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1 urge yon to kill this bill today and introduce one to impose an income tax.
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March 27, 1995

Representative Pete Kott, Chair

House Labor and Commerce Comm ittee
State Capitol Building, Room 432
Juneau, AK 99801-1182

Representative Kott:

lam an employee of the University of Alaska Southeast - Ketchikan campus. lunderstand
that the House Finance Committee is proposing to reduce state employee wages by
approximately 5%. | ask you to make the employees of the University of Alaska exempt
from House Bill 236.

Let me tell you ab about myself. | am a 28 year-old single parent with one child. My son,
Mike, is seven years old. My ex-husband lives in Montana and | have not received a child
support check since July 29, 1994, During the last nine months, he has been extremely crafty
at dodging child support orders by switching jobs. Short of booking a flight to Montana -
at my expense - to appear in court, | have done just about everything | can to try and get
regular payments to assist me in raising my child.

lam the Admissions & Records person (I am a one-person department) and do you know
what | get paid? $11.55 per hour. Yes, $11.55 per hour. That is just $24,000 per year. |If
you cut the lowest paid employees in the system how much do you think you're going to
save?

My child is enrolled in a daycare program after school. | receive assistance to keep him in
that program. | am trying my very best to make his childhood happy, healthy and filled with
love. How can | give him those things if | have to find an evening job just to pay my bills?

| have worked for the University for almost two years - 1 have yet to receive a pay increase.
When the new pay scale was implemented | fell between the cracks. | made 1 cent more
than the lowest step on the scale, therefore, | did not receive an increase. University salaries
have increased by half of what state salaries have over the past 10 years.

Please make University employees exempt from House Bill 236. To be honest, 1don'tknow
how | would survive making any less than | do right now. Thank you for your time.

Brenda Jepson
PO Box 23443
Ketchikan, AK 99901

Sincerely,



LEAH ARONOW-BROWN
PO BOX 10342
FAIRBANKS AK 99710

March 27, 1995

Dear Pete Kott:

This is in re%ard to HB236, which threatens to cut my salary 5%.
Please understand that my situation is similar to that ofa large
number of staff on the UAF campus, the majority of whom have modest
salaries and do the work of more than one person due to previous
cutbacks over the past several years.

This is my sixth year as the secretary of the Dept, of
Communication.~ | am the sole staff suPport for the classroom and
research work of six faculty, dozens of majors and minors, and hundred
of students. This Year | had cut two weeks off my already short 10
month contract due to bud?et cuts in College of Liberal Arts, while
seeing my duties and workfoad increase due to increased enrollment and
the arduous program assessment process this university just went
through. Next year my workload will increase even further, since |
will be suppporting 13 faculty and assisting in the impelmentaion of a
new Master's degree program. " | also volunteer my service to the _
university by sérving on some committees such as Staff Training (which
Is producing quality training for hundreds of staff at nearly zero
P%dgewland PedlaUOn to prevent grievances from reaching the costly

itigation stage.

! | am prqug of my service to this university. My exemplary record
and outstanding job evalations attest to that quality of service. For
this work | am paid, after 6 years, $11.51 per hour.” That seems like
a very modest pay rate to me, con3|der|n% comparable pay scales in
both the public sector and in other "state" jobs. ,

~To cut my pay 5% would put my rate of pay below my starting rate
SiX years a?o. This seems like a“slap in the face to all of us who
give our all to support this state's higher education. This seems
especially harsh in the face of the recent program assessment process,
which has” cut beyond the bone. Isn't that enough?

Please don't let the Legistative Mad Slashers, who feel any cuts
are justified, randomly punish good, caring workers. Please recognize
that UAF is doing its part to tighten belts already. Recent severe
cutbacks over the past years have been demoralizing enough for
everyone at UAF. aV|n? to justify my existence and jUStIEY receiving
this” modest wage for all my work is pretty sad. Please understand
that money is not the bottom line; quality education, wherein lies the
future of this state, is the real bottom Tine. Believe me when | tel
you, the state is getting more than its money's worth from the good
staff of UAF. Please do not make this rash move that will traumatize
and drive away quality staff faculty, and students.

Thank you,

Leah Aronow-Brown



M arcia L. Yenor
P.O. Box 1617
Ward Cove, AK 99928

March 27, 1995

Rep. Pete Kott, Chair

House Labor & Commerce Commi ittee
State Capitol Building, Rm 432
Juneau, AK 99801-1182

Re: House Bill 236

Dear Rep. Kott:

lam presently employed by the University of Alaska Southeast as Personnel Technician.
Il am new to Ketchikan and would like to continue to make Alaska my home, however,

House Bill #236, if passed, would make that impossible.

| was excited about obtaining a position with the University. The rate of pay was not as
high as | had hoped, but | thought the benefits, the people, the job itself, not to mention
living in Alaska would partially compensate. | have since found that the cost of living in
Ketchikan makes it difficult to make ends meet on my present salary. If Iwere to receive

a 5% salary cut, | would have to go elsewhere, where the cost of living is not as high.

lcould quote the statistics on the UAS workforce versus state employees, however, | am
sure you are well aware of them. Basically, we work longer hours for less pay, have
fewer holidays and fewer benefits in general. Since we are not treated as state
employees in this respect, | would like to request that we not be treated as state

employees regarding the salary cut.

Please carefully consider the impact on UAS employees if they are not exempted from
Bill 236.

Respectfully yours,

M arcia L. Yerior



Steven L. & Beth M. Davis
2452 0ak Drive
Anchorage, Alaska 99508

March 24, 1995

Pete Kott

State Capitol

M/S 3101

Juneau, Alaska 99801-1182

Dear Representative Kott:

Please note ourstrong objection to House Bill No. 236. If passed, this bill will unfairly impact State
and University of Alaska Employees. We are twenty-yearresidents of Alaska and have endured many
sethacks due to dwindling revenue. However, we fear that, this 5% cutback would impactourhousehold
beyond recovery.

Please consider the real people behind the statistics. The cost ofliving in Anchorage has not decreased
overthe pastfew years. This legislation would have devastating consequences on our ability to feed and

house our family.

Thank you for yourconsideration.

Steven L. and Beth M. Davis
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Anchorage, Alaska ¢9508

Match 29, 1995

Mr. Pete Mott
Ihairman. Labor and Commerce Coinroiitrt*.
"louse ofRepresentatives. titatc Capsto!

Juneau, Aiaska v980i-?«82
fhscr Mr. Kott:

it has come io my atteution that the Labor and Commerce Coimniliee is currently considering a
bill which wouid reduce salaries oi'ull slate employees by Sdc. i feel compelled to write. opposing
tiiis legislation which would have a traumatic effect on rank-and-file workers such as myacif.

Hie University recently implemented a new salary scaie which piovided me wirh a raise that took
effect on January i. The oniy reason 1received araise was because my saiary woh so low that i
bad to be increased to put me on the bottom rung of the scale for the range ot my position. Now
I'm looking at the prospect oflosing everything that | just gained, especially since such a thing as
a “merit raise” seemingly does not exist at the University | have had superior evaluations since
beginning my employment at the University nearly three years ago, however, excelling at my job
docs notyield any increase in compensation

would propose that before cuts are made across the boaid for all workers, the legislature should
ciosciy examine a University that is top heavy Iadministrative personnel and salaries. W orkers at
my level have the most direct contact and impact on the people we are here to serve - the
students. W hile a cut across the bonrd may seem fuii on the surface, it hits the rank-and-fitc
workermuch harder in the pocket book than it does the high-paid administrator. | think there are
anumberofadministrators with six-figure or near six-figure .sninries who could be pared from the
ranks in a more slieumlined organization. Whenever there isa change at the top of the University
administration, there is always money available for high-priced staff, moving expenses, etc., but
there never sooms to be enough money available to adequately compensate the workers in the
trenches dcaiing with students on a daily basis.

Looking at such drastic prospects regarding my salary certainly lias me reevaluating my decision
to accept employment at the University. I'm sure others in my situulion aie thinking the same
thing. I'his University isnot in a position where it can afford to lose quality workers to the private
sector, or even worse, to jobs out of slate, I've had experience as a student or employee at five
othor univeroities, and the University o f Alnska hasa long way to go to match the efforts of some
0 fthose institutions. Imposing a 5% salary cut on all employees will make it even more difficult
for the University to find the staffit needs to compete with those schoaols.

It is my sincere hope that tiie state legislature investigate other ways to make the University

system more efficient and cost-effective before taking such an extreme mensuie as the proposed
salnry cut.

Uave Matcer
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[e. HB 236

date: Axil 20, 1955

PAages. 1 irclwingoover sheet
Pleese vote NO tothe proposed Sk pay aut for tateenployees!

lam a lepl ssaretarywith the Rublic Defender Agency inPaler. 1have 0 yearsofeqerience ssassaetary. Icam
approximetely S5.00ayear.  Iwork more then a 7-1/2hour workday without comp time oroertine.  Itekeno
bresks during the day; most days Iwork through ludh. 1 provide ssaetarial, paralecal, oiliecmanagement and
reptimist duties for five attomgys, one iInestigatar, and one ortwo intars.  lalsogpervise one part time diarical
personad. ifive arc forturate enough togetvolunteer workers. lalsos pervise the JTPA trairess. Our office
proviices defanse Tor 200+ new diantsevery month, sowe areaverybusy office. Sometines we are trediat’s kst
chance forhelp, and we assistthem in gettairg drug or aladhol e ebilitataanor mental healthaourseling. We perform
avery necsssarysavice.  The attomeys Iwork with put in laghours, working e inbotte night and weekends.  No
one Inmy officehes an "easy State jdb,' ' nor docs anyone inany of tte aganciies Iwork wirth (Gourthouse, Jovenile
Prdoation. Adult Prabation. District Attormey"s Office, Dept, ofConrectias).-

State employees arcukrpaid; related jaos inBorough. Municipal o Feckeral goverments arcoonsiicerebly higrer.
Forexarple, cs a lecpl searetary inthe Feceral Publlic Defarders, Imade over S30000. As a PoliceClerk fartre
Muni, ofAnchorage, 1alsomade over $30000. A lepll seaetary far leeMat-Su Borough starts at$ 6.0 per haur!
Attormeys atthe Feckral leel startat $90,00 per year, intre State led they startat S45,000 per year-

1syport a family of faur almost entirelyonmy salary of SZ5. (00 per year; my husband works as anewspaper
Grier, and hissalary isarsiderably kss. A 5l pay autwould amourtt 1o about $100 permonth forme, whichmay
notsound likea lotto pegple eamiing $50,00plus a year, hut atmy salary thet isa devestating ks, 1Nealreedy
affered tiirogh Ilrcyears ofwage freezesand the inoreese of insurance premiuns. People likeme attte loner erd
oftre pay scale real iy hurt from those * it "tilios.

Iwork very hard and 1am very good atwhat 1cb. but 1an™taffard towork farthe State ifstaieerployees arc going

tobe tre taget of tre lagiskture, tremediia and tremisinformed pbllic.  State employees arc just pegplle working and
tyingtosurviwe likeamvore ek, Pleese vote apinst tre Sopay at.

From the ilnkof...
Chiryl McKtinty
1701 Scotwood Drive
Wajillu, AK 9601

07-37130)565
X_
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ALASKA PUBLIC DEFENDER AGENCY

DATE: April 20, 1995
TO: Beverly [\faxak
FROM: Mary D eaver®y”™u”.
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, | am paid a good salary for which 1am very grateful. However, |
have almost $65,000 outstanding (n Alaska student loans and a loan payment of more
than $650 per month. This considerably reduces the amount | have to live on. |
also owe money to my family and friends, all of whom have helped me over the past
fﬁw years as | struggled through school on loans. 1°d like to feel I can at last repay
them.

Although I will feel the pay cut keenly, | 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

Lhe fact that public defenders generally have greater caseloads and work longer
ours.

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. | know state employees
have a bad reputation, but most of us are dedicated, hardw orking employees.

md
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03/17/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM
15:14:10 PARTICIPANT LIST (ALL PARTICIPANTS)
TCN:50435 SCHEDULED FOR:03/17/95 15:00 TO 17:00
PUBLIC HEARING HOUSE LABOR & COMMERCE

LOCATION:KEN/SOL

HB.236 > -MS. GINA SAMUEL DOC
HB 236 MRS. ELAINA SPRAKER SELF

-Trr?
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 HOUSE LAEOR & COMMERCE

LOCATION:GLENNALLEN

HB 236 MR. ALLEN ODELL AV / /
03717795 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM
15:19:34 PARTICIPANT LIST (ALL PARTICIPANTS)

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

PUBLIC HEARING HOUSE LABOR & COMMERCE

LOCATION:FAIRBANKS
HB 236 MR RICHARD SEWARD

HB 236 MS. DEBRA CHRISTIANSEN

HB 236 MS. PAT MOSS

LTN1150
BY :SOL

FOR:-SOL

TESTIFY

TESTIFY
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LTN1150
BY :INU

FOR :GLN

TESTIFY

LTN1150
BY :FBX

FOR:FBX

TESTIFY
TESTIFY

TESTIFY
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STATE OF ALASKA

1995 LEGISLATIVE SESSION

Revision D ate:

FISCAL NOTE
BILL NO.

Department Affected: Administration

Title: “An Act relating to workers' compensation insurance rate BRU: Risk Management
filings: to second independent medical evaluations,,."”

Sponsor: Mulder

Component: Risk Management

Requestor: (H) I-&C

COMPONENT SERIAL NO. QQ71

EXPENDITURES/REVENUES:
OPERATING EXPENDITURES

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

OTHER

TOTAL

Estimate of any current year (FY 95) cost: S-0-

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

FY 96

0.0

0.0

0.0

0.0

o

(Thousands of Dollars)
FY 97 FY 98 FY 99 FY 00

0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0

1 0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

o
o
o
o

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

Prepared by: J. Brad.Thompson. Directoi

Division: Risk Management.

Approved by Commissioner:

Agency: JlepartmeMfILAdnmistration-

Phone: 465-5723
Date:

Date:

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

Rev 01/95

LEG\95\FN95HB.237

For further distribution information, call the Governor's Legislative Office

HB237

FY 01

0.0

0.0

0.0

0.0

o

Page .of



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 237
1995 LEGISLATIVE SESSION
Revision Date; Department Affected: Labor

BRU:
Componsr

WorkersICompensation
Amendments

Representative Mulder

House Labor & Commerce

Title:

Sponsar;
Requestor:

EXPENDITURES/REVENUES:
OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING

FY 96 FY 97 FY 98

0.0 0.0 0.0

CAPITAL

CHANGE IN REVENUE
FUND SOURCE#

FUNDING:
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

0.0 0.0 0.0

Estimate of current year (FY95) impact. $ None
ANALYSIS: (Attach a separate page if necessary)

Workers' Compensation

COMPONENT SERIAL NO.

(Thousands of Dollar

Workers' Compensation
344

q
FY 99 FY 00 FY 01

0.0 0.0

(Thousands of Dollars)

0.0 0.0

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.

Paul Grossl. Director >

Prepared by:
Division: Workers' Compensation

Approved by Commissioner:  Tom Cashen, CommIsslpncr A
Agency: Department of Labor

PREPARER TQO PROVIDE ALL DISTRIBUTION COFt’

I
For further distribution information call th

Rev 10/94

0.0

0.0

Phone : 465-2790
Date : 3/10/95
Date: 3/10/95

ES TO GOVERNOR'S LEGISLATIVE OFFICE
e Governor's Legislative Office

Page 1 of 1



FISCAL NOTE

STATE OF ALASKA

1995 LEGISLATIVE SESSION
Revision Date:
Ttk WorKers™ Compc.isation Amendments

Sponsor: Representatives Mulder, Porter

Requestor:

OPERATING EXPENDITURES FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND &STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0

CAPITAL EXPENDITURES
CHANGE IN REVENUES

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 General Fund

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0.0

Estimate of any current year (FY 95) cost: S

POSITIONS

FULL-TIME 0
PART-TIME

TEMPORARY

ANALYSIS:
No fiscal impact.

(Attach a separate page if necessary)

Prepared by:
Division:

Approved by Commissioner.

Insurance
William L. Hensley

Joan Brown, Administrative Officer

FY 97

0.0

0.0
0.0

Agency:

Commerce and Economic Development

N

BELL NO. HB 237

Department: Commerce and Economic Development
8RU: Insurance
Component: Operations

COMPONENT SERIAL NO. #354

FY 98 FY 99 FY00 FY 01

0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0
0 0 0 0
Phone: 465-2597
Date: 3/8/95
W><MAVp), 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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03/15/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

15:10:37 PARTICIPANT LIST (ALL PARTICIPANTS)
TCN:50415 SCHEDULED FOR:03/15/95 15:15 TO 17:00

PUBLIC HEARING HOUSE LABOR & COMMERCE

LocaT1on “ANCHORAGE

HB 237 KEVIN DOUGHERTY
HB 237 DAVID FORD
HB 237 WILLY VAN HEMERT

LEG1SLATIVE ~ conference NETWORK system

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 I
HB 237 KEVIN
HB 237 DAVID

HB 237
WILLY

LTN1150

BY :ANC

FOR :ANC

TESTIFY

TESTIFY

TESTIFY

LTN1150

BY :ANC

FOR :ANC
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(7)
Date Referred: March 6, 1995 FURTHER REFERRALS: Judiciary

Date of Committee Action; 3"1$

The LABOR AND COMMERCE Committee considered: HB 237

HOUSE BILL NO. 237 WORKERS"COMPENSATION AMENDMENTS
"An Act relating to workers' compensation insurance rate filings; to second independent medical evaluations
for workers' compensation claims; to immunity for third-party design professionals from civil actions hy
recipients of workers' compensation benefits; to workers' compensation death benefits; to computation of
workers' compensation benefits; to penalties for fraudulent acts related to workers' compensation; to immunity
for employer workplace safety inspections related to workers' compensation insurance; and providing for an

effective date."

recommends it be replaced f ] the same title
with the following committee substitute [ ]anew title
| additional referral to __ Committee

lattached amendment(s)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): (Ucpo APPROVES PREVIOUS: (QCoptile)
| | fiscal note(s) [ ] fiscal note(s)
zero fiscal note(s) [ ] zero fiscal note(s)
LH-

SIGNING WITIURECOMMENDATIONS

CHAIR'S SIGNATURE.
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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. | 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 aska Siaii C\iit>i; )i Mu, AK 49801*1182 ¢ Piiom (‘>07%465 2647 » Fan (907%465-3518
716 W. 4ni Ayim i; Anhioiiaii, AK 99501-2133 « Piiom (907) 258-8193 * Fax (907) 258-5511



Sponsor Statement
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.



LABOR-MANAGEMENT

AD HOC COMMITTEE
ON WORKERS' COMPENSATION

February 23, 1995

The Honorable Eldon Mulder
Alaska State Legislature

State Capitol
Juneau, Alaska 99801-1182

Dear Representative Mulder:

The Alaska Labor-Management Ad Hoc Committee on Workers' Compensation
is in its thirteenth year of service as a private citizen initiative group formed to
fairly address concerns in regard to the Alaska Workers’ Compensation system.
I: was through the efforts of the Ad Hoc Committee that major legislative reform
was passed in 1989. Those measures resulted in four years of premium
reductions, with 1994 being the first year of a rate increase since 1987.

The Ad Hoc Committee has been meeting regularly since October, 1993 in an
attempt to work through some major issues related to workers’' compensation.
We have recently reached a resolution on several key items that form the basis
of our proposed 1995 legislation. Our proposedlegislation has had a
preliminary review by the Division of Workers’ Compensation The proposed bill

contains the following elements:

. Death Benefit Revision - The current death benefit has a 10-year cap
and also calls for the reduction of benefits at the 5- and 8-year time
frame. Although the 10-year cap is still retained to control the cost of
claims, itwas suggested that the reduction intervals could create
hardships for a surviving spouse with small children. It has been
estimated that the elimination of the 5- and 8-year reductions will result

in an average premium increase of 0.6% .

Van Blene - This portion of the bill provides immunity for insurance
carriers, trade associations and other persons providing worksite safety
inspections. These inspections are often voluntary and are conducted
in the interest of promoting safety in the workplace. Without this
immunity, many of the workplace safety inspections will be curtailed to
the disadvantage of both employees and employers.



Representative Mulder
February 23, 1995

Page 2

Design Professional Construction Site Liability Limit - Design
professionals (i.e. architects, engineers and land surveyors) have
limited involvement at the construction site with their main function
being periodic observation for conformance to design requirements.
W hile the role of design professionals is clearly defined in contract
language, there have been a number of instances in which design

professionals have been drawn into lawsuits based simply on their

presence at the site.

The proposed statute still allows the injured employee of the contractor

to bring suit against the design professional based on negligent plans

and specifications. However, the statute prevents the more general
charge of professional negligence through failing to detect potentially
dangerous conditions during observation of construction. The

recognition and correction of such conditions is the sole responsibility
of the construction contractor who has control of the work.

Fourteen other states provide a similar immunity, with eight states

utilizing nearly identical language.

Contractor Premium Adjustment Rate - The construction industry
has long sought a more equitable method of distributing the cost of
workers' compensation premiums. With the large variance in pay
scale, higher paying employers pay a larger cost for workers'
compensation although some costs related to injuries are fixed
regardless of wage (e.g. medical, vocational rehabilitation). To bring
about a more equitable system, twelve states have adopted regulations
establishing a premium adjustment program for the contracting
classifications. The process is handled administratively by the rate

setting authority.

Determination of Spendable W eekly Wages - A recent Supreme
Court decision in the Gilmore case has resulted in confusion regarding
the calculation of compensation benefits. The proposed legislation
provides a fair, efficient and predictable method of calculating
compensation benefits. The methods developed are patterned after
model language suggested by the court in the Gilmore ruling. The
legislation recognizes the importance of establishing a fair
approximation that does not rely on various open-ended
determinations that cause uncertainty and increases litigation for both

the injured worker and their employers.

Fraud - The revised section broadens the definition of
misrepresentation and gives the Board the authority to order

reimbursement of monies fraudulently obtained.



Representative Mulder
February 23, 1995
Page 3

The Ad Hoc Committee supports the proposed bill as a single package agreed
to by both sides. If you have any questions pertaining to any portion of the bill,

please feel free to contact us at any time.

We would also like to point out that there are more issues involving workers'
compensation that we will be addressing in the future. These include group
self-insurance, medical cost containment (the medical cost portion of worker's
compensation payouts in Alaska have more than doubled between 1988 and
1992, from approximately $20 million to in excess of $50 million), review of
presumption of compensability, and review of benefits including health
insurance. These issues will take further research and a great deal of
discussion with various groups but they must be dealt with to insure that
Alaska's Workers' Compensation system adequately protects injured workers

while maintaining an equitable program for employers.

We thank you for your patience in allowing the Ad Hoc Committee to prepare

our agreement and we look forward to your continued support in the future.

Sincerely yours,

Willem Van Hemert

CRW Engineering Group

Elaine Taylor
Taylored Restoration Services

Mary Shields
Northwest Technical Services

Eric Tollefsen
CARRS Quality Centers
Treasurer, WCCA

Senator Tim Kelly
Representative Pete K ott

Representative Brian Porter

District Council oflLaborers

Jeffrey Wertz
M achinist Union Local 601

Royce Rock
Carpenters Union Local 1281

David Ford

Alaska Ilronworkers



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-38670r -465-2450

LV g907) 465-2029 130 Seward Street, Site 409
Mail Stop 3101 Juneau, Alaska 99801-2105

MEMORANDUM March 10, 1995
SUBJECT: Sectional Summary of HB 237. (Work Order No. 9-LS0778\C)
TO: Representative Eldon Mulder
Attn: Tim
FROM: Michael F. Ford

Legislative Counsel
You have requested a sectional summary ofthe above-described bill.

As apreliminary matter, note that a sectional summary ofa bill should not be considered an
authoritative interpretation of the bill and the bill itselfis the best statement o fits contents.

If you would like an interpretation of the bill as it may apply to a particular set of
circumstances, please advise.

Section | Findings and purpose for section 7.

Section 2. Prohibits an increased insurance rate filing for workers' compensation insurance,
ifthe rate is based on a risk in the construction industry and the risk only consists ofa higher
wage rate. Requires the director of the division of insurance to accept certain workers'
compensation rate filings.

Section 3. Provides that a design professional who provides professional services for a
construction project may not be held civilly liable for an injury to a person receiving workers'
compensation benefits if the person is injured at the job site of the construction project.
Provides certain exceptions for the immunity ofthe design professional.

Section 4. Changes the second independent medical examination ofan injured employee from
mandatory to optional at the request ofthe board in cases where there is a medical dispute
over workers' compensation coverage.

Section 5. Requires that benefits payable to recipients residing outside of Alaska be calculated

on wages earned in Alaska, ifAS 23.30.220(a)(6), (7), or (10) apply to the calculation of
gross weekly earnings.

Section 6. Changes death benefits to provide that benefits are not reduced at five and eight
years after death,



Representative Eldon Mulder
March 10, 1995
Page 2

Section 7. Provides for calculation ofan employee's gross weekly earnings. Gross weekly
garnings minus payroll tax deductions equal the employee's spendable weekly wage. The
employee's spendable weekly wage is used to calculate the compensation due an injured
employee under AS 23.30.

Section 8. Imposes penalties for fraudulent or misleading acts related to workers’
compensation benefits. Requires that a person who obtains benefits fraudulently, must make
full reimbursement and pay costs and attorney fees ofthe employer and employer's carrier,
Provides for default and collection procedures.

Section 9. Provides that an employer's safety inspector is not civilly liable for acts or
omissions in performing certain workplace safety services, unless the act or omission
constitutes intentional misconduct.

Section 10. Definitions ofseasonal and temporary work.

Section 11. Transition section for certain insurance rate filings.

Section 12. Applicability section for section 2.

Section 13. Effective date.

MFF.glc
95-21 l.glc






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, compensation.

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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0 j 19501 E. Walnut Dr.. BOX 1950. City of industry. CA 917-a0
WTO 598-0598 FAX (909) 594-6901

FAX TRANSMITTAL FORM
C(If you ild not receive this FAX complete,
nieacc call 309-598-8598 or FAX 309-594-8961)

DATE: April 7. 1995
FAX TO: Refo. Peto Kott
Alaska State Legislature
State Capito
Juneau, AK 99001-1102
FAX HO: (907) 4G5-2819
FAX FROM: Mulford J. Hobbs
President and CKO
SUBJECT: Adoption of House B ill 238

VO. OF PAGES: 1
(including this sheet)

Dear Representative Kott:

As the President of a direct sales comPanv doing business
for over 36 year3, | strongly believe that direCt sellers,
as small indéependent busingss people, should not be eligible
for unemployment compensation.

Direct sales people are not emplo¥ees_ of the company, They
are in business for themselves. heir. earning3 are "based
upon their sales efforts, There are literally millions of
direct sellers in the United Statec alone. The moneP/_ that
they earn trom their part-time efforts in direct selling
contributes ?reatly to the economy of every city, town,
county and state. " The effect of making thém employees would
cause man%/ companies to get out of the direct selling
business because of the increased record keeping _
requirements and costs. It woyld also demand more stringent
requirements on the direct selling individual's time and
reporting. Tt would make it .impossible for a large _
Berc,entage of these people to remain in the direct selling
usiness” and aiso have a definite effect on the economy.
HouBe B ill 238 confirms thin status by referring to an
accepted standard of the federal law and eliminates any
chance that existing law could be misapplied to direct

sellers.
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dlrect selling companies in the iTnited States.

Thank- you for your consideration of Hotye B ill 23fj.
Sincerely yours,
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Mulford >T. NUbbs
President and CEO
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v 1 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 TfTederal government and dozens of other states have adopted
direct seller exemptions with exemption Jlanguage which 1is
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. |IFf the bills are not changed, they will not benefit the
direct sellers or the direct selling iIndustry in Alaska.

Sincerely, RECEIVED

APR = 1395
Christopher J. Panus
Legal Coordinator Hili .

cC: Executive Board

"16 East vtuie trrei

16 : err> X|| :
(716) 373-6141 +i- 7161 T3 &145
#)CUTCO The Worlds Finest Cutlery



DSA SUGGESTED AMENDMENT
TO ALASKA'S LABOR AND WORKERS' COMPENSATION LAW
ALTERNATIVE WU

Sec. 23.20.526(a) is amended by adding a new paragraph to read:
(21) service by a direct sellers if
(A) such person is:

(i) engaged in the trade or business o f selling (or soliciting the sale
of) consumer products/services or-sahei iultsg&les™o any buyer on a buy-sell basis or a
deposit-commission hasis for resale (by the buyer or any other person) in the home or
otherwise than in a permanent retail establishment, or (ii) is engaged in the trade or
business o f selling (or soliciting the sale of) consumer products, services or other
intangibles in the home or otherwise than in a permanent retail establishment,

(B) substantially all the remuneration (whether or not paid in cash) for the
performance of the services described in subparagraph (21)(A) is directly related to sales
or other output (including the performance ofservices) 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 are 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 W2
Sec. 23.20.526(a) is amended by adding a new paragraph to read:

(21) 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-£z. NetProfit From Business, for
1990 if you operated a business or practiced a
profession as a sola proprietor and you meet
al ol the following roquiemomtn

1) Had gross receipts of $25,000 orleu.
2) Had expenses of $2,000 or less.
3) Use the cash method of aocounling,

4) Did not have a netloss from your
business.

5) Had only one business as a sole
proprietor.

C) Had no employees for the year.
7) Aro not required lo file Fofm 4562.

R) Do notdeduct 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 fordirect sellers. ltdscuwes the tax Ueat-
monlof Income, expenses, and otheriloms re-
latod to your direct soiling business.

10



UIKtCf SELLIMG fISSN

This publication b not intended lor the
salesperson who works In a store, sells
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
0O 15 Circular E, Employer'sTax Guide

G 453 Travel. Erltftainmaui, and Gift
Expenses

O 505 Tax WIlihhokfing and Estimated
Tax

G 525 Taxable and NontaxaMc Income
G533 self-Employment Tax
O 53S Business Expenses
535 Acoourting Periccsand Methods
563 Taxpayers SLurtng a Ousinoss

917 Business Uso ofaCar

937 Employment Taxesand
Informal/on Returns

a
O
O 567 Business Usoot Your Home
O
O

O 948 HowTo Begin Depreciating Your
Property

Form (and Instructions)
O 85-4 Application lot Employer
Identification Number

O Sch A(Form 1040)
Deductions

Q Seh C (Form 1040) ProficrLoM
From Business

O SchSE (Form 1040) Self-
Employment Tax

O 1040 U.S. Individual Incomo Tax
Roturn

0 1040-CS Estimated Tax tor Individuals

O 1099-MISC Miscellaneous Income

0O 2210 Underpayment ol Estimated Tax
by Indrvkteab and Fiduciaries

ltemized

0O 4562 Depreciation and Amortization
6196 At-Blsk limitations

0O 6029 Expenses tor Business Use of
Your Home

O

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. Chnrk
your income tax package lor the address.

Direct Sellers

Direct sellers sell consumer products to others
on a poroon to person basis, usually working
outof lhoircwn 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,

Pago 2

TEL: 202-463-4569

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

Adirect 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 rs 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) Inahorns or other place (hatis nota
pormancm retail establishment, or

b) Toanybuycronabuy-sallbasis, ade-
poei-commission basis, or any siinl'ar
brwis for resale by Ihe buyer orany
other person Ina homo or other pIRce
that Is nota permanent retail
establishment.

2) SubstaniialynJl your pay (whether paid In
cesh cr not) forservices described in (1)
is droctly related tosates or othor output
Gnduding the performance of services)
rattier than to the numberof hours
worked.
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Your services are performed under a writ-
ten contact between you and thn person
forwhom 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

Bocnijilino. Youam engaged in lho trade or
business ol selling or soliciting if you attempt
lo increase lho 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 sellerrl
you simply hcsi u parly ol which sales are
mode. Nevertheless, some information in this
publication may still apply lo you:

1) Tho"gill" youroccivo for giving the party
iaa payment for helping the direel seBcr
mako sales. You must reportit as incomo

Mar 24 .95
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at Usfair market value, See Other Income.
later.

2) Youroia-oi-pockut party expenses are
subject lo Ihe 60% limitlor 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 amountofincome you
receive (or giving the party. See Not-for-
profit Limit ater.

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 Sluttlng a
Business.

Employer ldentification
Number (EIN)

You need an EIN for your business if;
1) You have » Keogh plan, or

2) You are required lo file ono of the
fotewmg lax 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 numberol a partner or owner.

Uso Farm ss-4, Application tor Employer
|dentification Number, o apply foran EfN

Business Taxes

Three kinds ol business taxes may apply to di-
rectsellers:

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 Il you arc self-
employed (work for yourself) and are the only
owner of your unincorporated business,

Sclf-cmploymecent (ax. Self-employment tax
is the social security and Medicare tax for
those who work lor themselves. It if lika tho
0OOdal security and Medicare taxes withhold
from the pay cl wage earners. You may have
to pay this tax on Income from direct soling if
you are either lhe Sola proprietor of your busi-
ness ora partner Ina partnership. Use Sched-
ule SE (Form 1040) 1o figure and report self-
employmenttax. For more information on self-
employment tax. see PubSeatton 533.
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Employmenttaxee. If you havo employeesin
your business, you will probably be required to
withhold and pay employment taxes. These
taxes include:

1) Tho federal income tax youwithhold from
employees’ wages,

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

3) Federal unemploymenttax (FUTA) which
tonot withhold from employees' wages
but paid by Iho employer.

Formore information, see Publication 937 and
Publication 15.

Other taxes. For Information on deducting
personal property and other taxea, cee 1aXES
under BUSINESS EXpanses, later.

Estimated Tax

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

1) Wlthh0|d|ng. Il youare an employee,
your employer probablywithholds income
lax from yourpay. You can ask your em-
ployer to Increase tho amount withheld lo
cover the income bothtrom your Job and
from directxeltng.

2) Edtinetedax. 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 Il 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 HMO-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 subjecttoa 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
thoform.

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 retumn.
Tho information rotiurn. Form 10D9-MISC,
must show the name, address, and Idnntifica-
tton numbor of the seller placing tho orders.

TEL: 202-463-4569

|-lar

Check Box 9 of Form 1099-MISC 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 musl bo filod
with the Internal Revenue Sorvico by February
25, 1004. Use Form 1096 to eummanze and
transmit Form 109S-MISC. See lhe instruc-
tions to Form 1096 lor the address of the Inter-
nal Revenue Service Center whore you mu3t
file Form 1098 and lho accompanying Forme
1009-MISC.

Penalties

Tho law imposes penalties to ensure that all
taxpayers pay theirlair 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 toreduced by
the fniiure-to-pay penally (defined next) for
any month both penalties apply. However, if
your return I9 more than 60 days late, the pen-
alty will not be les6 than $100 or 100% of the
tax balance, whichever is less. You wilt not
have to pay the penalty Hyou con show rea-
aonablc cause lor not tiling on time.

Fallure-lo-pay penalty. You wil have to pay
m 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
reagon let rot paying tax on timo. 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 onincor-
rect tax amount, and the reason you filed such
areturn todue lo:

1) A frivolous position on your part, or

2) Adoé6ire todoljy 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 underslatcment of incomo
tzut

24.95

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.

Ne Ilgence. Negligence includes ihe lack
attempt to comply with pro-
nal Revenue Code.

isregard Includes the care-
less, reck , or intentional disregard of rates
or regulations.

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

1) 10% ot the correcttax, 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 returnsas Icllows.

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

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

3) Information reiumx (Hodafter August 1. O#
never filed, $50 each.

Maximum limits apply loall these penalties,
Failure to turnlah correct 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 Iftire failure
todue lo intentional disregard at the require-
ment, the penalty is the greater ot:

1) $100 per statement, or

2) 10%o0r6%(dopendirgooihetyp«ol
statement) ol the amount to be shown on
tho statement.

Identification numbers and othar Informa-
tion. Any person who does not comply wilh
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 correctiitemlificatfon numbers

when required by another taxpayer, such
M a bank.

Pape 3
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MEMO RAH DU fvi STATE OF ALASKA

DEPARTMENT OF LABOR
Office of the Commissioner

10: kchd. Je&nec tt: Jrtiues- LA March u7. 1925
Chair
House .Thire Affairs Mr dnagux

Rt Jgu tw®™o 7 phe'b, d05-27'j17

Legislative D-recrot
Office or tne Governor

ihi'si. 1d Flanagan £.r" SifiitT  EB 2lo - ui £qi
Deputy commissior:or Direrr. Gel.leis
The Department if Labor 1is :are y. rugpGi. 1 v- _if

legislation removing entplcyeis or classes of employees from
coverage under any ot its protective statutes, Such as minimum
wage, owvertiir.e, uneinpJ.nympnr( or workers compensation.. These
programs are not voluntary, and in the nrwse or unempLcyment
compensation the health or the Ul Trust Fund is always n nnnrprn if
u class of employee 1is 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 lheii own introduced to further
expand the classes ol employees not covered by our public
protection Statutes. The 1increase :.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 fbscussic.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 onhi tion wpre
never audited or taxed because trie sellers involved were clearly
independent contractors, not employees, under cxioitmg ..
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.0o them -in the
form of training, leads, etc. This relationship lias always caught
the Kirby sellers iIn the statutory definition of ™"employees™,
subject to Ul 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 Ul based on wages earned celling for Kirby.
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Fai.on ;i fftr

Jjr. an <;lrorr in rectify what seemed < he m 1inapprapriute (but
r-allv “crrect i:n rmnot. Cvijivsfolr: M Uoul statute cnangc)
irnf irk_rion or _he lew/, the Cciranissionsr dire-1~d me :0 work with
foe staff of r>"p bin sponsor, Senator nelly, to see iz we could
rone up with language that would address the situation ot the Kirby
sellers without jeopardising imp trust fund or the rights of other
workers properly classified as employees.

The original ulair 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 i1ncluded the
tai.es of ‘''services"™ which invites abuse by home improvement
contractors, cleaning services, stc. The language iIn the current
senate bill addresser, the concerns of the department and satisfied
-.Ie sponsor, organised labor, chc proponents of the bill, and the
national urice ol Kirby.

Then the rirect Sellers Association cot into the act.. Citing
opposition fron. Artway Corporatier:, which may be under the
nu .~"perception that their dealers are affected try this bill and has
therefore stirred nn 1its Alaskan sellers to oppose 1it, DSA"a
lobbyist 1is basically rpiHr*q the department and the legislature
that we have tc slavishly adopt the fTederal language covering
direct sellers or lie will kill the bill. The federal language Iis
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 "improve'™ il by adding sellers ofservices - isthere
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 wouida be inconsistent with the
substantial body of prerndpnHni case law on this 1issue. Our
experience in this matter only confirmsprior opinion that any
revision to she statute is a oad idea.



MEMORANDUM STATE OF ALASKA

DEPARTMENT OF LABOR
Office of the Commissioner

to. Rep. Pt-ce Kott DATE  April 11, 1995
Chairman
House Labor and Commerce FILE repkott
| PHONE: 465-2700
.07h
from. Tom Cashen SUBJECT:  HB 238 - Ul for

Commissioner Direct Sellers

Enclosed is a memorandum from this office to Rep. James stating our
objections to the State Affairs Committee Substitute for HB 238.

The Department worked with the Senate sponsor to come up with language
that addressed our serious reservations with the federal code and
satisfied the proponents of the bill and organized labor. We do not
feel compelled to buy off on somebody else's "model legislation"”
whether it comes from the IRS or an Outside trade association such as
DSA. The concerns raised about the Senate version somehow causing
entities such as Amway, which we have never audited or taxed, to
suddenly lose their independent contractor status are specious, at
best.

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.



MEMORANDUM STATE OF ALASKA

DEPARTMENT OF LABOR

0 ffice of the Commissioner

Rep. Jeanette James oate: March 30, 1995
Chair
House State Affairs FILE dsasux

THRU:  pat Pourchot phone: 465-2700

Legislative Director
0 ffice of the Governor

FROM:  Ed rlanagan C- 7 subject: HB 238 - Ul for
Deputy Commissioner Direct Sellers
The Department of Labor is rarely, if ever, supportive of

legislation removing employers or classes of employees from
coverage under any of its oprotective statutes, such as minimum
wage, overtime, unemployment, or workers compensation. These
programs are not voluntary, and in the case of unemployment
compensation the health of the Ul Trust Fund is always a concern if
a class of employee is removed from coverage. The Department's
opposition is almost reflexive, since even if 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 their own introduced to further
expand the classes of employees mnot covered by our public
protection statutes. The increase in cases in recent years where
employers attempt to circumvent statutory requirements by declaring
employees such as waiters and waitresses "independent contractors”
also contributes to the department's opposition to any dilution of
existing law.

In the case of HB 238, the Department's initial reaction was to
oppose any exemption for direct sellers. During discussions with
the proponents of the bill, however, the Commissioner asked how the
situation of Kirby vacuum cleaner salespeople differed from other
sellers of consumer products such as Amway, Avon, Shaklee, Mary

Kay, etc. Our Ul tax section responded that those entities were
never audited or taxed because the sellers involved were clearly
independent contractors, not employees, under exisiting law.

Kirby's situation differed in that the sellers had a relationship
with a distributor who operated a retail establishment, was in the
same business as the dealers, and provided support to them in the
form of training, leads, etc. This relationship has always caught
the Kirby sellers in the statutory definition of "employees",
subject to Ul tax.

The Department could find no case where an audit of a Kirby
distributor was the result of a "blocked claim", where a former
employee sought to draw Ul based on -wages earned selling for Kirby.



R epresentative Jeanette - 2 - M arch 30, 1995

In an effort to rectify what seemed to be an inappropriate (but

legally correct and not "waivable" without statute change)
application of the law, the Commissioner directed me to work with
the staff of the bill sponsor, Senator Kelly, to see if we could

come up with language that would address the situation of the Kirby
sellers without jeopardizing the trust fund or the rights of other
workers properly classified as employees.

The original draft submitted by the Direct Sellers Association was
unacceptable, beacause it allowed sales outside the prospective
purchaser's home, allowing the possibility of telephone sales
"boiler ;oom" operations claiming exemption, and included the
sales of "services" which invites abuse by home improvement
contractors, cleaning services, etc. The language in the current

senate bill addressed the concerns of the department and satisfied
the sponsor, organised labor, the proponents of the bill, and the
national office of Kirby.

Then the Direct Sellers Association got into the act, Citing
opposition from Amway Corporation, which may be under the
misperception that their dealers are affected by this bill and has

therefore stirred up its Alaskan sellers to oppose it, DSA's
lobbyist is basically telling the department and the legislature
that we have to slavishly adopt the federal language covering
direct sellers or he will kill the bill. The federal language s
not acceptable to the Alaska Department of Labor and if it s
incorporated into a committee substitute we will oppose it. (We
find it interesting that if the federal language is so wonderful,
DSA sought to "improve" it by adding sellers of services - is there
a national agenda at work here?).

The department has tried in good faith to address the situation of

an Alaskan business, and we believe the senate bill does that. The
department has never considered Amway, Mary Kay or other similar
sellers "employees", to do so would be inconsistent with the
substantial body of precedential case law on this issue. Our

experience in this matter only confirms prior opinion that anv
revision to the statute is a bad idea



i R

Ten Reasons To Pass The House CS for CS for S.B. 122(STA)
anp THE CS For H.B. 233 (ST A)

1 TO CONFIRM DIRECT SELLERS*STATUS UNDER ALASKA LAW. DIRECT SELLERS
ARE INDIVIDUALSWHO SRIJ.THROUGH PERSONAL EXPLANATION AND
DEMONSTRATION INHOME AND OFFICE PARTIES, ASWELL AS DOOR TO-DOOR
SALES. 10,00ALASKANS SELL AS INDEPENDENT CONTRACTORS FOR COMPANIES
LIKE AVON, AMWAY , KIRBY, MARY KAY, SHAKI/EE, TUTPERWARE AND ISOOTHERS.

2. TO ASSIST OVER 10.MOALASKANS INTHEIR PART-TIME INDEPENDENT DIRECT
SELLING BUSINESSACTIVITIES; THESE ALASKA CITIZENS DEPEND ON MODEST
DIRECT SELLING INCOME TO HELP SUPPORT THEIR FAMILIES.

3 TO ELIMLNATE THE POSSIBILITY OF MISAPPLICATION OF ALASKA
UNEMPLOYMENT LAW TO DIRECT SELLERS UNDER THE EXISTING, VAGUE “ABC*
TEST. ALL PARTIES, INCLUDING THE peparTMENT OF 1ABQR, AGREE THAT DIRECT
SELLERS SHOULD NOT BE CONSIDERED “EMP1-OVEES’” UNDER THT. STATES UC LAW.

4. TO ASSISTONE LOCAL DIRECT SELLER CURRENTLY ENGAGED INLITIGATION
OVER THAT SELLERS”INDEPENDENT CONTRACTOR STATUS. ALL PARTIESAGREE
THAT VAGUENESS INTHE LAW SHOULD BE CORRECTED TO ELIMINATE THE
M1SAPWJICATION OF THE LAW INTHISCASE AND TO PREVENT FUTURE SIMILAR
CASES.

5. TO USE LANGUAGE WHICH PRECISELY AND ACCURATELY DEFINESALL DIRECT
SELLERS. DESPTTE THEIR INTENT, THE BILLS" ORIGINAL VERSIONS WOUI .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 INTHE 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 BASISTO 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 ADMINISTRAT IVE PROCEEDINGS REGARDING
DIRECT SELLERS STATUS UNDER THE EXISTING LAW. THISBILLWOULD SIMPLIFY
THAT PROCESS BY CLARIFYINGDIRECT SELLERS”STATUS.

10. TO REDUCE OR ELIMINATE THE STATE SCOSTS IN HAVING TO NEEDLESSLY
ADMINISTER THOSE PROCEEDINGS.
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March 27 iQSfi ouame N ev«nh

M= iutr<
‘iiian:e and Qmim
r>nifrframvc c»H'.i.h
Representative Pele Kott FAX. PU7/465-2S519
Alaska otate Legislature
Siatc Capiiol

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. ltieie 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 lhe 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 Ilimiting affect of the
exemption as worded would make the administration of this proposed law very difficult
for the state and direct seiiing companies. We urge that the exemption ianguage in
iher-» hills he changed tn conform to the federal direct seller exemption

WATKINS INCORPORATED

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

ir, 1l Tierr v > LA, r'-7n et PHN MINNHCA s GISWONMYO - MMUNE CO" 157 7200 » fm 13?771 132 H7Z3
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fhe Honorable Pete kop

Chairman. House Labor and Commerce Commiltoe
Alaska State Legslature

Mate Capitol

Juneou. AK 99801-1182

we; | 'ommiltee Substitute House Bit!228
Itanr l/lepiesentntiyr* Kott

«nm me authcrsed tupper.vare Distributer in tho state of Alaska .servicing ihe many
Independent Tijnnwrwecire consultant! mat demonstrate and sol' ruppcrv/ateS) brand
products throughout tie state. !appreciate your efforts, as sponsor ot HI! 23S. to ccdify
iho exisiing intomretotton or Alaskan unompioymen! lav/ exempting direct sellers, and am
asking your support nf the C nmm'tteo Substitute Hii The Committoo Substitute. by retorting
back to the federal definition of ‘direct seller”, rthe TFFRA nmerujment lo lhe 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 od k to meer ihe aennrtion. Ihe Committee Substltule would axiec:® that hutwould
not allow non oirect sellers to escape the requirements ot the law.

Ihe vast majority o! direct sellers my distributorship to;vices hove become direct sellers in
order to maintain ti«xiNe hoursand 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 turnover rate in direct selling isrelatively h'(ph. (The Direct Selling Association
reports 100% per vear.) Many states havo oriented the IFFRA amendment to clearly
exempt direct selleis in recognition ot ttie noluie of Ihe businessand under riurnnt
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

. Tupperware
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pax An: xepmsentatj-ve Pete Kofct
tJiaimerson
House r*ibor ana L arnroerce idnsnittoo

KE£: H.B. 238 aira S.ri.- I.x2

Pear Representorive:

it is my ucdcrctariding that n.Q. 122 passed out of the Senate
Judiciary Cirnuittce and has tccr. referred to the Senate Rules
CcsaulLLee. i also understand that the House b ill w ill ae hoard in
the Slate A ffairs Carcrtittee on Marcn M.

O il ouiu”uily u*KMKully dues business in Alaska nnn is pleased wita
the growth we cure adiieviiiy. We do net keep an inventory nor ao we
rove any other assets or employees 1in the state of Alaska. We
operate through independent business persons. These people are nor
under our control. They choose their rrm working hours and da rot
have to make an investment in order to start Railing. The ffwjorily
of these independent business persons have lull tiroe jobs and only
sell part time. Their purpose for being an independent business
person is to earn additional money to take care of an emergency
illness, a youngster qoioq to college, or to buy Christmas gifts and
so forth. The independent business person conducts sales, not only
in on individual's hone, but also has catalog parties which arc
held at offices of the independent business person who represent
direct sellers, such as ours, without being able to take advantage
of the proposed direct seller exemption fiat is currently in the
bills.

It is our nope that you w ill putinto the b ill the exemption granted
to the direct; seiiing industry by 'LtTKA.

'fhank you indeed for your cooperation ana please let me know if you
would like to have any questions answered.

Sincerely, n

f\ .P Sky >,

Saul D. Kass
Vice President/Finance

liDK/rw

Christmas ARiii.mi ,HK WoICLL> m GINTS 3V HOL'St OF I.LOVDi = COOKIN' THE AMERICAN WAY “
I:"Yhi Giundvhtw Ko,in m GRissnvirw Missouri m 61030 a Phone: 816 767 2102 a Fax: ft16-767-2930
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Saul Kass
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Uarrl] 211, 1995

FAX TO: Representative tiene nubina
House labor wid Comuerce Ccontinillee

RE: H.n. 230 and S.75. 122

Dear itepreoenixLtive:

it is iny .understanding that G.ii. i22 passea cut of the Senate
Judiciary Ccsroictee and has been referred to the Senate Puies
Caxraittee-. | aiso understand that tee House bill w ill be heard in

the State A ffairs Cccmdttee on March 26.

*'lor company presently does business in Alaska end is nleased with
the growth we are achieving. We do not keep an inventory nor do we
hove any other assets or employees in the state of Alaska. Vic
operate through independent business persons. These people are not.
under our control. They choose their own. 'working hours and do notl
have to.rcflke an investment in order to start selling. The majority
of these independent business persons have fu ll time jobs and only
sell part tiros- Their purpose for being an independent.ixisinesB
person is to earn additional money to take care of an emergency
illness, a youngster going to college, or to buy Christmas gifts and
so forth. The independent business person conducts soles, not only
in an individual's hcsre, but alto has catalog parties 'which are
held at offices of the independent business person who represent
direct ccilerc, ouch as ours, without being able to take advantage
of the proposed direct seller exemption that is currently in the
bills.

It is our hope that you w ill putinto the b ill the exemption granted
to the direct se_ling industry by TEUIIA,

Ttkink you indeed for your cooperation and please let me know if you
would Like to nave any qucctiorx. answered.

*j «

(ot V ok /
“tr- /'a

Gaul D. IxiosG
Vice President/l'inance

si)K/rw

CiiKisimas Around mi. Worid* mGifts by Kousp. of i.i.oyi>**« Cookim mr- Amfkican Wav"*
11901 GRANuvitw Rvjau * Granovifu'. Missouri m040-10 m|'monp: 816./ft/.7.101 mFax: 816-767-29:40
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Bppresfintatl ve Pete ~ott
State Cjpit-ol Hi|11Hing
Juneau, AK 99801

Ja>r Uop. *011)

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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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.

Woc 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

Representative PctG Ken
AiasKa Slate Legislature
State Capitol

Juneau, AK $S930Q1*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.

Woc 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 hill. We would ask that you
consider inciuding this standard exemption language in the hill.

Respecifuiiy,
tfALUCh. ,4r 4 J-Crx

Ruth Ann Box
General Counsel

/bis

Oc -obT u.2-'£0 b5*
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U4V Coli*ij» Road Tot: (909) 459-2191
Fairbwnkis, AluoUmn 99701 fax: (UOV) 156-5757

March 16, 1995

Representative Pete Kott
State Capitol Building
Juneau. AC 99801

Dear Rep. *ott:
! urge your support in the passage of the attached

Dill (MU#?38). Thank you.

Sincerely

Mel Honey

Money S Associates
340 College Rd.
Fairbanks, AK 997U1

Tm
enclosure



Ml ¥l fin.

Representative Pete Kott
State Capitol Building
Juneau. AK 99801

Dear P.g. Kottt

Please support the Oil!

"isr. 11i-

March 15, 199%

to exclude Direct Sellers from

Stete Unemplovmient Compensation laws. Thank you.

N/rta B. Flores

CMBT Kirby

4900 Palmer/Wasilla Iwy d91A
Wasilla, AK 9954

ICHM'M
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' Kirby Sales & Service

Old s«ward Hwy.
\nr-inra((«1,VK 3SG18

wad ?, 175
Representative ppte Kott
StstR fapltol Building
Juneau, A* n9AO!
"e3r Representative Hitt.:
We four suppor-. in toe pa:a«je of om :'‘~chcd
9m (HB *233). Thank you.
ii'ncere'y,

"Jarres R. Cross
Factory Pisrr- urnr
<irhy Sales v T*>-/irp
Ancfiornne, A*

JPC.'tj*
anclosure

PHI

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



V . J INEAJ CHAVBER OF COMVERCE

n-1 i ALASKA'SCAPITAL CITY

March 12, 1995
Dear Representative Kott:

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

The Juneau Chamber of Commerce believes that direct sellers are, in essence, individual
small business owners. They work 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

if they choose not to work. Unsuccessful direct sellers do not last in this type o f work
because they make no money.

With the Department of Labor has signing offon this legislation, this bill should be viewed
as a useful piece of housekeeping.

Director

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



March 16, 1995

Representative Pete Kott
State Capitol Fml*iing
Juneau, **
Dear Rep. Kott:
Heaoc support the Bill to exclude Direct Sellers from

State Unemployment Compensation taws. THTnlr you

Sincerely

6631 Zurich St., 14
Anchorage, AK 9°JSV/
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March 16, 1995

Representative fetp Kntt
State Cxplf.nl Ruilding
Aunpan, AK 99801
Dear Rep. K.ott:
T urge youi support in the passage cf the attached

P.iill (P-*239). Thank you.

JH
pnrlrfure

iw

?:irrn

mi
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MEMORANDUM

Members of the House Labor and Ctommerce Commitlee

. o e 1% * .
,f.vellyn ja rvis—[;'e rrnJC *$ _\/V»V'\
J

April v, 1995

Supportfor House Committee Substitute Bill 238

Shaidee Corporation and its Alaska Distributors support House Committee Substitute
Bill 238, which was recently passed by Ihe Slate .Affairs Committee and is pending in
llie Labor and Commerce Committee. Shaklee is a direct selling company and a
major manufacturer of nutritional, personal care and household products that are

soid through small business, independent contractors working primarily out of their
homes.

The amendment adopted by the State Affairs Committee, which would incorporate
the federal definition of a direct seller, is a critical one for our company and our
industry. Unlike the original language in H.B. 238, which could exclude many direct
sellers such as our Shaklee Distributors in Alaska, the committee substitute more
clearly and correctly defineswho isadirectseller. Thislanguage isnotonly
consistentw ith federal statute but also with anumber of other states who have also
adopted it

We are pleased thatthe Legislature is considering clarifying the status of direct
sellers as it relates to unemployment compensation, however, it i« imperative that
this version is the one thatis adopted to adequately cover all the direct sellers, and
notjust a few, who live and work in Alaska.
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ana I r’>>North Jordan Avtutue
crnttea Public Accountant |.meuu, AIaSka A’tld
@) K
Man* 17, 1IW5

Dear Rflprestfntdt'Vi; Ko'f

exempt from coverage under State ul AlaLkaUueu”tloyjueut laws.

Hireci sellers di>not meet die oiUiia for being employees under tic Internal Revenue Vnrte tIRC). !lieso
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.

| respectfully request that mis lopisinficTii be dx|erliliously approved aid intDlctucotcd.

W jehf,

ddffta T. Logon, CPA



>INT BY®WARY KAY COSMETICS *3-24-95 ¢ 3-iAP%4 MARY KAY CORPORATION-1 907 6947343:# 2/

73"1 K. irtiiii'w tn A™ j" .01 hlv i v i t. ,v< ' Hiu'invil/

March 7.4, 100"

la i InnjaMi . TR n< "H aFirt

The Jfonorable I'etc Kotl
Senate Judiciary Committee
Alaska State Legislature
Juneau, AK 99801-1182

Dear Senator Kott:

Ou hehalfoJ'Mmy KaY Cosmetics, | wish to express our opinion about Senate Bill 122. a bill
dealing with direct sellers such as Mary Kay Independent Beauty Consultants, and o
unemployment compensation. Joe Manano ofour 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 gou and the Test
ofthe 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 tke other narrowly crafted laws
which define direct sellers; we believe such consistency is vital for direct sellers and the
administrators o fthe 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 Weinist this serious flaw can he simply
remedied by referral to the existing definition o fdirect seller used in the federal Internal
Revenue Code We hope to do so with the agreement o fall 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 referenceto or incorporation of ihis language into Alaska’slaw
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 behalfo fthe thousands ofMmy Kay Beauty Consultants in Alaska, | thank
you for your consideration ofour concerns.

Sincerely,

Michael L. Lunceford '

Vice President
MARY KAY CORPORATION
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March 26. 1995

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. |
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 | read the legislation as currently drafted,
direct sales which occur outside the consumer'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, 1respectfully 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 « IGVX014-754-5240
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March 27, 1995

llouse Labor & Conuuci ce Committee
Alaska State legislature

State Capitol

Juneau, AK 99801-1182

Dear Representative.

Lwrite to you on behalfofThe Pampered Chet, a durect selling co_mpang, regarding Alaska HU 238,
dealing with Unemployment Compensation. We belon% to the Direct Selling Association (DSA) which is the
national trade association which represents companies that sd| their products_throquh personal explanation and
demonstration in the home by independent contractors. The Pampered Chefis an Ilinois based company which
sells kitchen tools through home parties in all 50 states. Other members of DSA typified by companies such as
Avon Products, Amway Corp. and Mary Kay Cosmetics sdl through tens o f thousands o f independent
contractors.

We arc fearful that the present dratt of 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 ofother states.

In addition, the language of the current bill could be harmful by creating a definition o f direct selling under
IMaska 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
of the proposed direct seller exemption currently present in the bil.

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,
THEPAPERED CHEF, LTD

Dulis K. Cluislupher </7
President

DKC/db

The Kilclien Store Tliat Comes io Your Door(b

2id i i S*h819880jL *r: Al Dbfi.ZS'dVW
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FAX I'D: Representative rete Kott

HR: H.B- 238 anti ?.B. 122

tear Representative:

Tt vs my ’jiKierstanding that S.D. 122 passed out of the Senate
TlidLciary fannittxee end has seen reterred to the Senate Rules
Cormiittee, Lalso understand that the House bill w ill be heard in
the State Affairs Cnnmittee on March 28.

(Jur company presently coes business in Alaska ami is pleased with
the growth we are achieving. Wedo not keep an inventory nor do we
fiave any other assets or employees in the state of Alaska. We
operate through independent business persons. These people are not
under our control. They choose rJieir own .working nours and do not
have to make an investment in order, to start selling. The majority
ot these independent business persons have lull time jobs and only
ileil part time. 'Their purpose for being an independent business
person is to earn additional money to take care of an nusugency
illness, a youngster going to college, or to buy Christmas g ifts curl
so forth, the independent business person conducts sales, not only
in on individual's home, but also, has catalog parties which are
iteld at offices of the independent business parson who represent
direct sellers, such as ours, without being able to take advantage
gf.”the proposed ilueyt seller exemption chat is currently :n the
ills .

[t is our hope that you will pit into the b ill the exauption granted
to the niroct selling industry by TRFRA.

Thank you indeed for your coooeration and please let me know if you
would like to have any questions answered.

dincerelv,
v *

N » Ov©

vV

Sdui D. KcloS
vice President/Fi rauee

RDK/rv

Chhjsimas Amounts the W orld *x Gifts by House 0f Li.oyeHb Cookin’ rtin American Wav"
11901 Grandview Road m Grandview, Missouri m 6*i030 m Rhone: 816 767-2102 m Fax: 816-767-2930
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The Tom/ fiostess Service rhvi Company"

APRIL 10,19M5

DEAR REPRKSKN'PATEVEt

AS AN INDEPENDENT SALES PERSON ANT* PROPRIATOR OF A COMPANY
WITH OVER FIFTY .|ND||E'EN|%EI\LIT CONTRACTORS. | FEE T Ib

L E .
tDAT a CLEAR EXEMTION APPLICABLE TO ALL DIRECT SJSIJ.KRS HR
AIKIPTKU,

L iJTKONGLY SUPPORT ITB. 7.30.
SINCERELY r - !
s's ! 4

ALIND™ 11, CORDON

PRES. HOME INTERIORS
406 LAKE OTIS PARKWA
ANCHORAGE, ALASKA
907-561-0204

FAX >HT SR2B

OF AK.
Y
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Dear Reo. r.ott:

rruHM. eunnnrr ilLLHill To nyci'iop IMrpfii-

iiofe Unemployment Compensation laws. ii>nnk you.
Sinccrely,
) [ iy
, LI 06" Xa /11
S. \
Roberta Morgan
240U Tesha Or.

Anchorage, Ak

>

iTjm

iu
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nn* mju#?ni»), ‘'h2rtk you.
Strerely.
C .
~th )
Dan Mos*gen
lhree Sisters
?400 Tasiia Dr.
Anr.horatjfi, AK
<iitT
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i"er Representative \ot-t
Plra-c viipport te Gill to cxciiscc Direct

Uncwployn”®snt Compensation laws. Thank you .

INinc rele] y r

[ lohn latta
' Mot-Su Kirby
P.O. Box 372!42
W asilla, AK mm»«\W7-2143



}">USE COMMITTEE REPOT

ggte Referred: April 6, 1995 FURTHER REFERRALS:

Date of Committee Action:

The LABOR AND COMMERCE Committee considered: HB 238
HOUSE BILL NO. 238 NO UNEMPLOYMENT COMP FOR DIRECT SELLERS

"An Act excluding r n direct sellers of 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' 1ZAIA/TE [ ] a new title
F | additional referral to Committee
| attached amendment(s)
ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s):  (Den) APPROVES PREVIOUS:
| Jfiscalnote(s) [ ] fiscal note(s)
[ J zero fiscal note(s) (vfzero fiscal note(s)

CHAIR'S SIGNATURE
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CS FOR HOUSE BELL NO. 238(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsors): HOUSE LABOR AND COMMERCE 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 23.20.526(a) is amended by adding a new paragraph to read:
(21) service of an individual who is a direct seller as defined by 26
U.S.C. 3508 (Internal Revenue Code), as amended.

-1- CSHB 238(L&C)

New Text Underlined [DELETED TEXT BRACKETEDI



UK g% KRR Y T B
Shildoe Tirmiugpk

«*«a Market SIrw 'f
Sen Har.r.ico. QA 34111
Tei: Ki&i itM-inim

Tnx A8 itA.2r, K

FACSIMILE TRANSMITTAL

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

Ifyou have any profclema receiving this transmittal, contact Jenifer at 415-954-2132
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Ihe Honorable Pete Kctt
Alaska Legislative Building
Stats Capitol

Juneau, Alaska V?S01

RE: House Bill 238

Dear Representative Kott

| .an writing to ercoxess our cumem 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 adirectselling 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 wec 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 importantamendment and thank you for your consideration

Vice President, Government Relations



DSA Suggested Amendment ;o Alaska's Laoor ana worKcrs* Compensation Law

Alternative 71

':2ctlcn 22.20.525'3) is amended by adding a new paragraph to raac:

(21)

service dv a direct sellers «

*A)

(B)

(©)

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,

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

the services performed by the person are performed pursuantto 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

Altemative #2

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

(21)

services by a direct sellers as defined by 28 U.S.C. Section 3508.
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The Honorable Pels Kelt
Chair, House Labor and Commerce Committee
Alaska State Legislature VIA FACSIMILE
Slala Capitol
Juneau, AK 99301-1-102
he: Alaska se 122

Hear Representative Kelt:

I 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 SB 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, etc.. ) 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
Mgren 24, 1'735
r*vo

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

sincerely,
' - -~Tdl
A AL X VCL O\ t <T.V/V) 'SkAp>|

Lav/no Platt Hal!
Director, Externa! Affairs

cc: Joe Manano "Direct Selling Association)
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Amway Corporation. 7575 Fullon Street East. Ada. Michigan 49355-0001

Legal Division

March 21, 1995

The Honorable Pete Kott
House of Representatives
Capitol Building

Juneau, AK 99801-1182

Subject: House Bill 238 / Direct Sellers
Dear Representative Kott:

L understand House Bill 238, a bill under your sponsorship proposing to exempt direct
sellers from coverage under the state unemployment compensation law, may soon be heard in
the House State Affairs Committee. While Amway certainly understands the intent of the
legislation, we must express our opposition to the bill in its current form on behalf of our
many independent Alaska distributors.

By way of brief background, Amway Corporation is a manufacturer and distributor of a
wide variety of home care and personal care products sold by thousands of independent
distributors throughout the country. Alaska Amway distributors sell products to family,
friends and neighbors, while interesting others to do the same, in an effort to supplement their
family incomes. Amway distributors currently operate in all 50 states as well as over 60
countries and territories.  Certainly, Amway is concerned about legislation which could
inadvertently impact these very small businesses.

Direct sellers such as Amway distributors are not employees of Amway Corporation
but are instead independent contractors. They decide for themselves the hours during which
they wish to pursue their opportunity and the amount of effort they wish to expend. They
determine the prices at which they sell their products, are responsible for the business expenses
they incur, they keep their own records and accounts, bear the risk of loss, and keep for
themselves the fruits of their enterprise. They are truly independent business persons and their
status as independent contractors is not disputed.

While HB 238 proposes to specifically exempt direct sellers from the state
unemployment compensation law, unfortunately the bill's language is Hawed. The language
should track existing law in some 25 states which directly follow the federal language enacted
in the Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA). This language is time-
tested and ensures that legitimate direct sellers are indeed exempted from coverage under the
state employment laws.

FAX (616)676-9027



March 21, 1995
Page 2

HB 238's language, on the other hand, is limited to sales made at a prospective
customer's home and does not cover sales made at either the direct seller's home or at any
other location. ~ However, Amway distributors, and many other direct sellers, may
demonstrate, explain and sell their products at their own homes and other locations, including
businesses, public halls, schools, churches and the like. It is unwise to limit the language to
the customer's home; a direct seller's status should not depend upon where he or she makes a
sale, it should instead key on the activity itself,

Second, HB 238's definition of “compensation” is unnecessarily specific. Amway
distributors may earn money not only on their basic discount when products are bought and
sold, but may also earn money through earning performance honuses. These performance
bonuses are hased not only on one's own sales, but also on those of the distributor's
downlines. However, HB 238's language deviates from the accepted language and could be
narrowly interpreted to be limited to a distributor's own sales. Consequently, while the status
of direct sellers such as Amway distributors is certainly not in dispute, we are concerned that a
distributor’s normal activity which falls outside the language of HB 238 could inadvertently
subject them to state unemployment compensation law.

Therefore, Amway respectfully urges you to hold HB 238 so that these differences can
be resolved. | understand Joe Mariano of the Direct Selling Association will be in Juneau for
the committee hearings and can answer any questions you may have. In the meantime, if you
wish to contact me directly, please call me at (616) 676-7010 or by fax at (616) 676-5624.
Thank you for your attention to our concerns.

Dirk C. Bloemendaal, Counsel
Corporate Government Affairs

Attachment (TEFRA language)

cc: Members of the House State Affairs Committee
Joe Mariano, DSA



TEFRA LANGUAGE

8§ 3508. Treatment of real estate agents and direct sellers

(a) General rule.—For purposes of this title, in the case of servic-
es performed as a qualified real estate agent or as a direct seller—

(1) the individual performing such services shall not be treat-
ed as an employee, and

(2) the person for whom such services are performed shall
not be treated as an employer.

(b) Definitions.—For purposes of this section—

(1) Qualified real estate agent.—The term "qualified real
estate agent"” means any individual who is a sales person if—
(A) such individual is a licensed real estate agent,

(B) substantially all of the remuneration (whether or not
paid in cash) for the services performed by such individual
as a real estate agent is directly related to sales or other
output (including the performance of services) rather than
to the number of hours worked, and

(C) the services performed by the individual are per-
formed pursuant to a written contract between such indi-
vidual and the person for whom the services are performed
and such contract provides that the individual will not be

26 §3508 FVII'LOYMENT TAXES Subtitle C

treated as an employee with respect to such services for
Federal tax purposes.

(2) Direct seller.- The term "direct seller” means anv person
if-

(A) such person—

(I) is engaged in the trade or business of selling (or
soliciting the sale of) consumer products to any buyer
on a buy-sell basis, a dcposit-commission basis, or any
similar basis which the Secretary prescribes by regula-
tions, for resale (by the buyer or any other person) in
the home or otherwise than in u permanent retail
establishment, or

(I) is engaged in the trade or business of selling (or
soliciting the sale of) consumer products in the home
or otherwise than in a permanent retail establishment,

(B) substantially all the remuneration (whether or not
paid in cash) for the performance of the services described
in subparagraph (A) is directly related to sales or other
output (including 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 are performed and such
contract provides that the person will not be treated as an
employee with respect to such services for Federal tax
purposes.

(3) Coordination with retirement plans for self-employed.—
This section shall not apply for purposes of subtitle A to the
extent that the individual is treated as an employee under
section 401(c)(1) (relating to self-employed individuals).

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