e  h o a r d  i n  
t h e  S l a t e  A f f a i r s  C a r c r t i t t e e  o n  M a r c n  M .

O i l  o u iu ^ u iiy  u • K M K u l ly  d u e s  b u s i n e s s  i n  A l a s k a  n n n  i s  p l e a s e d  w i t a  
t h e  g r o w t h  w e cu re  a d i i e v i i i y .  W e  d o  n e t  k e e p  a n  i n v e n t o r y  n o r  a o  w e  
r o v e  a n y  o t h e r  a s s e t s  or e m p lo y e e s  in t h e  state of A l a s k a .  W e 
o p e r a t e  t h r o u g h  i n d e p e n d e n t  b u s i n e s s  p e r s o n s .  T h e s e  p e o p l e  are n o r  
u n d e r  o u r  c o n t r o l .  T h e y  c h o o s e  t h e i r  rrm  w o r k i n g  h o u r s  a n d  d a  r o t  
h a v e  t o  m a k e  a n  i n v e s t m e n t  i n  o r d e r  t o  s t a r t  R a i l i n g .  T h e  f f w j o r i l y  
o f  t h e s e  i n d e p e n d e n t  b u s i n e s s  p e r s o n s  h a v e  l u l l  t i r o e  j o b s  a n d  o n l y  
s e l l  p a r t  t i m e .  T h e i r  p u r p o s e  f o r  b e i n g  a n  i n d e p e n d e n t  b u s i n e s s  
p e r s o n  i s  t o  e a r n  a d d i t i o n a l  m o n e y  t o  t a k e  c a r e  o f  a n  e m e r g e n c y  
i l l n e s s ,  a  y o u n g s t e r  q o i o q  t o  c o l l e g e ,  o r  t o  b u y  C h r i s t m a s  g i f t s  a n d  
s o  f o r t h .  T h e  i n d e p e n d e n t  b u s i n e s s  p e r s o n  c o n d u c t s  s a l e s ,  n o t  o n l y  
i n  o n  i n d i v i d u a l ' s  h o n e ,  b u t  a l s o  h a s  c a t a l o g  p a r t i e s  w h i c h  a r c  
h e l d  a t  o f f i c e s  o f  t h e  i n d e p e n d e n t  b u s i n e s s  p e r s o n  w h o  r e p r e s e n t  
d i r e c t  s e l l e r s ,  s u c h  a s  o u r s ,  w i t h o u t  b e i n g  a b l e  t o  t a k e  a d v a n t a g e  
o f  t h e  p r o p o s e d  d i r e c t  s e l l e r  e x e m p t i o n  f i a t  i s  c u r r e n t l y  i n  t h e  
b i l l s .

I t  i s  o u r  n o p e  t h a t  y o u  w i l l  p u t  i n t o  t h e  b i l l  t h e  e x e m p t i o n  g r a n t e d  
t o  t h e  d i r e c t ;  s e i i i n q  i n d u s t r y  b y  'L tT K A .

' fh a n k  y o u  i n d e e d  f o r  y o u r  c o o p e r a t i o n  a n a  p l e a s e  l e t  m e k n o w  i f  y o u  
w o u ld  l i k e  t o  h a v e  a n y  q u e s t i o n s  a n s w e r e d .

Sincerely, ^

< y ’f  \  . P  .,! ,  />• , .

Saul L). Kass
V i c e  P r e s i d e n t / F i n a n c e

liDK/rw

C h r is tm a s  ARi ii. m i ,HK WoJCLL> ■ Gl^TS 3V HOL’S t OF l.LOVDi = COOKIN' THE AMERICAN WAY “
I : ') h i  G iu n d v h t w  K o ,in  ■ G R issn v irw  M is s o u r i ■ 6 1 0 3 0  a  Ph o n e : 8 1 6  7 6 7  2 1 0 2  a  Fa x : ft 1 6 -7 6 7 -2 9 3 0
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S a u l  K a s s

l Pnt ',int:,\t <u F / . v .m x
Uarrl| 211, 1995

FAX T O : R e p r e s e n t a t i v e  t i e n e  n u b i n a
House labor u/id Comuerce CcntiniLLee

RE: H . n .  2 3 0  a n d  S . 75. 1 2 2

D e a r  i t e p r e o e n i x L t i v e :

i t  i s  in y  . u n d e r s t a n d i n g  t h a t  G . i i .  i2 2  p a s  s e a  c u t  o f  t h e  S e n a t e  
J u d i c i a r y  C c s r o i c t e e  a n d  h a s  b e e n  r e f e r r e d  t . o  t h e  S e n a t e  P u i e s  
C a x r a i t t e e - .  I  a i s o  u n d e r s t a n d  t h a t  t e e  H o u s e  b i l l  w i l l  b e  h e a r d  i n  
t h e  S t a t e  A f f a i r s  C c c m d t t e e  o n  M a rc h  2 6 .

• ' lo r  c o m p a n y  p r e s e n t l y  d o e s  b u s i n e s s  i n  A l a s k a  e n d  i s  n l e a s e d  w i t h  
t h e  g r o w t h  w e  a r e  a c h i e v i n g .  We d o  n o t  k e e p  a n  i n v e n t o r y  n o r  d o  w e 
h o v e  a n y  o t h e r  a s s e t s  o r  e m p lo y e e s  i n  t h e  s t a t e  o f  A l a s k a .  Vfc 
o p e r a t e  t h r o u g h  i n d e p e n d e n t  b u s i n e s s  p e r s o n s .  T h e s e  p e o p l e  a r e  n o t .  
u n d e r  o u r  c o n t r o l .  T h e y  c h o o s e  t h e i r  ow n. 'w o r k in g  h o u r s  a n d  d o  n o t 1 
h a v e  t o . r c f l k e  a n  i n v e s t m e n t  i n  o r d e r  t o  s t a r t  s e l l i n g .  T h e  m a j o r i t y  
o f  t h e s e  i n d e p e n d e n t  b u s i n e s s  p e r s o n s  h a v e  f u l l  t im e  j o b s  a n d  o n l y  
s e l l  p a r t  t i r o s  - T h e i r  p u r p o s e  f o r  b e i n g  a n  i n d e p e n d e n t . i x i s i n e s B  
p e r s o n  i s  t o  e a r n  a d d i t i o n a l  m o n e y  t o  t a k e  c a r e  o f  a n  e m e r g e n c y  
i l l n e s s ,  a  y o u n g s t e r  g o i n g  t o  c o l l e g e ,  o r  t o  b u y  C h r i s t m a s  g i f t s  a n d  
s o  f o r t h .  T h e  i n d e p e n d e n t  b u s i n e s s  p e r s o n  c o n d u c t s  s o l e s ,  n o t  o n l y  
i n  a n  i n d i v i d u a l ' s  h c s re ,  b u t  a l t o  h a s  c a t a l o g  p a r t i e s  ’w h ic h  a r e  
h e l d  a t  o f f i c e s  o f  t h e  i n d e p e n d e n t  b u s i n e s s  p e r s o n  w h o  r e p r e s e n t  
d i r e c t  c c i l e r c ,  o u c h  a s  o u r s ,  w i t h o u t  b e i n g  a b l e  t o  t a k e  a d v a n t a g e  
o f  t h e  p r o p o s e d  d i r e c t  s e l l e r  e x e m p t i o n  t h a t  i s  c u r r e n t l y  i n  t h e  
b i l l s .

I t  i s  o u r  h o p e  t h a t  y o u  w i l l  p u t  i n t o  t h e  b i l l  t h e  e x e m p t i o n  g r a n t e d  
t o  t h e  d i r e c t  s e _ l i n g  i n d u s t r y  b y  T E U IIA .

T t k in k  y o u  i n d e e d  f o r  y o u r  c o o p e r a t i o n  a n d  p l e a s e  l e t  m e k n ow  i f  y o u  
w o u ld  L i k e  t o  n a v e  a n y  q u c c t i o r x .  a n s w e r e d .

* i «
r , .  v . . /\»t * s
',tr- ‘ /'a

G a u l  D .  IxiosG
V i c e  P r e s i d e n t / l ' i n a n c e

si)K/rw

C i i K i s i m a s  A r o u n d  m i .  W o r i d *  ■ G i f t s  b y  K o u s p .  o f  i . i . o y i > * * «  C o o k i m  m r -  A m f k i c a n  W a v " *  
11901  G R A N u v i t w  R v j a u  *  G r a n o v i f u ' .  M i s s o u r i  ■ 040-10 ■ I ' m o n p :  8 1 6 . / f t / . 7 . 1 0 1 ■ F a x :  816-767-29:40
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Bppresfintatl ve Pete ^ott 
State Cjpit-ol Hi|11 Hing 
.luneau, AK 99801

Jra >r Uop . *011 J

rlcusc support the Bill Ic exclude Direct Seller? from 

State Unemployment, Compensation laws. Thank you.

u
Oscar Kelley 
Fastside Kirby 
.128 Boniface PKwy 
Anchorage, AK 9950-1
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10 April 1095rax <214)Mt-S8S0

Representative Pete KoU 
Alaska State Legislature 
State Capital 
Juneau, AK 99801-11G2

Via Fax No.: 907/465-2919

He: House Biii 238

Dear Representative Kctt:

AdvoCare is a direct selling company headquartered in Dallas, Texas, 
with a network cf distributors nationwide. As such, we are keenly interested 
in legislation wnicn serves to support and strengthen the status of the 
independent contractor as a small business owner. The above referenced 
bill is ono which recognizes this fact.

Wc understand H.B. 233 will go up against Senate Bill 122 in the very 
near future. As currently worded, S.B. 122 does not acknowledge the 
unique circumstance of the direct seller. We, therefore, wish to voice cur 
strong support for H.B. 238 and ask that you endorse it.

Vour consideration of this legislation is extremely important to your 
constituents whose livelihoods are built on the premise of free enterprise, 
and we appreciate your attention given to this bill.

Very truly yours,

Ruth Ann Box 
General Counsel
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27 March 1995

f a x  ( 3 1 4 )  ttS l-wtMi)

Representative PctG Ken 
AiasKa Slate Legislature 
State Capitol 
Juneau, AK S93Q1 *1102

Via Fax No.: S07/A65-2819

Re: Alaska H.B. 238 and 8.B. 122 (bxomption language)

Dear Representative Kott:

Advocate is a direct selling company based in Dallas, lexas, with 
thousands of independent contractors nationwide. Consequently, we are very 
interested in working to onsuro the rights of our contractors arc not urxtuly 
jeopardized by proposed legislation in which the verbiage can be 
misinterpreted or which contain unnecessary restrictions. Such is the case in 
the above noted bill, which will be heard on March 28 in Juneau.

To be specific, phrasing as is currently written in this bill would limit 
sales transactions such that they could take place only with the direct seller in 
the customer’s home, and only to that customer. In actuality, direct selling 
occurs in many settings and between many people. Often, there are "home 
parties" to which a customer invites friends, and a direct seller presents the 
products (such as Tupperware or Mary Kay) to all in attendance. Or, sales 
might happen between co-workers in the workplace when one of them is an 
independent contractor. Perhaps someone visiting the direct seller in the 
seller’s home would make an inquiry and subsequent purchase.

Wc understand that the federal government has in place an exemption 
so worded as to benefit both tho public and the direct seller, withoui detracting 
from the primary purpose of your proposed bill. We would ask that you 
consider inciuding this standard exemption language in the bill.

Respecifuiiy,

tf^LUCh. ,4r •j J-Crx

Ruth Ann Box 
General Counsel

/bis

0c - d» T u.2-'£0 b5*
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U4V Coli*ij» Road 
Fairbwnkis, AIuoUm 99701

Tot: (909) 459-2191 
fax: (UOV) 156-5757

March 16, 1995

Representative Pete Kott 
State Capitol Building 
Juneau. AK. 99801

Dear Rep. *ott:

! u rg e  y o u r su p p o rt in  th e  p assag e  o f  th e  a t ta c h e d

D ill  (MU#?38). Thank you.

S in cere ly

Mel Honey
Money S A ssociates
340 College Rd.
Fairbanks, AK 997U1

Tim
e n c lo s u re



•M l I* I f i n . : ' i s r .  ! 11’ i-  IC H M 'M

March 15, 1995

Representative Pete Kott 
State Capitol Building 
Juneau. AK 99801

Dear P.ep. Kottt

Please support the Oil! to exclude Direct Sellers from

Stete Unemplovmient Compensation laws. Thank you.

N/rta B. Flores 
CMBT Kirby
4900 Palmer/Wasi1 la liwy si 1A 
Wasilla, AK 99554
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! K i r b y  S a l e s  &  S e r v i c e

Old s«ward Hwy. 
\nr'inra((«1 ,VK 3SG18

TEL: (9L'P 344-1343 
FAX; (SOD 344-73T.3

'■'arch ?, I?95

Representative ppte Kott 
StstR fapltol Building 
Juneau, A* n9A0!

^e3r Representative Fntt.:

We / o u r  s u p p o r - . in  t o e  p a : ;a « je  o f  ♦-■e : ‘ ‘.^ ch cd

9 m  (HB *233 ). Thank you.

ii’ n ce re 'y ,

"Jarres R. Cross 
Factory P is r r - urnr 
<irhy Sales v T*'>-/ir.p 
Ancfiornne, A*‘

JPC.'tj* 
anclosure



V 3  J lJNEAIJ CHAMBER OF COMMERCE
n-l j  A  L A S K A  'S C A P I T A L  C I T Y

March 12, 1995

Dear Representative Kott:

This letter represents our testimony in support o f  excluding direct sellers o f  consumer 
products from  coverage under the state unemployment compensation laws.

The Juneau Chamber o f  Commerce believes that direct sellers are, in essence, individual 
small business owners. They w ork on a commission basis, set their own business routine, 
and pay their own expenses.

Successful direct sellers may move from  product to product but the are only unemployed 
i f  they choose not to work. Unsuccessful direct sellers do not last in this type o f  w o rk  
because they make no money.

W ith the Department o f  Labor has signing o f f  on this legislation, this bill should be viewed 
as a useful piece o f  housekeeping.

D irector

124 West 5th Street ♦ Juneau, Alaska ♦ 99801 Phone: (907)586-6420 ♦ Fax: (907)463-5670



March 16, 1995

Representative Pete Kott 
State Capitol Ftnl'iinq 
Juneau, **

Dear Rep. K o tt:

Heaoc support the Bill to exclude Direct Sellers from

State Unemployment Compensation taws. TH*nlr you

S in ce re ly

6631 Zurich St., 14 
Anchorage, AK 9'JSO/
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March 16, 1995

Representative f’etp Kntt 
State Cap1f.nl Ruilding 
ûnpan, AK 99801

Dear Rep. K.ott:

T urge youi support in the passage cf the attached

P.ill (HP.*239). Thank you.

JH
pnr 1 r^ure
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M E M O R A N D U M  

M em bers o f the H ou se  Labor and C om m erce  Com m it lee
t

L' I . • r- • J * . $ * V»V.\'
F.velyn ja rv is - i 'e r rn C " * ', V j

j /
A p r i l  V, 1 9 9 5

S u p p o r t  f o r  H o u s e  C o m m i t t e e  S u b s t i t u t e  B i l l  2 3 8

S h a id e e  C o r p o r a t i o n  a n d  i t s  A la s k a  D i s t r i b u t o r s  s u p p o r t  H o u s e  C o m m i t t e e  S u b s t i t u t e  
B i l l  2 3 8 ,  w h i c h  w a s  r e c e n t l y  p a s s e d  b y  Ih e  S la t e  .A f f a i r s  C o m m i t t e e  a n d  is  p e n d i n g  i n  
I l i e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e .  S h a k le e  i s  a  d i r e c t  s e l l i n g  c o m p a n y  a n d  a  
m a j o r  m a n u f a c t u r e r  o f  n u t r i t i o n a l ,  p e r s o n a l  c a r e  a n d  h o u s e h o ld  p r o d u c t s  t h a t  a r e  
s o i d  t h r o u g h  s m a l l  b u s i n e s s ,  i n d e p e n d e n t  c o n t r a c t o r s  w o r k i n g  p r i m a r i l y  o u t  o f  t h e i r  
h o m e s .

T h e  a m e n d m e n t  a d o p t e d  b y  t h e  S t a t e  A f f a i r s  C o m m i t t e e ,  w h i c h  w o u l d  i n c o r p o r a t e  
t h e  f e d e r a l  d e f i n i t i o n  o f  a  d i r e c t  s e l l e r ,  i s  a  c r i t i c a l  o n e  f o r  o u r  c o m p a n y  a n d  o u r  
i n d u s t r y .  U n l i k e  t h e  o r i g i n a l  la n g u a g e  i n  H .B .  2 3 8 ,  w h i c h  c o u ld  e x c lu d e  m a n y  d i r e c t  
s e l l e r s  s u c h  a s  o u r  S h a k le e  D i s t r i b u t o r s  i n  A la s k a ,  t h e  c o m m i t t e e  s u b s t i t u t e  m o r e  
c l e a r l y  a n d  c o r r e c t l y  d e f i n e s  w h o  i s  a  d i r e c t  s e l l e r .  T h i s  l a n g u a g e  i s  n o t  o n l y  
c o n s i s t e n t  w i t h  f e d e r a l  s t a t u t e  b u t  a l s o  w i t h  a  n u m b e r  o f  o t h e r  s t a t e s  w h o  h a v e  a ls o  
a d o p t e d  i t

W e  a r e  p l e a s e d  t h a t  t h e  L e g i s l a t u r e  i s  c o n s i d e r i n g  c l a r i f y i n g  t h e  s t a t u s  o f  d i r e c t  
s e l l e r s  a s  i t  r e l a t e s  t o  u n e m p lo y m e n t  c o m p e n s a t i o n ,  h o w e v e r ,  i t  i«  im p e r a t i v e  t h a t  
t h is  v e r s i o n  i s  t h e  o n e  t h a t  i s  a d o p t e d  to  a d e q u a t e ly  c o v e r  a l l  t h e  d i r e c t  s e l l e r s ,  a n d  
n o t  ju s t  a  f e w ,  w h o  l i v e  a n d  w o r k  i n  A la s k a .
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on a !. Logan
c r n t t e a  P u b l i c  A c c o u n t a n t

r’> North Jordan Avtutue 
i.meuu, Alaska ‘A’tiOl 

OCV) IK)!

M an* 17, 1W5

Dear Rflprestfntdt'Vi; Ko'f

This ietter represents uiy tc sononv  regarding -cmionrpciidiijK legislation icgardlng direct ic lla rs  hcitifj 
exempt from  coverage under State u l A laLkaUueu^tloyjueut laws.

Hireci sellers di> not meet die oiU iia for being employees under tic  Internal Revenue V nrte tlRC). ! Iieso 
uuioiia include such tests as control, investment, location, and nature or worx. these workers bps 
independent contractors, not nrployecs. • Hieretoft* tlloy shouki have the same advantages and 
disadvantages in tne marketplace as uo other scll'-ttnploycd individuals. in other woids, those who soil 
products to itvese direct sellers anouid not nave to ppvor their buytn. u.u uiiuimiiuymnit pmuusea.

l respectfully request that mis lopisinficTii be dx|'erliliously approved a id  intDlctucotcd.

W j e h f ,

Vddfta T. Logon, CPA
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The J fonorable l ’etc Kotl 
Senate Judiciary Committee 
Alaska State Legislature 
Juneau, AK 99801-1182

Dear Senator Kott:

Ou behalf oJ'Mmy Kay Cosmetics, I wish to express our opinion about Senate Bill 122. a bill 
dealing with direct sellers such as Mary Kay Independent Beauty Consultants, and 
unemployment compensation. Joe Manano o f  our trade association, Direct Selling Association, 
attended the hearing on the bill March 22 and had signed up to testify; unfortunately, the bill was 
passed and the hearing ended before any witnesses (olbei dan Uie sponsor’ s staff) were called. 
Needless in say, we are disappointed he was unable to share observations with you and the Test 
o f  the committee, i believe the observations are relevant and hope you will embrace them prior 
to your deliberations on the Senate floor.

Mary Kay agrees in principal with the intent of SB 122 to clarify' that direct sellers are not 
currently covered by /Alaska’s unemployment compensation law, we are concerned that the 
legislation would do so in a manner inconsistent with federal and other state laws. We hope to 
offer amendments which will make Alaska’s law consistent with tJbe other narrowly crafted laws 
which define direct sellers; we believe such consistency is vital for direct sellers and the 
administrators o f the law. Without amendment, the bill does not accurately define all direct 
sellers and presents the undesirable possibility that Mary Kay Independent Beauty Consultants 
would not be able to qualify undei its provisions We inist this serious flaw can he simply 
remedied by referral to the existing definition of direct seller used in the federal Interna!
Revenue Code We hope to do so with the agreement o f all interested parties. Federal language 
has been in place since 1982 and has proven to he an effective, limited definition for federal tax 
puiposcs. Only Jrue direct sellers such as Avon Representatives. Amway Distributors, Khby 
salespeople, Mary Kay Beauty Consultants, etc have qualified under this federal definition. We 
feel supremely confident that reference to or incorporation of ihis language into Alaska’s law 
will lie the simplest, most limited and effective manner o f clarifying direct sellers’ status under 
the law. Absent such an amendment, we and other direct selling companies ultimately must 
oppose SB 122. On behalf o f the thousands ofMmy Kay Beauty Consultants in Alaska, I thank 
you for your consideration o f our concerns.

Sincerely,

Michael L. Lunceford '
Vice President
M ARY KAY CORPORATION



j  TheLongaberger
Company
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March 26. 1995
was H

Hie Honorable Pete Kott 
Alaska House of Representatives 
State Capitol 
luncau, AK 99801-1182

Dear Representative Kott:

It is my understanding that the Alaska legislature is considering two bills dealing with unemployment 
compensation which creates ambiguous language for thousands of direct sellers in your state.

Specifically, the legislation currently pending in both houses arc Senate Bill 122 and House Bill 238. I 
respectfully request your consideration of an amendment which would conform Alaskan law with the 
federal direct seller exemption used in several odicr states throughout the nation.

It is my view that by adopting the federal TEFRA language, Alaska would simplify the treatment of 
direct sellers in the area of unemployment compensation. As I read the legislation as currently drafted, 
direct sales which occur outside the consum er's home would not be exempt from these provisions. While 
the overwhelming majority of direct sales docs occur in a home setting, they do not necessarily occur in 
the home of the consumer. This is an important distinction because many occur in an office setting or the 
home of a person hosting a party or demonstration. This confusion would hurt current direct sellers and 
other individuals considering the direct selling opportunity. By adopting the federal TEFRA exemption, 
these problems would be solved and Alaska would join several other states in the nation to statutorily 
define direct sellers as independent contractors.

The Longaberger Company is a national direct selling company with nearly 100 independent sales 
associates in Alaska marketing hand-crafted baskets, pottery and decorative accessories through in-home 
demonstrations or "shows. " Typically, Longaberger sales associates view their Longaberger business as 
an ideal part-time opportunity to supplement an increasingly tight family budget or earn extra income for 
a specific goal like a child 's education.

Thank you very much for considering our views regarding litis legislation. Again, 1 respect fully request 
your favorable consideration of an amendment to adopt die federal TEFRA exemption for direct sellers in 
the Alaskan unemployment compensation law. Please do not hesitate to contact me should you have any 
c ’ ny way.

Michael L. Bennett
Vice President of'Corporate Affairs

95 North Chestnut Street • Dresden, Ohio LISA 43821-9000 • 014-754-5000 • IGVX 014-754-5240



March 27, 1995

Duiis K. Ciirisitiplier * Proaikul
<>!> Soilfll Kouie • Addison, ll . MMOl-lKT/D * VOKfiftJ-S'JOO • Fax 70S/261-S585

1 louse Labor & Conuuci ce Committee 
Alaska State legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Representative.

1 write to you on behalf o f  The Pampered Chet, a durect selling company, regarding Alaska HU 238, 
dealing with Unemployment Compensation. We belong to the Direct Selling Association (D SA ) which is the 
national trade association which represents companies that sd l their products through personal explanation and 
demonstration in the home by independent contractors. The Pampered Chef is an Illinois based company which 
sells kitchen tools through home parties in all 50 states. Other members o f  DSA  typified by companies such as 
Avon Products, Amway Corp. and Mary Kay Cosmetics sd l through tens o f  thousands o f  independent 
contractors.

We arc fearful that the present dratt o f  this bill would fall harshly on direct selling companies. It is our position 
that an Alaskan direct seiler exemption should conform to the exemption language adopted by the federal 
government and dozens o f  other states.

In addition, the language o f  the current bill could be harmful by creating a definition o f  direct selling under 
/Maska law that is different from that which exists under any other jurisdiction. The language winch currently 
exists is not hdptiil to Alaskan direct sellers who engage in a variety o f  selling methods. Not all direct sales 
occur at the consumer's home, they could take place at the direct seller's home, someone dsc's home, or an 
office. For example, The Pumpered Chef’s independent contractors put on selling presentations at home parties 
held by one hostess with his/her invited guests. Most Alaskan direct sellers would not be able to take advantage 
o f the proposed direct seller exemption currently present in the bill.

We are opposed lo the current bill and request that it be redrafted to adopt federal exemption language only sn as 
not to 60 ItMitlul to the direct soiling industry in Alaska. We urge you to support our concerns.

.Sincerely,

THE P A P E R E D  CHEF, LTD

7  — -Dulis K. Cluislupher < /
President

DKC/db

The Kilclien Store Tliat Comes io Your D oo r05
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M a r c h  7 .9 ,  1 3 3 j

FAX I 'D :  R e p r e s e n t a t i v e  r e t e  K o t t

H R :  H . B -  2 3 8  a n t i  ? . B .  1 2 2

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

Tt  v s  m y  ’ j i K i e r s t a n d i n q  t h a t  S . D .  1 2 2  p a s s e d  o u t  o f  t h e  S e n a t e  
• T l i d L c i a r y  f a n n i t t x e e  e n d  h a s  s e e n  r e t  e r r e d  t o  t h e  S e n a t e  R u l e s  
C o r m i i t t e e ,  L a l s o  u n d e r s t a n d  t h a t  t h e  H o u s e  b i l l  w i l l  b e  h e a r d  i n  
t h e  S t a t e  A f f a i r s  C n n m i t t e e  o n  M a rc h  2 8 .

( J u r  c o m p a n y  p r e s e n t l y  c o e s  b u s i n e s s  i n  A l a s k a  a m i  i s  p l e a s e d  w i t h  
t h e  g r o w t h  w e a r e  a c h i e v i n g .  We d o  n o t  k e e p  a n  i n v e n t o r y  n o r  d o  w e  
fi a v e  a n y  o t h e r  a s s e t s  o r  e m p lo y e e s  i n  t h e  s t a t e  o f  A l a s k a .  We 
o p e r a t e  t h r o u g h  i n d e p e n d e n t  b u s i n e s s  p e r s o n s .  T h e s e  p e o p l e  a r e  n o t  
u n d e r  o u r  c o n t r o l .  T h e y  c h o o s e  r J i e i r  ow n  .w o r k i n g  n o u r s  a n d  d o  n o t  
h a v e  t o  m a k e  a n  i n v e s t m e n t  i n  o r d e r ,  t o  s t a r t  s e l l i n g .  The m a j o r i t y  
o t  t h e s e  i n d e p e n d e n t  b u s i n e s s  p e r s o n s  h a v e  l u l l  t im e  j o b s  a n d  o n l y  
i ! e i l  p a r t  t i m e .  ' T h e i r  p u r p o s e  f o r  b e i n g  a n  i n d e p e n d e n t  b u s i n e s s  
p e r s o n  i s  t o  e a r n  a d d i t i o n a l  m o n e y  t o  t a k e  c a r e  o f  a n  n u s u g e n c y  
i l l n e s s ,  a  y o u n g s t e r  g o i n g  t o  c o l l e g e ,  o r  t o  b u y  C h r i s t m a s  g i f t s  c u r l  
s o  f o r t h ,  t h e  i n d e p e n d e n t  b u s i n e s s  p e r s o n  c o n d u c t s  s a l e s ,  n o t  o n l y  
i n  o n  i n d i v i d u a l ' s  h om e , b u t  a l s o ,  h a s  c a t a l o g  p a r t i e s  w h ic h  a r e  
i t e l d  a t  o f f i c e s  o f  t h e  i n d e p e n d e n t  b u s i n e s s  p a r s o n  w h o  r e p r e s e n t  
d i r e c t  s e l l e r s ,  s u c h  a s  o u r s ,  w i t h o u t  b e i n g  a b l e  t o  t a k e  a d v a n t a g e  
o f  t h e  p r o p o s e d  i l ’u e y t  s e l l e r  e x e m p t i o n  c h a t  i s  c u r r e n t l y  : n  t h e  
b i l l s .

I t  i s  o u r  h o p e  t h a t  y o u  w i l 1  p i t  i n t o  t h e  b i l l  t h e  e x a u p t i o n  g r a n t e d  
t o  t h e  n i r o c t  s e l l i n g  i n d u s t r y  b y  T R FRA .

T h a n k  y o u  i n d e e d  f o r  y o u r  c o o o e r a t i o n  a n d  p l e a s e  l e t  m e k n ow  i f  y o u  
w o u ld  l i k e  t o  h a v e  a n y  q u e s t i o n s  a n s w e r e d .

d i n c e r e l v ,
' * O  •-r \  j  » 1) ,V

S d u i  D .  K c lo S
vice President/Fi rauee

R D K / r v

Chhjsim as Amounts the W o rld  * x  G if t s  by H o u s e  o f  Li.oyeHb C o o k in ’ r  tin American Wav"' 
11901 G randv iew  Road ■ G randview , M issouri ■ 6*i03o ■ Rhone: 816 767-2102 ■ Fax: 816-767-2930
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T he Tom/ fiostess Service rhvi Company"

APRIL 1 0 ,19M5

DEAR R EPR KSKN ’PATEVEt
AS AN IN DEPEN DEN T  SA LES  PERSON ANT* PR O PR IA T O R  OF A COMPANY 
WITH OVER F IF T Y  .iNDiiE'ENDENT CONTRACTORS. I  F E E L  ET ! b _ . ■
t’ DAT a  CLEAR EXEMTION A P P L IC A B L E  TO .ALL D IR E C T  SJS IJ .KRS  HR 
AIKJPTKU.
L iJTKONGLY SUPPORT ITB. 7.30.
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^L IN D ^  I I .  CORDON 
P R E S . HOME IN T E R IO R S  OF A K . 
r; 4 0 6  LAKE O T IS  PARKWAY 
ANCHORAGE, ALASKA 
9 0 7 -5 6 1 -0 2 0 4  
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Roberta Morgan 
24UU Tasha Or. 
Anchorage, Ak
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Dan Mo»*gan 
Ihree Sisters 
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U p p y p q n n t H t i  V O  i ’ o t f l  ^ O t t

S t  a t«  r..Ht i t o 1 Hu i I d 1 n u 
J u n e o u , AK J % 0 1

i'ear Representative voti-t

P l r a - c  v i ip p o r t  t!*.e G i l l  t o  c x c i i s c c  D i r e c t  

U ncw p loyn^ sn t C o m p e n s a t io n  la w s .  Thank you  .

/ ^ i n c  r e l  • / , /  y r

/  .1 ohn l a t t a  
' Mot-Su K irby 

P.O . Box 372!42 
W a s illa , AK ■■»«W7-2143
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Date Referred : April 6, 1995 FU R T H E R  R E FER RA LS :

Date o f  Comm ittee Action:

The L A B O R  A N D  C O M M ERC E  Committee considered: HB 238

H O U SE  B IL L  NO . 238  NO  U N E M PLO Y M E N T  CO M P FO R  D IR E C T  SE LLERS

"An Act excluding r  n direct se llers o f  consumer products from  coverage under the state unemployment 
compensation laws."

recommends it be replaced /  A same title
with the following committee substitute J -  + C fc ' iZ A iA /T f' [ ] a new title

[ ] additional re fe rra l t o __________________________ Committee
f j attached amendment(s)

A D O P T S :___________________________________ Letter o f  Intent

A TTA CH ES N E W  F ISC A L  N O TE (s ): (Depl) A PPRO V ES  PR E V IO U S :

I J fiscal n o t e ( s ) __________________________ [ ] fiscal note(s) ______________________________________

[ J zero fisca l note (s) ___________________ ( v fz e r o  fiscal note(s)

C H A IR ’ S S IG N A T U R E
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IN  TH E LE G ISLA TU R E  OF THE STATE O F A LA SK A

N INETEENTH  LEG ISLA TU RE  - F IR ST  SESS IO N
BY TH E HOUSE LABOR AND COM M ERCE COMMITTEE

Offered:
Referred:

S ponso rs): HOUSE LABOR AND COM M ERCE COMMITTEE BY REQUEST

A BILL 

FOR AN ACT ENTITLED 

"An Act excluding certain direct sellers of consumer products from coverage 

under the state unemployment compensation laws." 

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

* Section 1. AS 23 .2 0 .5 2 6 (a ) is amended by adding a new paragraph to read:
(2 1 ) service o f  an individual who is a direct se lle r as defined by 26  

U .S .C . 3508 (In terna l Revenue Code), as amended.

CS FOR HOUSE BELL NO. 238(L&C)

-1 - C SH B 2 3 8 (L & C )
N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D I
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FA CSIM ILE TRANSM ITTAL

TA- Representative Pete Kott 
Alaska Lsaislature

FROM: Evelyn Jarvis-Ferris
Vice President. Government Relations 
SHAKLEE CORPORATION

DATE: March 24. 1995

BC* House Sill 238

Number of Pages being sent (including cover sheet): _3_

!f you  have any profclema receiving this transm ittal, contact Jen ife r at 4 1 5 -9 5 4 -2 1 3 2
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! he Honorable Pete Kctt 
Alaska Legislative Building 
Stats Capitol
Juneau, Alaska V?S01 

RE: House Bill 238

Dear Representative Kott

I .an writing to ercoxess our cum em  with House Bill 238 dealing with direct sailers and 
unemployment compensation which has been referred to the ccmnutvces on Labor and 
Commerce and State Affaus. Shukiee, as you may know, is a direct selling company and & major 
manufacturer of nutritional personal care and household products that are sold through small 
Business people working primarily out of their homes. As members of the Direct Selling 
Association (DSA), we support the attached amendment that they have uffexed which is 
consistent with federal and other state laws in clearly defining who direct sellers are.

Unfortunately, the language in I LB. 238 does not accurately define ail direct sellers and therefore 
is incomplete and problematic. Die amendment that we are suggesting was earehiily crafted 
and incorporated into the Internal Revenue Code (26 U.S.C Section 3508) in 1082 and has 
worked well m narrowly ami clearly defining direct sellers. Since then, many other states, 
including California, have incorporated this same definition into state law.

Although wc arc pleased that the Legislature is considering clarifying the status of direct sailers 
as it relates to unemployment compensation, it is imperative that the definition be consistent 
with the attached language in order to cover our Shaklse Distributors and other direct sellers 
who live and work lit your state.

I urge your support for this important amendment and thank you for your consideration

Vice President, Government Relations
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D S A  S u g g e s t e d  A m e n d m e n t  ;.o A la s k a 's  L a o o r  a n a  w o r K c r s *  C o m p e n s a t i o n  L a w

':2ct!cn 22.20.S25'3) is amended by adding a new paragraph to raac:

(21) service dv a direct sellers «f

•A) Seen person is:

V) engaged in the trade or business ct selling (ut soliciting the 
sale Gf) consumer products, services or other intangibles to any 
buyer on a buy-seii basis or a deposit-ocmmission basis for resale 
(by ine buyer or any other person) in the home or otherwise than 
:n a permanent retail establishment, or (ii, is engaged in the trade 
or business of selling (or soiicitina the sale of) consumer products, 
services or other intangibles in the hnme or otherwise than in a 
permanent retail establishment,

(B) substantially all the remuneration (whether or not paia in cash) for 
iha performance of the services described in subparagraph (21)(A) 
is airectiy related to sales or other output (inducing the 
performance of services) rather than to the number of hours 
worked, and

(C) the services performed by the person are performed pursuant to a 
written contract between such person and the person for whom 
the services arc performed and such contract provides that the 
person will not be treated as an employee for federal and state tax
purposes.

DSA Suggested Amendment to Alaska's Labor and Workers' Compensation Law

Alternative #2

Section 23.20.526(a) is amended I , 1 adding a new paragraph to read:

(21) services by a direct sellers as defined by 28 U.S.C. Section 3508.
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Moron 27, \D95 y p p a r w a r e

The Honorable Pels Kelt
Chair, House Labor and Commerce Committee
Alaska State Legislature 
S lala Capitol

VIA FACSIMILE

Juneau, AK 99301-1-102
h e : Alaska se 122

H ear R epresen ta tive  Kelt:

! writs on behalf of Tupperware regarding Senate Bill 122, a bill dealing with direct 
sellers and unemployment compensation. It is unfortunate that the bill was passed and 
tha hearing endec before any witnesses (other than the sponsor's staff) were callad as 
Joe Manano of the Direct Selling Association (DSA) was present and signed up to 
testify. The DSA is the national trade association that represents Tupperware and other 
companies which market their products through personal demonstration, primarily 
though not exclusively, in the home. The 150 corporate members reprosant almost 6 
million peoplo nationally who sell for thorn ac independent contractors.

While we agree in principal with the intent of S B  122 to clanfv that direct sellers are not 
currently covered by Alaska's unemployment compensation law, wc are concerned that 
tho legislation would do so in a manner inconsistent 'with Federal and other state laws. 
We nope to offer amendments which will make Alaska's lav/ consistent with the other 
narrow laws which define direct sellers, as we believe such consistency is vital for 
direct sellorc and the administrators of the law. Without amendment, the current draft 
of the bill does not accurately define all direct sellers and presents the undesirable 
possibility that some well known direct sellers would not be able to qualify under its 
provisions. We trust this seriaus flaw can be simply remedied by referral lo the existing 
definition of "direct seller" used in the federal Internal Revenue Jodo. We hope to do 
so with the agreement of all interested parties. Federal language has been in place 
since 1982 and has proven to be an effective, limited definition for federal tax purposes. 
Only (rue direct sellers (Avon Representatives, Amway Distributors, Kirby salespeople, 
Mary Kay Beauty Consultants, e tc .. ) have qualified under this Federal definition, Wa 
believe the referaneo to or incorporation of this language into Alaeka'e law will ba th#



•Masha SB 122 
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r*vo

simplest, most limited end effective manner of cianfying direct sellers' status under the 
law. !n the abser.es or such an amendment, we oppose ultimate passage cf SB 122. 
On behalf c f the thousands cf Alaskan direct sellers. ! thank you for your consideration 
of our concerns,

sincerely,
' -  - ~7"sl

 ̂ r iA j. X  V.CL \ t < T .V / V J  ' S kAp>l

Lav/no Platt Hal!
Director, Externa! Affairs

cc: Joe Manano ^Direct Selling Association)
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A m w a y  C o rp o r a t io n . 7575 Fu l l on  S treet East. Ada. M i c h i g a n  49355 -0 001
L e g a l D iv is ion

March 2 1 , 1995

The Honorab le Pete Kott 
House o f  Representatives 
Capito l Building 
Juneau, A K  99801 -1182

Su b je c t: H ouse B ill 238 / D irec t S e lle rs

D ear Representative Kott:

1 understand House B ill 238 , a b ill under your sponsorship proposing to exempt direct 
sellers from  coverage under the state unemployment compensation law , may soon be heard in 
the House State A ffa irs  Committee. W hile  Amway certain ly understands the intent o f  the 
legislation, we must express ou r opposition to the b ill in its c u rre n t fo rm  on beha lf o f  our 
many independent A laska distributors.

By way o f  b rie f background, Amway Corporation is a manufacturer and distributor o f  a 
wide variety o f  home care and personal care products sold by thousands o f  independent 
distributors throughout the country. A laska Amway distributors sell products to fam ily , 
friends and neighbors, while interesting others to do the same, in an e ffo rt to supplement their 
fam ily  incomes. Amway distributors currently operate in a ll 50  states as w ell as ove r 60 
countries and territories. Certa in ly , Amway is concerned about legislation which could 
inadvertently impact these very small businesses.

D irect se llers such as Amway distributors are not employees o f  Amway Corporation 
but are instead independent contractors. They decide fo r themselves the hours during which 
they wish to pursue their opportunity and the amount o f  e ffo rt they wish to expend. They 
determ ine the prices at which they sell their products, are responsible fo r the business expenses 
they incur, they keep their own records and accounts, bear the risk o f  loss, and keep fo r 
themselves the fruits o f  their enterprise. They are tru ly independent business persons and their 
status as independent contractors is not disputed.

W h ile  HB 238  proposes to specifically exempt direct se llers from  the state 
unemployment compensation law , unfortunately the b i ll ’ s language is Hawed. The language 
should track existing law in some 25 states which directly fo llow  the federal language enacted 
in the Tax Equity and Fiscal Responsibility Act o f  1982 (T E F R A ). This language is time- 
tested and ensures that legitimate direct sellers are indeed exempted from  coverage under the 
state employment laws.

F A X  (6 1 6 )  6 7 6 - 9 0 2 7
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HB 2 3 8 ’ s language, on the other hand, is lim ited to sales made at a prospective 
customer’ s home and does not cover sales made at either the direct se lle r ’ s home o r  at any 
other location . However, Amway distributors, and many other direct se llers, may 
demonstrate, explain and sell their products at their own homes and other locations, including 
businesses, public ha lls , schools, churches and the like. It is unwise to lim it the language to 
the customer’ s home; a direct se lle r ’ s status should not depend upon where he o r she makes a 
sale, it should instead key on the activity itself.

Second, HB 2 3 8 ’ s definition o f  “ compensation" is unnecessarily specific. Amway 
distributors may earn money not on ly on their basic discount when products are bought and 
so ld , but may also earn money through earning performance bonuses. These performance 
bonuses are based not on ly  on one ’ s own sales, but a lso on those o f  the d istributor’ s 
downlines. However, HB 2 3 8 ’ s language deviates from  the accepted language and could be 
narrow ly interpreted to be lim ited to a d istributor’ s own sales. Consequently, while the status 
o f  direct sellers such as Amway distributors is certainly not in dispute, we are concerned that a 
d istribu tor’ s normal activity which fa lls  outside the language o f  H B  238  could inadvertently 
subject them to state unemployment compensation law.

There fo re , Amway respectfu lly urges you to hold HB 238  so that these differences can 
be resolved. I understand Joe Mariano o f  the D irect Se lling Association w ill be in Juneau fo r 
the committee hearings and can answer any questions you may have. In the meantime, i f  you 
wish to contact me directly , please call me at (6 1 6 ) 6 7 6 -7 010  o r by fax at (6 1 6 ) 6 76 -5624 . 
Thank you fo r  you r attention to ou r concerns.

D irk  C . B loemendaal, Counsel 
Corporate Government A ffa irs

Attachment (T E FR A  language)

cc: Members o f  the House State A ffa irs  Committee
Joe M ariano, DSA



TEFRA LANGUAGE

(a) G en era l ru le .—For purposes of this title, in the case of servic­
es p erfo rm ed  as a qualified  real estate agent o r as a d irect seller—

( 1) the ind ividual perform ing  such services shall not be trea t­
ed as an  em ployee, and

(2 ) the person  for w hom  such services a re  perform ed shall 
not be treated  as an  em ployer.

(b) D efin itio n s.—F or purposes of this section—
(1) Q u a lified  rea l e s ta te  agen t.—The term  "qualified real 

estate  agent" m eans any  individual who is a sales person if—
(A) such  individual is a licensed real estate agent,
(B) substan tia lly  all of the rem u n era tio n  (w hether o r  not 

paid  in cash) fo r the services perfo rm ed  by such individual 
as a real estate  agent is d irectly  related  to  sales o r o ther 
ou tpu t (includ ing  the p erfo rm ance of services) ra th e r than  
to  the n u m b er of hours w orked, and

(C) the services perform ed by the ind ividual are per­
form ed p u rsu an t to a w ritten  con trac t betw een such ind i­
vidual and  the person  for w hom  the services a re  perform ed 
and  such co n trac t provides tha t the individual will no t be

2 6  §  3 5 0 8  F .V lt 'L O Y M E N T  T A X E S  S u b tit le  C

trea ted  as an  em ployee with respect to such  services for 
Federal tax purposes.

(2) D irect se lle r .-  The term  "direct se ller” m eans anv  person 
i f -

(A) such person—
( I) is engaged in the trad e  o r business of selling (o r 

soliciting the sale of) co n su m er p roducts  to any  buyer 
on a buy-sell basis, a dcposit-com m ission  basis, o r  any 
sim ilar basis which the S ecre tary  p rescribes by regula­
tions, for resale (by the buyer o r any  o th e r person) in 
the hom e o r otherw ise th an  in u p erm an en t retail 
estab lishm ent, o r

( I I ) is engaged in the trad e  o r business of selling (o r 
so liciting  the sale of) co n su m er p roducts  in the hom e 
o r o therw ise than in a p e rm an en t retail estab lishm ent,

(B) substan tially  all the rem u n era tio n  (w hether o r not 
paid in cash) for the p erfo rm ance of the services described 
in su bparag raph  (A) is d irectly  related  to sales o r o ther 
ou tpu t (including  the p erfo rm ance of services) ra th e r than 
to  the n u m b er of hours w orked, and

(C) the services perform ed by the person  are  perform ed 
p u rsu an t to a  w ritten  con tract betw een such person and  the 
person  fo r w hom  the services a re  perfo rm ed  and  such 
co n trac t provides that the person  will not be treated  as an  
em ployee w ith respect to such services fo r Federal tax 
purposes.

(3) C o o rd in a tio n  w ith  re tire m e n t p lan s  fo r se lf-em ployed .—
T his section shall not apply for purposes of subtitle  A to the 
ex ten t that the individual is trea ted  as an  em ployee u nder 
section 401(c)(1) (relating to self-em ployed individuals).

(Added Pub. L. 97-248, Title II. § 269(a), Sept. 3. 1982, 96 Stat. 551.)

§ 3508. Treatment of real estate agents and direct sellers
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