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1 organization, during which the person actively engaged in piloting while holding at

2 least a United States Coast Guard license as a master of steam or motor vessels

3 [FREIGHT OR TOWING VESSEL] of not more than 1,600 gross tons: or

4 (6) five years of experience gained in a board approved deputy

5 marine pilot apprenticeship program in the pilotage region for which the deputy

6 marine pilot license is sought and hold at least a United States Coast Guard

7 license as master of steam or motor vessels of not more than 1.600 gross tons.

8 * Sec. 9. AS 08.62.093(d) is amended to read:

9 (d) A person licensed as a deputy marine pilot under this section may, except

10 as otherwise provided by the board, pilot vessels of 25.000 [20,000] gross tons or less

11 in a marine pilotage region for which the license is issued.

12 * Sec. 10. AS 08.62.097(b) is amended to read:

13 (b) A person who supervises the training of persons who are seeking a deputy

14 marine pilot license under this chapter shall

15 (1) hold a marine pilot license issued under AS 08.62.100; however.

16 if the board finds that there are no marine pilots licensed in a pilotage region who

17 are available to supervise training under this section, the board mav authorize a

18 person who is licensed in that pilotage region as a deputy marine pilot to

19 j supervise the training of persons who are seeking a deputy marine pilot license

20 in that pilotage region:

21 (2) receive prior authorization from the board to supervise the training

22 of those persons;

23 (3) maintain a written log and evaluation on a form provided by the

24 board of the training and progress of t' -son being supervised.

25 | * Sec. 11. AS 08.62.120(a) is amended

26 : (a) In order to renew a mai pilot license, a person who is licensed under

27 AS 08.62.100 shall

28 (1) submit an application for renewal of the license on a form provided

29 by the department [BOARD];

30 (2) submit proof of continued qualification under AS 08.62.100 to

31 receive a marine pilot license;
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(3) provide evidence of satisfactory completion of a physical 

examination by a licensed physician within 60 days before the date of renewal of the 

license;

(4) submit proof satisfactory to the board that the person has

(A) engaged in piloting vessels subject to this chapter in the 

marine pilotage region for which the license is to be renewed during at least 

120 davs [60 DAYS OF EACH CALENDAR YEAR] in the licensing period 

immediately preceding the licensing period for which renewal is sought; or

(B) completed the minimum number of familiarization trips 

required by the board for renewal of a marine pilot license for a marine 

pilotage region for which the license is to be renewed.

* Sec. 12. AS 08.62.150(a) is amended to read:

(a) The board shall impose a disciplinary sanction on a person licensed under 

this chapter when the board finds that the person

(1) is incompetent in the performance of pilotage duties;

(2) is chemically impaired;

(3) illegally possesses, uses, or sells narcotic or hallucinogenic drugs;

(4) makes a false statement to obtain a license;

(5) violates a provision of this chapter or a regulation adopted under 

this chapter [IT];

(6) is guilty of misconduct during the course of employment;

(7) has had the person’s United States Coast Guard pilot license 

conditioned, suspended, or revoked; or

(8) charges, collects, or receives an amount for pilotage services that 

is [IN EXCESS OF THE MAXIMUM TARIFF ESTABLISHED BY THE BOARD 

OR] different from the amount set [TARIFF ADOPTED] by the pilot organizarion of 

which the person is a member.

* Sec. 13. AS 08.62.155(b) is amended to read:

(b) The board [DEPARTMENT] may impose a civil fine not to exceed 55,000 

on a marine pilot organization recognized by the board [,] if the organization violates 

this chapter or a regulation adopted under this chapter. The board may also suspend
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or revoke the recognition of a pilot organization that fails to comply with its 

articles, bylaws, and rules, so as to no longer satisfy the minimum standards for 

recognition bv the board.

* Sec. 14. AS 08,62.157 is amended by adding a new subsection to read:

(c) A person licensed under this chapter shall provide pilotage services to a 

vessel upon being dispatched by the pilot organization of which the person is a 

member.

* Sec. 15. AS 08.62.165(a) is amended to read:

(a) A pilot licensed under this chapter is not liable for damages in excess of 

$250,000 per incident for damages or loss occurring as a result of the error, omission, 

fault, or neglect of the pilot in performing pilotage services, except that the limitation 

does not apply in a case where

( 1) the pilot is either grossly negligent or guilty of wilful misconduct;

or

(2) the error, omission, fault, or neglect of the pilot constitutes an act 

for which the board shall impose a disciplinary sanction under AS 08.62.150(al(2) or 

131 [AS 08.62.150(a)(1), (2), (3), (5), (6), OR (7)].

* Sec. 16. AS 08.62.175(c) is amended to read:

(c) A pilot organization recognized by the board shall

(1) promote a safe and reliable system of marine pilotage for the region 

in which the organization is recognized;

(2) provide for the dispatch of pilots who are members of the

organization;

(3) subject to the membership application and approval provisions 

contained in the articles and bylaws of the organization, [ADOPT AND REVISE 

TARIFFS FOR THE PROVISION OF PILOTAGE SERVICES BY THE MEMBERS 

OF THE ORGANIZATION;

(4)] be open to membership by all persons licensed under this chapter 

to pilot vessels in the pilotage region in which the organization is recognized;

(4) [(5)] operate or participate in a training program for pilots and 

deputy pilots that is approved by the board;
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chapter.

* Sec. 17. AS 08.62.175(d) is amended to read:

(d) A pilot organization recognized by the board may not begin operating until 

the articles, bylaws, and rules of the pilot organization arc approved by the board on 

the basis of

(1) uniform and nondiscriminatory application of the articles, bylaws, 

and rules to marine pilots and deputy marine pilots licensed under this chapter and 

trainees for marine pilot licenses;

(2) compliance with applicable laws; and

(3) effectiveness in

(A) promoting an efficient, reliaole, and professional marine 

pilotage system in the region;

(B) maintaining a sufficient number of qualified pilots available 

for dispatch to serve the needs of vessels visiting the region during each hour 

of the day and each day of the year to the extent that it is reasonably possible 

given the size of the membership of the pilot organization;

(C) promoting training programs, that may include deputy 

marine pilot apprenticeship programs, for marine pilots and deputy marine 

pilots that are approved by the board.

* Sec. 18. AS 08.62.175 is amended by adding new subsections to read:

(e) Subject to the prior approval of the apprenticeship program by the board, 

a pilot organization may establish a deputy marine pilot apprenticeship program for the 

pilotage region in which the organization is recognized.

(f) A pilot organization recognized by the board may enter into agreements 

with the master, owner, operator, or agent of a master, owner, or operator of a vessel, 

concerning the terms and conditions under which the pilo. organization will provide 

pilotage services.

* Sec. 19. AS 08.62.180 is amended to read:

Sec. 08.62.180. EXEMPTIONS. This chapter does not apply to

(1) vessels subject to federal pilot requirements under 46 U.S.C. 8502

(5) [(6)] cooperate with and assist the board in im plem enting this
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(2) fishing vessels, including fish processing and fish tender vessels, 

registered in the United States or in British Columbia, Canada;

( 3 )  vessels propelled by machinery and not more than 65 feet in length 

over deck, except tugboats and towboats propelled by steam;

(4) vessels of United States registry of less than 300 gross tons and 

towboats of United States registry and vessels owned by the State of Alaska, engaged 

exclusively

(A) on the rivers of Alaska; [,] or

(B) in the coastwise trade on the west or north coast of the 

United States including Alaska and [,] Hawaii, and including British 

Columbia, Yukon Territory, and Northwest Territories. Canada;

(5) vessels of Canada, built in Canada and manned by Canadian citizens 

[INCLUDING CANADIAN CRUISE SHIPS], engaged in frequent trade between

(A) British Columbia and Southeastern Alaska south of 58 

degrees. 10 minutes North latitude, if reciprocal exemptions are granted by 

Canada to vessels owned by the State of Alaska and those of United States 

registry; or

fB) northern Alaska north of 68 degrees. 7 minutes North 

latitude and Yukon Territory or Northwest Territories: [AND]

(6) pleasure craft of United States registry; and

(7) pleasure craft of foreign registry of less than 300 gross tons as 

measured under 46 C.F.R. 69.51 - 69.75.

* Sec. 20. TRANSITION, (a) Notwithstanding AS 08.62.010, as amended by sec. 2 of 

this Act, the current members of the Board of Marine Pilots shall continue to serve for the
1

term to which they were appointed.

(b) As the terms of the current marine pilot members and current agent or manager 

members of the Board of Marine Pilots expire, the governor shall appoint marine pilot 

members and industry representative members to the board in accordance with the 

qualifications set out in AS 08.62.010, amended by sec. 2 of this Act.

(c) In this section, the current members of the board are those persons serving on the

except as provided in AS 08.62.185;
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Board of Marine Pilots on the day before the effective date of this Act.

* Sec. 21. AS 08.62.093(e) is repealed.

* Sec. 22. This Act takes effect July 1, 1995.
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A M E N D M E N T

TO: CSSB 130(RES)(Draft Version K dated 4/11/95)

1 Page 2, after line 23:

2 Insert a new bill section to read:

3 "* Sec. 5. AS 08.62 is amended by adding a new section to read:

4 Sec. 08.62.046. PILOTAGE TARIFFS, (a) The board shall adopt by

5 regulation maximum tariffs that may be charged by pilots for the provision of specific

6 pilotage services. The board shall identify those expenses that are included in the

7 tariff. In adopting maximum tariffs under this subsection, the board shall take into

8 consideration

9 (I) reasonable compensation for actual time aboard a vessel as a pilot

10 and for time engaged in preparing to provide pilotage services;

11 (2) differential compensation for seasonal and weather conditions, risks

12 involved in providing pilotage services, and overtime;

13 (3) dispatch expenses, transportation expenses, and other associated

14 costs directly related to the provision of pilotage services;

15 (4) reasonable overhead expenses that are necessary to provide year

16 round pilotage services for the region; and

17 (5) other expenses identified by the board.

18 (b) A pilot organization recognized by the board, acting on behalf of its

19 members, may adopt a new or revised tariff for provision of pilotage services if the

20 pilot organization follows the procedures set out in (c) of this section. The tariff

21 adopted under this subsection must include those expenses identified by the board

22 under (a) of this section, but may not exceed the maximum tariff set by the board.

23 The tariff adopted under this subsection may be revised annually.

24 (c) A pilot organization shall send a notice of intent to adopt a tariff for

25 provision of pilotage services to the board and publish the notice on at least three
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1 days dining a period of 14 consecutive days in a newspaper o f general circulation in

2 the state. The notice of intent to adopt a tariff shall include a copy of the proposed

3 tariff, the name and mailing address of the pilot organization that intends to adopt the

4 tariff, and a statement of the time and place of adoption o f the tariff. A pilot

5 organization may not adopt a tariff until 30 days have elapsed from the later of the

6 mailing o f the notice of intent to adopt a tariff to the board or the last date of

7 publication of the notice o f intent to adopt a tariff. A tariff may not take effect until

8 30 days after the tariff is adopted by the pilot organization.

9 (d) A pilot organization recognized by the board or a member o f the pilot

10 organization may not charge a  tariff for the provision o f pilotage services that exceeds

11 the m axim um  tariff set by the board, that is different from the tariff adopted by the

12 pilot organization, or that has not taken effect under (c) o f this section."

13 Renum ber the following bill sections accordingly.

14 Page 5, lines 25 - 26:

15 Delete "[IN EXCESS OF THE M AXIM UM  TARIFF ESTABLISHED BY THE

16 BOARD O R ]”

17 Insert "in excess of the maximum tariff established by the board or"

18 Page 5, line 26:

19 Delete "am o u n t set [TARIFF ADOPTED]"

20 Insert "tariff adopted"

21 Page 7, line 4, after "conditions":

22 Insert ", including tariffs,"

9-LS0851MC.1
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Utermohle
4/26/95

OFFERED IN TH E HOUSE 

TO: CSHB 260(TRA)

1 Page 7, after line 29:

2 Insert new material to read:

3 "(g) A pilot organization recognized by the board shall dispatch a person who

4 is licensed under this chapter and who is a member of the organization to provide

5 pilotage services upon the request of a representative of a vessel required to employ

6 a pilot under AS 08.62.160.

7 * Sec. 19. AS 08.62 is amended by adding a new section to read:

8 Sec. 08.62.178. DISPUTE RESOLUTION, (a) If a pilot organization

9 required to dispatch a pilot under AS 08.62.175(g) cannot reach an agreem ent with

10 the representative of the vessel who requested the pilotage services as to compensation

11 for the pilotage services provided, either party may request the board to appoint a

12 mediator to assist in the determination of reasonable compensation for the services

13 provided. Upon receiving a request for assistance in resolving the dispute, the board

14 shall designate a person from within or from outside the department to mediate the

15 dispute. The. cost of the mediator shall be borne equally by the parties. If the

16 m ediator concludes that the dispute will not be resolved through mediation, the

17 mediator shall notify the board of the mediator's conclusion.

18 (b) If the mediator has informed the board that the parties to a dispute

19 regarding compensation for pilotage services will not resolve the dispute by mediation,

20 either party may request the superior court to appoint an arbitrator. The court shall

21 appoint the arbitrator from a list of persons provided by the parties. The cost of the

22 arbitration proceedings shall be borne equally by the parties. Except as provided in

23 this subsection, the arbitration proceeding is subject to AS 09.43.010 - 09.43.180. The

24 arbitrator shall resolve the dispute and determine what constitutes reasonable

25 compensation for the services provided. In determining what constitutes reasonable

A M E N D M E N T

-1-



1 compensation, the arbitrator shall consider the following factors:

2 (1) current and historical rates charged for comparable pilotage

3 services in the state;

4 (2) the actual time aboard the vessel, time engaged in preparing to

5 provide the pilotage services, seasonal and weather conditions, and risks;

6 (3) the reasonable expenses incurred in providing the pilotage services

7 such as dispatch, transportation, overhead, and other associated expenses;

8 (4) the financial effect of pilotage expenses on the owner o f the vessel,

9 except that this factor shall only be considered if the owner provides all financial

10 information that the arbitrator determines is necessary to determine the financial

11 effect;

12 (5) the number of vessels and volume of pilotage services at issue in

13 the dispute;

14 (6) the effect of the determination on the income of affected pilots

15 relative to prior years, taking into account changes in vessel tonnage and vessel traffic

16 in the pilotage region from year-to-yeai;

17 (7) prior determinations under this subsection; and

18 (8) in the case of a determination as to future pilotage services, the

19 time period stipulated to by the parties, if any, during which the pilotage services are

20 to be provided."

21 Renum ber the following bill sections accordingly.
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Add new  
S e c t i o n

S e c .  2 .  

S e c .  3 .

S e c .  4 .

K b . 2_u> o

s e c t i o n S t o  HB 26 0 t o  r e a d ;

S e c .  0 8 . 6 2 . 0 4 5 .  P i l o t a g e  t a r i f f s .  ( a )  T h e
b o a r d  s h a l l  a d o p t  b y  r e g u l a t i o n  t a r i f f s  t h a t  m ay b e  
c h a r g e d  b y  p i l o t s  f o r  t h e  p r o v i s i o n  o f  s p e c i f i c  
p i l o t a g e  s e r v i c e s .  T h e  b o a r d  s h a l l  i d e n t i f y  t h o s e  
e x p e n s e s  t h a t  a r e  i n c l u d e d  i n  t h e  t a r i f f .  I n  
a d o p t i n g  t a r i f f s  u n d e r  t h i s  s u b s e c t i o n ,  t h e  b o a r d  
s h a l l  t a k e  i n t o  c o n s i d e r a t i o n

( 1 )  r e a s o n a b l e  c o m p e n s a t i o n  f o r  a c t u a l  t im e  
a b o a r d  a  v e s s e l  a s  a  p i l o t  a n d  f o r  t im e  e n g a g e d  i n  
p r e p a r i n g  t o  p r o v i d e  p i l o t a g e  s e r v i c e s ;

( 2 )  d i f f e r e n t i a l  c o m p e n s a t i o n  f o r  s e a s o n a l  
a n d  w e a t h e r  c o n d i t i o n s ,  r i s k s  i n v o l v e d  i n  p r o v i d i n g  
p i l o t a g e  s e r v i c e ,  a n d  o v e r t i m e ;

( 3 )  d i s p a t c h  e x p e n s e s ,  t r a n s p o r t a t i o n
e x p e n s e s ,  a n d  o t h e r  a s s o c i a t e d  c o s t s  d i r e c t l y  
r e l a t e d  t o  t h e  p r o v i s i o n  o f  p i l o t a g e  s e r v i c e s ;

( 4 )  r e a s o n a b l e  o v e r h e a d  e x p e n s e s  t h a t  a r e  
n e c e s s a r y  t o  p r o v i d e  y e a r  r o u n d  p i l o t a g e  s e r v i c e s  
f o r  t h e  r e g i o n ;  a n d

( 5 )  o t h e r  e x p e n s e s  i d e n t i f i e d  b y  t h e  b o a r d .

( b )  A p i l o t  o r g a n i z a t i o n  r e c o g n i z e d  b y  t h e  
b o a r d  o r  a  m em be r o f  t h e  p i l o t  o r g a n i z a t i o n  may n o t  
c h a r g e  a  t a r i f f  f o r  t h e  p r o v i s i o n  o f  p i l o t a g e  
s e r v i c e s  t h a t  d i f f e r s  f r o m  t h e  t a r i f f  s e t  b y  t h e  
b o a r d .

S e c t i o n  1 o f  t h i s  A c t  t a k e s  e f f e c t  o n  J a n u a r y  1 ,  1 9 9 6 .

T R A N S IT IO N : REGULAT IONS . T h e  B o a r d  o f  M a r i n e
P i l o t s  m ay  im m e d i a t e l y  p r o c e e d  t o  a d o p t  r e g u l a t i o n s  
n e c e s s a r y  t o  e s t a b l i s h  t h e  t a r i f f s  a u t h o r i z e d  i n  
S e c t i o n  1 o f  t h i s  A c t .  T h e  r e g u l a t i o n s  t a k e  e f f e c t  
u n d e r  AS 4 4 . 6 2  ( A d m i n i s t r a t i v e  P r o c e d u r e  A c t ) ,  b u t  
n o t  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  s e c .  1 o f  t h i s  
A c t .

S e c t i o n  3 o f  t h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  
AS 0 1 . 1 0 . 0 7 0  ( c )  .
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Regional Citizens' Advisory Council / 750 \v. 2nd Ave., Suite 100 / Anchorase, Alaska 99501-2168 9071277-7222 fax i907i 277-4523
"Citizens prom otion environm entally sale operation o i the Alveska terminal ana associatea tankers.'

Regional C itizens’ Advisory Council of Prince W illiam  Sound 
House L abor and Com merce C om m ittee 

Testim ony on CSHB 260 (TRA) Board of M arine Pilot Bills
April 12,1995

The Prince W illiam  Sound Regional Advisory Council's m ission is "citizens 
prom oting the environm entally safe operation of the A lyeska term inal and 
associated tankers." RCAC is certified as an a lternative  council under Section 
5002 of the Oil Pollution Act of 1990. The work of the RCAC is guided by its contract 
with the Alyeska Pipeline Service Company and the Oil Pollution Act of 1990.
RCAC has 18 m em ber organizations rep resen ting  com m unities and boroughs 
impacted by the 1989 Exxon Valdez oil spill, as well as com m ercial fishing groups, 
A laska N ative in te rests , and environm ental, aquaculture and business 
organizations. We appreciate the  opportunity to testify  on HB 260, an act extending 
the  Board of M arine Pilots.

Safety is RCAC's prim ary concern regarding m arine pilotage. M arine pilotage is 
of critical im portance to the residen ts of the  Prince W illiam Sound Region. We 
have acutely experienced the  tragic im pact of relatively  "m inor adjustm ents” to 
m arine pilotage with the Exxon Valdez oil spill. As sta ted  in the legislative intent 
and findings, m arine pilotage is “to assure the pro tection  of lives and property and 
the marine environm ent of the  s ta te , licensed m arine pilots having extensive local 
knowledge are required to p ilo t certa in  vessels on inland and coastal w ater....”
This safety concern is also the prim ary concern of the public and the S tate of 
A laska. RCAC has no vested economic in te re s t in pilotage. We urge the 
legislature to rem ain  focused on the poten tial im pacts on safety of the bill under 
consideration.

During recent years, the A laska D epartm ent of Commerce and Economic 
Developm ent, Division of O ccupational Licensing, Marine Coordinator has made 
significant im provem ents tow ards m aking licensing, exam inations and training 
m ore objective. RCAC applauds and supports th is progress. However, the 
departm ent has also been stym ied in th e ir efforts to efficiently improve m arine 
pilotage by constant litigation. We hope th a t 'th e  housekeeping portions of th is bill 
will indeed reduce the conflict in the system and allow the S ta te  to focus more 
clearly  on the im portan t issues affecting safety. RCAC looks forward to 
constructive in teraction  to facilitate  continued im provem ent to the system.

RCAC m em bers and residen ts of Southcentral A laska appreciate the excellent 
safety record of the  Southwest A laska P ilo ts A ssociation (SWAPA), which has 
avoided many of the  growing pains and accom panying problem s occurring in 
Southeast and W estern  A laska. However, we believe this is more a credit to the



RCAC Testimony on Marine Pilot Legislation, HB 260

m em bers of SWAPA, not how the program is regulated by the S tate. SWAPA has 
m ain tained  high professional standards in  recruiting, tra in ing  and licensing 
pilots. In addition, the A lyeska Pipeline Service Company also evaluates the 
qualifications of new pilots calling a t the T ransA laska Pipeline System (TAPS) 
term inal. A lyeska can approve or disapprove new certification  for p ilo ts serving 
the  TAPS tankers loading a t the Port of Valdez. The com bination of these two 
influences have helped to m ain tain  rigorous professional standards for p ilot 
services on TA PS trade tankers.

In hearings to da te , there has been considerable discussion regarding com petition 
and whether com petition  exists. True economic com petition can not exist in an 
industry where th e  use of pilotage services are m andatory and pilots m ust belong to 
p ilo t associations th a t m ust provide services. Arguing w hether com petition exists 
is of relatively little  use. The larger issue is w hether com petition betw een pilot 
groups and betw een pilots and shippers has a de trim en tal im pact on safety and 
whether com petition compromises the ability  of pilots to m ake safety decisions 
unencum bered by fear of reprisal—eith er in  the  form of loss of m arket share to 
com peting p ilo t groups or reduction in negotiated fees for services.

We question w hether there are sufficient m easures in  sta te  law to p ro tec t Prince 
W illiam  Sound, th e  public and the s ta te ’s resources from the problem s th a t appear 
to be the result of competition. RCAC believes th a t pilot associations should not be 
able to reduce tra in ing  and licensing standards in order to increase m em bership. 
W e strongly oppose cross-re0onal licensing  because A laska’s size and its  m any 
physically  dynam ic and challenging po rts  ren d e rs  fam iliarization  and local 
knowledge im possible in  more th an  one reg ion .

It appears th a t the  effect on safety by com petition  is a  negative one. It seem s 
relevant tha t A laska is the only coastal s ta te  th a t provides for the setting of pilot fees 
based on com petition. It also seem s tha t th is  purely economic issue continues to 
d is trac t a tten tio n  from more im portan t issues of recruiting, licensing, train ing  and 
safety. C om petition can be used as leverage by shippers to keep downward 
pressure on pilotage rates. W hile it is understandable th a t shippers would seek 
reasonable p ilo t rates, com petition may po ten tii ’ly poses a  constant th rea t tha t 
underm ines the  ability  of pilo ts to freely and independently assert th e ir professional 
judgm ent on safety  considerations. RCAC has received com m ents from p ilo ts tha t 
the  com petitive system  dam pens p ilo t’s com fort with expressing safety concerns.

The S ta te  needs to be more proactive in assuring th a t training, exam inations, 
licensing, and safe operating standards are  rigorously regulated. Given the  S ta te ’s 
historic role, we question w hether th is  diligence is likely. The S tate  has usually 
tak en  a hands off approach to regulating s ta te  pilotage—not stepping in unless 
there  is a  problem . Proponents of com petition advocate regulating safety directly. 
The public needs assurance th a t th is will happen. Allowing train ing  and licensing 
standards to be eroded decreases public confidence. S ta te  and Board of M arine 
P ilo ts should se t high professional training, licensing, and safety standards th a t 
can not be lowered by shippers o r p ilot groups.

April 11,1995
-2-



R C A C  T e s t im o n y  o n  M a r in e  P i lo t  L e g is la t io n ,  H B  260

Specific com m ents on bill sections:

Section 2: Board m em bership. The purpose of m arine pilotage is public safety and 
to protect the environm ent and property. Therefore, RCAC believes that the public 
should be proportionally represented: we oppose th e  percentage reduction in  public 
m em bers th a t was m ade in  the  House T ransporta tion  Com m ittee. If additional 
p ilo t and industry  m em bers are  to  be added, th en  ano ther public m em ber should 
also be added to  th e  Board. W e a re  aware of no o th e r boards o r commissions on 
which a  governm ent agency represen ta tive  is considered a  public m em ber as 
suggested by  th e  proponents of the  T ransportation Com m ittee am endm ent. W ith  
th e  board no lonflsr se ttin g  tariffs, we question th e  continued requirem ent for 
industry  represen ta tion  on the  Board. Mavbe th e  Board should be  a  safety, tra in ing  
and licensing board  with pilot and  public m em bers.

Section 15: sanctions against pilots for drug or alcohol use. In previous hearings, 
there was testim ony thac this new section allows a  p ilo t’s liability to be unlim ited in 
any situation  for which the board can sanction a p ilot and is thus arbitrary and too 
harsh. It appears th a t the section actually provides for unlim ited liability in 
situations in which the pilot could be sanctioned for drug or alcohol use. RCAC 
supports th is excellent and reasonable provision.

April 11,1995
-3-



R eg ion  1: S ou th ea s tSoutheast Alaska Pilot Association. Ketchikan
• 21 full-time pilots
• Six associate members
• One trainee

Alaska Coastwise Pilot Association. Ketchikan
• 11 full-time oiiots
• Six associate members
• Three trainees

Reg ion 2 : S ou th cen tra lSouthwest Alaska Pilot Association and Dispatching Services. Homer and Valdez
• 20 full-time oiiots
• Two associate m em Ders
• Fourtrai nees

Reg ion 3 : W erta rnWestern Alaska Pilots Association. Dutch n'aroor
• Four full-time piiots
• One trainee

Alaska Marine Pilots. Dutch Haroor
• 11 full-time Dilots

Region 4 : 
K u skokw im  R iverKuskokwim Pilots 
Association, Bethel 
• Two full-time pilots

I
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April 5 ,1995

Board o f  Marine Pilots
Division o f Occupations! Licensing
D e p t o f Commerce and
Econom ic Development
P.O. Box 110806
Juneau, Alaska 99811-0800

p fa r  Sins:

. •”& . '  : 
;$•••;■

• Par. *5, .
<j> : •
t / 1 o,-O lU  "J
%  - 3 ^  •
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A  colleague o f  mine, C apt Michael -Spence, has requested diet I writ* to inform the Board o f  
M arino Pilots about the competitive state pilotage scheme which presently eyases in Long 
Island  Sound. -• : .

9 - 4
There are presently four groups which compete in Long Island Sound fo r statu work. . j- 

J r .  in terport is one o f these four groups. O ur pilots, as wall as die pilots in  tw o other smaller ’J  ' 
groups, are licensed solely by die'state o f  Cormocticut The forth group, Sound Pilots, is ' 
comprised t ? pilots from Northeast Marine Pilots and Sandy Hook Pilots. The pilots working 
in  tha Sount Pilots group a r t  licensed by both Connecticut sod N ew  York. Presently, all four 

•^g ro u p s  operate independently o f each other. P ilo t work is solicited from  ship owners o r *•**• 
"tff- egagtc. Bach Croup do® its own billing and dispatching, and operates ids ow n equipm ent ' 
; J .  T he states fix th e  rates that are charged by the pilots. This is done in legislation by N ew  * ‘ 

York. The rates are sat in regulation by Coenoctiout The rates arc the  sam e regardless o f  ;
. which state pilot is taken. In sdditicn. both Connecticut and New Y ork regulate safety and 

r licensing standards for the pilots.
* ’ y . . .

Throughout m ost o f  its history, Long Island Sound has had  competitive piloting- N ew  York’s 
7T history o f  regulating pilotage in the sound is relatively young. New Y ork d id  no t begin 

regulating ihcac w w c r  until 1973. Counccdcma hlsiuiy o f leguloilng pilula^w in Luu&laiouU 
Sound ic even younger. Until tBooxdiy Connecticut was only concerned -with pilots in the % 
p o n s  o f  Bridgeport, New Haven end Now London, leaving regulation o f  ihe sound fo Now ’ 

J is  York. I t  was no t until the lace 19801* that Connecticut began to  exercise concurrent
jurisdiction over the sound. As such, foe state, and the pilots it licenses, had sam e catching /.

. ‘jvVy up fo do on the  regulntoiy front. ,Thip chariffn^i ha* hern met so as to  provide fo r tfric*
•r regulation by both states. Bcccnt pilot boat regulations proposed in Connecticut are even - ' 

more strict than New  York.' In addition,' the pifo tw m m tarions o f  each srate have begun fo 
m eet ragulariy in order to provide for consistent regulation of these waters.

S w i c t  S m c *  1 9 5 9  
ATnr York, Long Island Sound, psilod^iphla, BrltU-.on
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Representative Gaii Philips
February 56,1995
Page 2

1991.., Continued.

V*. • U ndero
associations, 
stringent 
period o f 1

1 know o/o ther States

Those opposing the Bill were die I^Sjctor o f  the Department o f Commerce and 
Consumer Affairs, Deputy D irectt^^f the Department o f Transportation, 
numerous shipping iigendeg^EHg^^M^^vuipatoes, Harbor us jts, and even , 
privatemdividuals>^ '  ^  ^

O
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C aptain  M ichael C  Spence 
3736 Justice C ouit 

FO  Box 7981 
K etchikan ,

A laska 99901
S en a to r Loren Io n ia n  
C h a irm an ,
S enate  R esources C om m ittee 

A laska L egislature 
Ju n eau ,
A laska 99811

A pril 12.1995

BY TELEFAX

D ear S en a to r Lem an,

A6 you  are  aw are, th e  leg isla tive  com m ittees h ea rin g  M arine  P ilo tage b ills  
th is  se ss io n  have h ea rd  m uch  regard ing  th e  issue  o f  com p etitio n  in  p ilo tag e . 
A d d in g  to  th is  deb a te , an  an ticom petitive  paper w ritten  by Mr. Brad Pierce o f 
th e  O M B has b een  w id e ly  circulated to  m em bers o f th is  leg isla tu re .

I b e liev e  th e  a ttach ed  th ree  le tters from  p ilo ts  in  th e  sta tes o f H aw aii, O regon , 
an d  N ew  York, w ritte n  in  response  to  th e  Pierce p ap er, sh o u ld  b e  a d m itte d  
in to  th e  Tecord a lso , since  th ey  sh ed  som e lig h t o n  th e  issu e  o f com petitive  
p ilo tag e  as it occurs in  o th e r states.

W hile  th e  P icrcc p ap er offers little  in  th e  w ay o f ex p la in in g  its m ethodo logy , 
m y  in q u ir ie s  reveal th a t it is grossly  inaccurate o n  th e  facts th a t are o ffered . 
N e ith e r th e  U.S. C oast G u ard , no r th e  N ational T ran sp o rta tio n  S afety  Board, 
n o r th e  S ta te  o f  A laska, have issu ed  any  fin d in g s  th a t th e  g ro u n d in g  o f  th e  
N ie u w  A m sterdam  w as in  an y  w ay  affected  by com p etitiv e  p ilo tage . T he  
N TSB is  n o t p la n n in g  any  hearin g s, as M r P ierce co n ten d s, on  th e  "p ilo tag e  
s itu a tio n  in  A laska". N e ith e r H aw aii, O regon  o r an y  o th e r  m aritim e s ta te  
have is su e d  a  f in d in g  th a t co m petition  is  harm fu l to  safe p i l o t a g e .  
C o m p e titio n  in  o th e r  m aritim e s ta tes  in  th is  n a tio n  a n d  w o rld w id e  is 
inc reasing , n o t decreasing , as regulatory  bod ies d isc o v c rth a t th e ir  is  no  
ad v erse  sa fe ty  im pact from  th is  com petition . T he few  regu la to ry  b o d ies 
w h ich  h av e  en ac ted  lig h te r  schem es of econom ic reg u la tio n , su ch  as  in  
F lo rida , have  done  so n u t because o f a safety factors, b u t  because the  p ilo ts  h ad  
a lread y  fo rm ed  them selves in to  m onopo lis tic  s tru c tu re s , an d  th e  le g is la tu re  
w o u ld  be h a rd  p ressed  to  force th em  in to  com p etitio n , as h ad  b een  su g g es ted  
by  th e  F lo rid a  A ud ito r. M r. Pierce's analogy  o f M arin e  P ilo tage w ith  p u b lic  
u tilit ie s , w h ich  req u ire  econom ic regu la tion  as m o n o p o lies , is  iron ic , s in ce  in



recen t years p u b lic  u tilitie s  n a tio n w id e  e ith e r  have been  o r  are  b e in g  
d e reg u la ted  in  response to f in d in g s  th a t th o se  m o n o p o lies  o ffer little  b en e fit 
to  th e  p u b lic . In  th e  care o f tran sp o rta tio n  in d u s tr ie s , i t  has b een  w ell 
e s tab lish ed  b y  m ost sc ien tific  analyses th a t safe ty  h as  im p ro ved  w iih  
econom ic d e reg u la tio n . T h e  few  n a tio n s  w h ic h  s till m a in ta in  sta te- 
san c tio n ed  m o n o p o lie s  in  a v ia tio n  arc now  n o te d  fo r h av in g  th e  w orst sa fe ty  
recor is o n  th e  p lan e t.

C o n tra ry  to  M r. Pierce's asse rtio n , tra in in g  re q u ire m en ts  in  S o u th ea ste rn  
A la sk a  are m a n y  tim es m ore s tr in g e n t th a n  th e y  w ere  d u rin g  th e  p erio d  o f 
m o n o p o ly  in  th e  la te sev en tie s  a n d  early  e ig h tie s . T h ey  are n o w  m ore 
s tr in g e n t th a n  m ost p ilo tag e  areas in  th e  co u n try . A cciden ts h av e  b een  
red u ced , a n d  m o st im p o rtan tly , accountab ility  is b e in g  increased . T he  
refo rm s w h ic h  have occurred  in  m arine p ilo tag e  in  A lask a  d u rin g  th e  p a s t 
five  years a re  la rge ly  d ue  to  th e  increased com petitio n  w h ich  has  occurred.

A s y o u  p o n d e r  th e  m erits  o f  th is  p ilo tage leg is la tio n , p lease  co n sid e r w h e th e r  
i t  is  w ise  to  u se  a  n in e teen th  century  m odel to  se t reg u la to ry  p o licy  for th e  
Iw en ty fire t. T h e  econom ic reg u la tio n  o f p ilo tag e  is b u rd en so m e, costly, a n d  
in e f f ic ie n t  Econom ic o r legal p ro tec tion ism  fo r  th e  d o m in an t p ilo t  g ro u p s  in  
th e  sta te  does n o t serve th e  p u b lic  safety  o r com m erce.

a ttach m en ts  (3):

le tte rs  C ap t, B ettinc lli, N ew  York 
C apt. L eP cndu , H aw aii 
C a p t  N ich o ls , O regon
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ilrpresecutivc Gail Phillips 
Speaker o f  the House 
Alaska H ouse o f  Representatives 
Alaska State Capitol 
Juneau, Alaska 99810-1182

tcbmary 16, 1995 V

■jr&r

Re: Document, “Alaska Marine Pilotage System Revisited” (Pierce 1994)

, Dear RnpreaenUiriYe Phillips;

T wish to comment on a recent paper entitled “Alaska Manne Pilotage System Revisited”
. • prepared by the  former Commissioner o f Commerce and Economic Development

i  am a Hawaii Stale Pilot licensed by the State o f  Hawaii and the Federal Government to — • •* *&£
f  • S r | '? ^ g ^ i.p5Iot vessels in all seven commercial harbors m the Slate ofHawaii. I  have been a State 
> v ; 11 years and Federal licensed pilot fc r  20 yearn.

• #> • t A; 1.....

■ M i

' ' • i-T h ere  are inaccuracies in the paper particularlyon the issue of regulation ofpilotage in .*• , 
■} Hawnh. Multiple pilot groups have existed in Hawaii and competed since 1984 without 

any adverse effects ou safety. I  can assure you that competition in HawaiHs alive and 
healthy'.

’ . . H I S T O R Y :
• Board o f  Pilot Commissioners W&s decommissioned by toe legislature on grounds: 

that, “The Board Actions Furthered the Financial Interests o f  the Licensed Pilots 
and JNot Those o ilh e  State.” (Legislative Audit 1985)

1989... D irector o f  the Department o f Commerce and Consumer Affairs changed the 
Rules o f  Pilotage to make the word “association” plural to  “associations” to  
recognise toe e.dstence o f  dual pilot associations working within tbe State.

1990... Legislature again refused to establish a M o t Commission based on its findings • 
that, “the Department o f  Commerce and Consumer Affiura has improved the 
regulation o f p ilo tage(L eg isla tive  Audit 1990)

1991... Failed... proposed legislation by a  pilot association to establish by law only one 
pilot association, a  monopoly. The Bill received no support from industry and died.

Hawaii State Pilots ♦ Pier 32 •  Honolulu, HI 96817 * Ph: (808) 225-8554

- • » — • •
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Lone island Sound pilotage cunt*

-2- >'
y. * - ^ • - * • j:?j%

Piloting is a business which needs to  be careftiUy regulated due to its im pact on public safety, t , 
the environmtnt, and die economy. Cuimeuticit h  quickly approaching the ideal pilot 
regulatory scheme by allowing competition wiihina. highly regulated environm ent When 
logul&tory body sets high licensing end safety' standerds, and also sets the rates, toe only thing 
left for which toe pilots can compete is quality at' sem e#. In mis scheme, the puots become.. 
fer more strict with themselves than die auie, Since the customer is paying dm same rate 
regardless o f  toe group he uses feat customer w 3l uurirc on using the b*ct pilot* avaitefaia. • 5
The custom er wants the roost for his money. The Indfvidunl pilot groups must respond and 2  
provide too best pilots they can or risk losing to»hwwnws»« to * competitor. I f  oil tho groupc^iv-,^. 
maintain toe same high quality pilots a  customer w2! generally split the work in order to 
.. .Intern competition and hi* ability to have a  choice. Other regulatory problem*, such as too -- ~*^v 
-many pilots for an area and m e incessant rate increases which characterize toe monopolistic 
ccheme, are absent in Long Island Sound. The quality c f  toe pilotage is evidenced by toe 
lack o f  incidents in the area.

r : . . H ie  monopolistic system o f regulating pilots is sn anachronism that should be abandoned. Its
provided by such a  system. JO a ^ i  •/•

* economic concerns i r t  better, sp

.•Jr.;

Veiy truly yuure,

.T *

Cant Louis JBottinelii
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LEWIS &  CLABK PH-OTACI. INC. 
P.0.30X 

KALAMA. WASHINGTON 98625 
PHONE: (206) 613-2277

FEBRUARY 3 ,  1 9 9 5

R e p r e s e n t a t i v e  G a i l  P h il 'S  5 pn
Speaker of House
Alaska Houoe of Reprefsontatives
Alaska State Capitol
J u n e a u ,  A l a s k a  9 9 8 1 0

D e a r  R e p r e s e n t a t i v e  P h i l l i p s }

1 have bpan asked b y  one of m y  fellow aolioagueo in the 
Alaska State Pilotage oye-tonj to oonmvnt on a recent paper 
released to the Alaska Governors office and the Alaska 
i pgi elxtnre by the former Commiseloner of Commerce. ‘This 
paper io entitled "ALASKA'S HARINE PILOTAGE SYSTEM 
REVISITED" (Pierce 1994)

I pm an a c t i v e  Oregon State Pilot licenced b y  t h o  State of 
Oregon and the Federal Gov e r n m e n t  to Pilot V e s s e l s  on the . 
Columbia River* My s t ate license has been in effect for 21 
years and m y  federal lice n s e  for 31 years*

Although I nailed Alaska w a t e r s  for several y e ars I cannot 
oonwiant on tho opinions of tho author regarding Aluolca 
Pilotage* I cun however tell you that hia information 1b 
inaccurate as to Bone of t h e  other States r e g u l a t i o n  of 
pil o t a g e  o n  their grounds.

In 19B9* l b w x s  S, CLARKS P I L O T A G E  INC. was formed to pilot 
Vessels on the Columbia R i v e r  in direct c o m p e t i t i o n  with the
c ^ i s L l i i ' ^  p i l o t a g e  y x u u u  o n  t h v  g r o u n d * * ,  t h e  l e s u l t a  t o  d a t e
h a v e  not had any adverse safety c o n B e q u e n c e f i- I am familiar 
with s o m e  of the other s t a t e s  that h a v e  dual p i lotage on 
the same g r o unds and am n o t  aware o f  any e v i d e n c e  that a 
co mpetitive ayaLam haa led to lower the s t a n d a r d s  of sarety 
in any of tho other otatan.

Sincerely*

CA P T A I N  M A R K  D. N I C H O L S  
PRESIDENT
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Western Alaska Pilots Association P.O. Box 792 Unalaska Alaska

March 27, 1995

Representative Gary Davis 
State Capitol, Suite 420 
Juneau, Alaska 99801

Dear Representative Davis:

I am grently appreciative of the time and effort you are expending in 
dealing with the marine pilotage legislation. For such a small group, pilots 
demand an enormous amount of attention. As you said on Friday, it is 
important that the legislation passed this year be far-sighted and 
comprehensive in dealing with the problems. Maybe then we will go away 
and do our work and not bother the legislature for a long time!

In the letter that I left with you last week, I raised the issue of cross 
regional licensing. While it seems that there is reluctance in discussing it,
I encourage you and the committee to give the topic a fair hearing. It is an 
issue of importance to my group of pilots and, if they were pressed, to the 
other groups and industry.

Let me give you an analogy. Suppose that the medical board decided one day 
that, due to the many differences between children and adults, general 
practitioners were no longer licensed to practice medicine on children 
under the age of twelve. The rational was safety. Pediatricians were more 
highly qualified and children would receive "better care". Suddenly, the GP's 
across the state have been denied access to a large percentage of their 
former practice. The state offers no compensation. Of course, the 
physician could go back into residency and become a pediatrician, but what 
about the rest of his practice? Or his livelihood in the interim?

Subsequent to the passage of the Marine Pilotage Act of 1991, Region 3 
was formed. Prior to that the pilots in my group had been licensed to pilot 
in what is now Region 2 and Region 3. We view the arbitrary drawing of 
regional lines as a disenfranchisement and blatantly anti-competitive.
With the work in Region 3 slowing, my pilots would like to seek work in 
Cook Inlet, Kodiak and Prince William Sound. Under the current law as well 
as the pending legislation, that option is denied us.
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What about the safely issue? Well, getting licensed or even renewing a 
lapsed license is no cakewalk. Keeping a license current also requires a lot 
of time in the pilot house. I again encourage you to invite the Coast Guard 
commander over marine safety to testify as to his perceptions of the safety 
issue. I also encourage you to ask industry what their concerns might be 
related to this.

Representatives from the other groups may tell you tha t being licensed in 
more tha t one region is not important to their pilots. But I would be very 
surprised if, given the opportunity to do so, pilots in southeast failed to 
seek licensure to bring cruise ships into Prince William Sound. I would also 
expect to see pilots from all regions spread their licensure into "new 
waters".

In the long term , cross regional licensing may solve the dispute resolution 
issue. Industry's concern seems to be tha t a dispute over fees may stop 
their ships. If they could call on four groups instead o f one or two, perhaps 
their fears would be abated.

This in not an easy issue. Again, I only ask tha t you give it some 
consideration and a fair hearing. Because of its importance to my group, I 
have dedicated this le tte r solely to it. WAPA's concerns related to the 
composition o f the board and other items in the legislation, I will submit to 
you separately, or in teleconference.

If you need further clarification on the issue, do not hesitate to call me at 
272-3365. I will also be available on Wednesday via teleconference from 
Anchorage.

Respectfully,

Benee S. Braden
Business Manager
Western Alaska Pilots Association
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I H o l l a n d  A m e r i c a  L i n e  

'■ W f e s t o u r s  I n c .

BY TIHCOP]E« - 907-<i65-3835

M a r c h  23, 1 9 9 5

T h e  H o n o r a b l e  G a r y  L. D a v i s  
C h a i r m a n  - H o u s e  T r a n s p o r t a t i o n  c o m m i t t e e  
A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  
J u n e a u ,  A l a s k a

D e a r  C h a i r m a n  D a v i s :

I a m  w r i t i n g  t o  u r g e  y o u r  s u p p o r t  f o r  H B  260, l e g i s l a t i o n  c u r r e n t l y  
p e n d i n g  in t h e  T r a n s p o r t a t i o n  C o m m i t t e e  t h a t  w o u l d  a m e n d  v a r i o u s  
p r o v i s i o n s  of  t h e  M a r i n a  P i l o t a g e  Act. in  o u r  o p i n i o n ,  t h i s  
l e g i s l a t i o n  r e p r e s e n t s  a f a i r  c o m p r o m i s e  b e t w e e n  t h e  n e e d s  o f  t h e  
S t a t e ,  p i l o t s  a n d  i n d u s t r y .

I u n d e r s t a n d  t h a t  a t  y e s t e r d a y ' s  h e a r i n g  o n  HB 260, c o n c e r n s  w e r e  
r a i s e d  r e g a r d i n g  t h e  b i n d i n g  a r b i t r a t i o n  p r o v i s i o n s .  I n d u s t r y  h a d  
p r o p o s e d  b i n d i n g  a r b i t r a t i o n  as t h e  f a i r e s t  and m o s t  e f f i c i e n t  w a y  
o f  r e s o l v i n g  a g l a r i n g  p r o b l e m  t h a t  n o w  e x i s t s  i n  t h e  A c t  a s  a 
c o n s e q u e n c e  of t h e  r e p e a l  of t h e  m a x i m u m  t a r i f f  p r o v i s i o n s  i n  J u n e  
o f  la s t  y e a r .  T h e r e  a r e  o t h e r  o p t i o n s  f o r  d e a l i n g  w i t h  t h i s  
p r o b l e m .  I n d u s t r y  a n d  s e v e r a l  of t h e  p i l o t  g r o u p s  b e l i e v e ,  
h o w e v e r ,  t h a t  b i n d i n g  a r b i t r a t i o n  is b e t t e r  t h a n  a n y  o f  t h e  o t h e r  
o p t i o n s  i d e n t i f i e d  to date.

I n i t i a l l y ,  it is i m p o r t a n t  t h a t  e v e r y o n e  be c o g n i z a n t  o f  t h e  
p r o b l e m  t h a t  n o w  e x i s t s  in t h e  Act. A s  0 8 . 6 2 . 1 6 0  r e q u i r e s  v e s s e l s  
t o  e m p l o y  l i c e n s e d  p i l o t s .  A S  0 8 . 6 2 . 0 4 5 ,  p r i o r  t o  b e i n g  r e p e a l e d  
a f f e c t i v e  J u n e  30, 1994, r e q u i r e d  t h e  B o a r d  of M a r i n e  P i l o t s  to
a d o p t  a m a x i m u m  t a r i f f .  P i l o t  o r g a n i z a t i o n s  w e r e  n o t  a l l o w e d  to 
c h a r g e  f o r  s e r v i c e s  an a m o u n t  t h a t  w a s  in e x c e s s  of  t h e  m a x i m u m  
t a r i f f .  W h i l e  it w a s  n o t  e x p l i c i t  in t h e  Act, o n e  c o u l d  c o n c l u d e  
t h a t  if a p i l o t  o r g a n i z a t i o n  w a s  c h a r g i n g  at  or b e l o w  t h e  m a x i m u m
t a r i f f ,  a v e s s e l  c o u l d  n o t  r e f u s e  t o  e m p l o y  a p i l o t  o n  t h e  b a s i s
t h a t  t h e  c h a r g e s  w e r e  u n a c c e p t a b l e .

W i t h  t h e  r e p e a l  of A S  0 8 . 6 2 . 1 4 5 ,  t h e r e  i3 n o  g u i d a n c e  u n d e r  t h e  A c t  
a s  t o  w h a t  h a p p e n s  w h e n  a v e s s e l  a n d  p i l o t  o r g a n i z a t i o n  a r e  u n a b l e  
t o  a g r e e  o n  t h e  a p p r o p r i a t e  c h a r g e  f o r  p i l o t a g e  s e r v i c e s .  It is 
e a s y  to  e n v i s i o n  a s i t u a t i o n  w h e r e  a t a n k e r ,  a p a s s e n g e r  s h i p  o r  
a n o t h e r  v e s s e l  r e q u e s t s  a pilot, t h e  p i l o t  a d v i s e s  t h e  v e s s e l  as t o  
t h e  r a t e  t o  b e  c h a r g e d ,  t h e  v e s s e l  r e f u s e s  to  p a y  t h e  r e q u e s t e d
c h a r g e s  a n d  t h e  s h i p  s a i l s  w i t h o u t  a pil o t .  If t h e r e  is t h e n  a
m a r i n e  c a s u a l t y  i n v o l v i n g  t h a t  v e s s e l ,  t h e  p u b l i c  w i l l  w o n d e r  h o w  
it is p o s s i b l e  t h a t  s u c h  a g l a r i n g  p r o b l e m  w a s  a l l o w e d  t o  e x i s t  
u n d e r  t h e  Act.

i n d u s t r y  is a w a r e  of o n l y  t h r e e  a v a i l a b l e  o p t i o n s  a t  t h i s  t ime.  
F i r s t ,  w e  c o u l d  r e t u r n  t o  t h e  m a x i m u m  t a r i f f .  A l l  p a r t i e s  a g r e e ,  
h o w e v e r ,  t h a t  t h e  B o a r d  of M a r i n e  P i l o t s  p e r f o r m e d  a t  its w o r s t  
w h e n  it c a m e  t o  e s t a b l i s h i n g  m a x i m u m  tar i f f s .  I n  a d d i t i o n ,  t h e

Re: H o u s e  B i l l  260
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p r o c e s s  c o n s u m e d  v a l u a b l e  B o a r d  t i m e  a n d  r e s o u r c e s  r e q u i r e ^  
p e r f o r m  o t h e r  f u n c t i o n s .  I b e l i e v e  all p a r t i e s  w o u l d  c o n c e d e  thv 
t h e  B o a r d  h a s  o p e r a t e d  m u c h  m o r e  s m o o t h l y  3 i n c e  t h e  r e p e a l  of  the 
m a x i m u m  t a r i f f .  H a v i n g  s a i d  this, i n d u s t r y  w o u l d  s u p p o r t  a r e t u r n  
t o  t h e  m a x i m u m  t a r i f f  if t h e  L e g i s l a t u r e  v i e w s  t h i s  a s  the 
p r e f e r r e d  o p t i o n .

T h e  s e c o n d  o p t i o n  w o u l d  be  t o  s i m p l y  i n c l u d e  a p r o v i s i o n  in t h e  A c t  
w h i c h  r e q u i r e s  p i l o t s  t o  p r o v i d e  p i l o t a g e  s e r v i c e s  u p o n  r e q u e s t  of 
a v e s s e l .  W h i l e  i n d u s t r y  w o u l d  b e  v e r y  s u p p o r t i v e  of t h i s  option, 
it w o u l d  c r e a t e  a g r e a t  u n c e r t a i n t y  as to  w h a t  h a p p e n s  w h e n  the 
p i l o t  o r g a n i z a t i o n  t h e n  t r i e s  t o  c o l l e c t  for t h o s e  s e r v i c e s  a b s e n t  
a  p r i o r  a g r e e m e n t  w i t h  t h e  v e s s e l .  C e r t a i n  p i l o t  o r g a n i z a t i o n s  
h a v e  t e s t i f i e d  t h a t  t h e y  w o u l d  n e v e r  r e f u s e  to d i s p a t c h  a pilot. 
O n e  h a s  t o  a s s u m e ,  h o w e v e r ,  t h a t  t h i s  r e p r e s e n t a t i o n  a s s u m e s  
p a y m e n t  w o u l d  be  f o r t h c o m i n g .  I n d u s t r y  b e l i e v e s  t h a t  it w o u l d  be 
c o u n t e r p r o d u c t i v e  t o  c r e a t e  an  o b l i g a t i o n  on  t h e  p a r t  of p i l o t s  to 
w o r k  w i t h o u t  a n y  m e a n s  a v a i l a b l e  t e  d e t e r m i n e  a n  a p p r o p r i a t e  
c o m p e n s a t i o n  f o r  t h a t  werk.

T h e  f i n a l  o p t i o n  is b i n d i n g  a r b i t r a t i o n .  I n d u s t r y  v i e w s  t h i s  as 
t h e  c o m p r o m i s e  p o s i t i o n  b e t w e e n  t h e  o t h e r  t w o  a l t e r n a t i v e s .  It 
e n s u r e s  t h a t  p i l o t s  w i l l  r e s p o n d  t o  a c a l l  f o r  s e r v i c e s  a n d  
g u a r a n t e e s  p i l o t s  t h a t  f a i r  c o m p e n s a t i o n  w i l l  be p a i d  f o r  s e r v i c e s  
r e n d e r e d .  W e  u n d e r s t a n d  t h e  r e t i c e n c e  of l e g i s l a t o r s  t o  a d o p t  a 
s y s t e m  t h a t  h a s  c o m e  u n d e r  i n c r e a s i n g  a t t a c k  in t h e  p u b l i c  sector. 
T h e  f a c t  of  t h e  m a t t e r  is, h o w e v e r ,  t h a t  t h e  S t a t e  of A l a s k a  
m a n d a t e s  t h e  u s e  of l i c e n s e d  p i l o t s .  It is i n c u m b e n t  u p o n  t h e  
S t a t e  t o  t h e n  t a k e  t h e  n e x t  s t e p  a n d  e n s u r e  t h a t  a s y s t e m  is in 
p l a c e  t h a t  w i l l  g i v e  m e a n i n g  t o  t h a t  m a n d a t e  a n d  e n a b l e  i t  t o  be 
p r a c t i c a l l y  i m p l e m e n t e d .

T h i s  is n o t  a n  i s s u e  o f  g o v e r n m e n t  r e g u l a t i o n  of f r e e  e n t e r p r i s e .  
W h i l e  t h e r e  is c o m p e t i t i o n  a m o n g  p i l o t  o r g a n i z a t i o n s ,  t h e  f a c t  
r e m a i n s  t h a t  A l a s k a  l a w  r e q u i r e s  v e s s e l s  to  u t i l i z e  t h e  s e r v i c e s  of 
a s e l e c t  g r o u p  o f  p e o p l e ,  a l l  o f  w h o m  a r e  r e q u i r e d  b y  l a v  t o  be 
m e m b e r s  of r e c o g n i z e d  p i l o t  o r g a n i z a t i o n s .  A t  t h i s  time, t h e r e  a r e  
t w o  p i l o t a g e  r e g i o n s  w i t h  o n l y  o n e  r e c o g n i z e d  p i l o t  o r g a n i z a t i o n  
a n d  t w o  r e g i o n s  w i t h  t w o  r e c o g n i z e d  o r g a n i z a t i o n s .  U n d e r  t h e s e  
c i r c u m s t a n c e s ,  it is o n l y  a m a t t e r  of t i m e  b e f o r e  a d i s p u t e  o v e r  
r a t e s  t h r e a t e n s  t h e  p r o v i s i o n  of p i l o t a g e  s e r v i c e s  in t h e  State. 
T h e  L e g i s l a t u r e  n e e d s  t o  d e c i d e  w h e t h e r  * t o  d e a l  w i t h  t h e  p r o b l e m  
b e f o r e  it o c c u r s  o r  w a i t  f o r  a d i s p u t e  t o  o c c u r  w i t h  the 
p o s s i b i l i t y  o f  a m a r i n e  c a s u a l t y  b e i n g  t h e  c o n s e q u e n c e s .

H o l l a n d  A m e r i c a  a p p r e c i a t e s  y o u r  c o n s i d e r a t i o n  of  t h i s  m a t t e r .  If 
t h e r e  a r e  a n y  q u e s t i o n s  r e g a r d i n g  t h i s  letter, I w o u l d  b e  g l a d  t o  
d i s c u s s  t h i s  w i t h  you. M y  d i r e c t  t e l e p h o n e  n u m b e r  is 2 0 6 - 2 8 6 - 3 4 9 0 .

■Baniel S. G r a u s a ^  
V i c e  P r e s i d e n t / a n d  

G e n e r a l  c o u n s e l



S O U T H W E S T  A L A S K A  P I L O T S  

A S S O C I A T I O N

TO. ALASKA STATE LEGISLATURE
FROM: SOUTHWEST ALASKA PILOTS ASSOCIATION

RE: TARIFF SETTING IN MARINE PILOTS LEGISLATION

A p ril 18, 1995

This letter is to cla rify the position of o f SWAPA regarding the setting o f 
tariffs in pending marine pilotage legislation.

SWAPA supports binding arb itra tion on tariffs fo r pilotage regions in 
the state which have only one p ilo t association, i f the parties are unable 
to reach an agreement through negotiations. This would allow us to 
conduct our business w ithou t the government getting involved in the 
setting of tariffs.

The board process is well suited to manage licensing issues, as is the 
case w ith other occupational licensing boards. But it is somewhat 
cumbersome when it comes to ta r iff issues and has raised conflic t o f 
interest issues and potential litigation.

I f the legislature does charge the board w ith setting tariffs , we would 
pre fer a maximum ta r iff rather than a fixed ta r iff in those regions 
where there is one p ilo t association.

Our lobbyist, Paul Fuhs, w ill be available to provide you w ith fu rth e r 
information and you can reach him at 790-3030 or fin d him at the 
Capital.





HOUSE LABOR AND COMMERCE COMMITTEE
ALASKA STATE LEGISLATURE STATE CAPITOL. JUNEAU. AK 99801-1182

(907) 4654954

SPONSOR STATEMENT 
HB 263

S h o u l d  i t  b e c o m e  l a w ,  H B  2 6 3  w o u l d  r e q u i r e  t h e  D e p a r t m e n t  o  
L a b o r  t o  d e v e l o p  g u i d e l i n e s  g o v e r n i n g  h a z a r d o u s  w a s t e  c e r t i f i c a t i o n  
p r o g r a m s .  S u c h  p r o g r a m s  w o u l d  b e  a d m i n i s t e r e d  b y  e m p l o y e r s ,  
u n i o n s ,  c o n t r a c t o r s ,  v o c a t i o n a l  s c h o o l s ,  a n d  o t h e r s .

P u r s u a n t  t o  H P  2 6 3 ,  b e f o r e  a n  e n t i t y  c a n  u n d e r t a k e  w o r k  a t  a
h a z a r d o u s  w a s t e  s i t e ,  t h r e e  c r i t e r i a  m u s t  b e  s a t i s f i e d .  F i r s t ,  t h e
e n t i t y  m u s t  p r o p o s e  a n  e m p l o y e e  c e r t i f i c a t i o n  p r o g r a m .  S e c o n d ,  t h e  
D e p a r t m e n t  m u s t  a p p r o v e  t h e  p r o g r a m .  T h i r d ,  t h e  e n t i t y  m u s t  
c e r t ' f y  t h a t  e a c h  e m p l o y e e  t h a t  w i l l  h a n d l e  h a z a r d o u s  w a s t e  i s  
a d e q u a t e l y  t r a i n e d  t o  d o  s o  i n  a  s a f e  m a n n e r .

I t  r e s p e c t f u l l y  i s  s u b m i t t e d  t h a t  h a n d l i n g  h a z a r d o u s  w a s t e  i s  
p o t e n t i a l l y  d a n g e r o u s ,  b o t h  t o  a f f e c t e d  w o r k e r s  a n d  t o  t h e  g e n e r a l  
p u b l i c .  I t  t h e r e f o r e  i s  v e r y  m u c h  i n  t h e  i n t e r e s t  o f  t h e  s t a t e  t o  
p r o m o t e  t h e  s a f e  h a n d l i n g  o f  t h e s e  m a t e r i a l s .  T h i s  b e s t  c a n  b e  
a c c o m p l i s h e d  t h r o u g h  t h e  e d u c a t i o n  a n d  c e r t i f i c a t i o n  o f  w o r k e r s .  I
a c c o r d i n g l y  s o l i c i t  y o u r  s u p p o r t  f o r  t h i s  b i l l .
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M E M O R A N D U M March 21, 1995

S U B JE C T :

T O :

F R O M :

Sectional Analysis o f  HB 263 (Certification o f  Workers who Handle 
Hazardous Waste)

Representative Pete Kott 
Attn: George Dozier

Terri Lauterbach yvV
Legislative Counsel \

You have asked for a sectional analysis o f  HB 263. Since you have specified no particular 
questions about the bill, this analysis is brief. Please let me know if you have questions, and 
I will try to answer them.

Section 1.
Prohibits a person from employing individuals who will handle hazardous waste unless the 
individual has been certified in a program approved by the Department o f  Labor. Directs the 
departm ent to develop guidelines for the training programs.

Sections.2 r. 3,
These effective date sections make the prohibition effective January 1, 1996, but make the 
rest o fthe  bill effective immediately so that the Department of Labor can begin the regulations 
process.

TM L.pl;klb 
95-066. plm
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M a rc h  2 7 ,  1 9 9 5
R B :  HOUSE B I L L  NO. 2 6 3
T o  Whom I t  May C o n c e r n :
T h i s  l e t t e r  i s  t o  e x p r e s s  o u r  s u p p o r t  a n d  a g r e e m e n t  w i t h  H o u s e  B i l l  
2 6 3 .  As a n  e n v i r o n m e n t a l  c o n t r a c t o r ,  I  h a v e  b e en  r e q u i r e d  and  
r e a d i l y  a g r e e  t h a t  a l l  my e m p lo y e e s  w i l l  b e  c e r t i f i e d  and  
a d e q u a t e l y  t r a i n e d  i n  t h e  a s b e B t o s  f i e l d  a n d  f e e l  t h a t  a s  a 
m in im um , t h e s e  same s t a n d a r d s  s h o u l d  b e  r e q u i r e d  i n  t h e  H a z a r d o u s  
W a s t e  F i e l d .
T h e r e  a r e  i n h e r e n t  d a n g e r s  t h r o u g h o u t  t h e  e n v i r o n m e n t a l  i n d u s t r y  
a n d  f e e l  t h a t  a l l  p h a s e s  o f  t h e  i n d u s t r y  s h o u l d  be r e g u l a t e d  a n d  
o v e r s e e n  t o  i n s u r e  t h e  s a f e t y  o f  a l l  w o r k e r s .
I  a p p r e c i a t e  y o u r  e f f o r t s  i n  i n s u r i n g  t h e  s a f e t y  o f  a l l  
e n v i r o n m e n t a l  w o r k e r s  a n d  l o o k  f o r w a r d  t o  t h e  s u c c e s s  o f  t h e  a b o v e  
r e f e r e n c e d  l e g i s l a t i o n .

C obb  
P r e s i d e n t

A Sfare CettlbgO Ki&i fmn'DssOled \tetram Veteran
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House o f Represen ta t iv e s  

° o tc  K o t t • Chairman

th e r e fo r e , p lea se enLe r th e se confluents on t h is  h i i i  in to  th e o o a w it te e  re co rd s 

.and fu r n is h  a copy to  th e  conx ritte e -m em be rs .

a S ta te  agency l i k e  th e Dep t, o f Labo r 1$ r e a l l y  necessa ry in  th e  p ro ce ss . 

In most cases has the in a n s t r y  re a c te d  w ith  c e r t i f i c a t i c n s  and to  e s ta b l is h  

and document competence on i t s  own w ith o u t th e  n e c e s s ity  o f Government 

in vo lv em en t, Examples a re c o n s t r u c t io n  s u rv e y o rs , t r a f f i c  c o n t r o l l e r s , 

m a te r ia ls  q u a l i t y  assu rance te c h n ic ia n s , s a fe ty  in s p e c to rs  e t c . In a l l  

the se cases it: works w e ll w ith o u t any c o s t by the ta xp a ye r f o r  fu n d in g 

Governmenta l o p e ra t io n s .

2. He need to  assu re th a t no menodoiy s i t u a t io n  a r is e s  by g iv in g  Ih e D ep t, 
o f Labo r th e  s ta te d  a u t h o r i t y ; t h i s  uinaris th a t th e l i s t e d  q rcuos need 

to  be expanded to  in c lu d e " n o n - p r o f i t u r f o r - p r o f i t  s e rv ic e  o rg a n iz a t io n s , 

c o n t r a c to r a s s o c ia t io n s " .

.1. There needs to  be a t im e -p e r io d  fo r  re f r e s h e r t r a in in g ; a pe rson shou ld 

n o t be re q u ite d  to  g e t such t r a in in g  w ith in  one y e a r o f c e r t i f i c a t i o n  as 

a minimum.
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AGP. fn  ‘.H a te House Labo r and Conrnerce Comm.., 5/"! /OS

t h is  is  u c r i r . i c a l i an i n  th e program .

These are some o f th e conce rns we have w ith  th e co n te n ts o f th e b i l l  as 

s t appears in  th e p re s e n t .

S in ce t h is  le g i s l a t i v e  se ss io n is  com ing to  an end q u ite  f a s t and i t  

dees n o t appear tha t, t h i s  h i ! !  w i l l  g e t passed w ith in  tn e n e x t 2 weeks, 

if . would aopca r rea so nab le to  work on the se d e t a i l s  c u r in g  th e  in te r im .

I f  you need any fu r t h e r e x p la n a t io n  o f th e p o in ts  ra is e d , p le a se g iv e  

me a c a l l .

S in c e re ly ,

E xe c u tiv e  D ir e c to r .
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March 29, ! 995

House Labor and  Cnmmnrc.a Committed 
5iote C apitol 
jimonii, Alnsko 90RO1

Ccmmittoo M ombors:

Hazlck conducts OSHA required H azardous M aterial training in Alaska foi bulli individuals 
nnd co m p an d s  with em ployees working In tho H azardous M ateria! industry. Plaasa consider 
llie lollowing commonli in ralolinn fo vnur 3 :0 0  pm, hearing on  HB 2 43  (Alaska certification of 
workers w ho work with H azardous Material!.

Thoro a re  two a reas  of concern  that continually com e to the suiluce in relation lo OSHA 
certificalion for H azardous M ateria! workars in Alaska. First is Iho lack of training program  
standards a n d  know ledgeable oversight of training providars. This results in the lock o f  
effective, applicability information provided to worr.ers. an d  inconsistant informalion 
com m unicated from onn training scrvico to another. Second Is the risk that an  individual is not 
adequately  trained for tho specific circumstances that that person will be exposed to working 
in Alaska.

To address tho first concern Haztek has chosen to align itself with EPA training standards by 
applying to becom e an  externa! EPA training provider. EPA has very stringent guidelines from 
which nn FPA provrder can  not deviate. fcPA's program  establlslras training guideline; meeting 
tho requirem ents for Site-Workers an d  Emergency Responders in line with sarefy standards 
established by the N ational Fire Protection Association. But providing training to these 
standards Is expensive. If a  porson looking for work can  receive a  "AO-Hour OSHA certification 
card" from an y  person willing to talk about regulations for a  while, then the quality of all 
worker training oomos into quosrion. As the training industry currently stands, individuals do  
not have standards by which lire quality of an  OSHA certification program  can  be evaluated.

The second concom  is apparen t a s  we communicate with employers that trie in llm position of 
employing individuals that has obtained "OSHA certification" tfirough a  training organization 
in inn lower Afl OSHA requires that worker training b« site specific. A worker trained in Texas 
is not adequate ly  trained to work in Alaska. Fvwn tnos* trained in A nchorage w on 't be 
p repared  to work on  the North Slope unloss the training provided i> for the specific a rea  and 
substances in which that person will be working.

In order to ensure appropriate , effective training those individuals working with I lazordous 
M aterials In Alaska, I urpo you to ostoblish HB * 6 3  a s  law.

pm
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H o u s e  L a b o r  a n d  C o m m e r c e  L o m m r t t e e  
( 9 0 / )  4 S S - 2 3 1 9

To the House Labor and Commerce Committee:

Chugach Development Corporation hereby supports HB 263 (*An act relating to certification of workets who hanale hazardous waste; ar»d providing for an effective

Sincerely.

C a v i d  f v ' a i e r oEnvironmental Services Manager

.'UO I*.. ,14lh .'Nvcniie, Sniri>'/ n n t i r . n q  i  a n  ■ n  t
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HB 263 (An act relating to certification of workers who handle Hazardous 
Waste) has been scheduled for a hearing on^Wednesday, March 29th, in 

f  Juneau, at 3 ;00 p.m.. ̂ ——    ^

Please fax a letter o f  support to House Labor and Commerce 
Committee aL 4.65-28i 9 and fax a copy to me at: 274-0570.

Please feel free to caii me at 272-4571.

Thank VOU.

2C* - 
Biake Johnson 
Business Ageo- 

Laborers’ Local 34)

m / z a s& L
■ n .  f M a m a i a a a a J U 'r a ' i a a j p m  ^ e - B t - a w
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h  &  C  S E R V I C E S ,  I n c ,

General Contractors

29 Mar 95

I h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A la s k a  
H ou se  L a b o r  end  Corcmeree C om m it te e
RR ; HR 2 6 3  <An a c t  r e l a t i n g  t o  c e r t i f i c a t i o n  o f  w o r k e r s  who 
h a n d l e  H a z a r d o u s  W a s t e )

D e a r  C om m it t e e  M em b e rs ,
T h i s  l e t t e r  i s  in  s u p p o r t  o f  111) 2 5 3 .  As a  s cm b e r  o f  L a b o r e r s ,  
L o c a l  3 41  s i n c e  1 9 7 0 ,  I h a v e  o b s e r v e d  t h e  e v o l u t i o n  o f  w o r k e r  
t r a i n i n g .  I  c u r r e n t l y  h o l d  S t a t e  o f  A l a s k a ,  A s b e s t o s  
A b a tem en t  C e r t i f i c a t i o n  # 0 0 0 3 ,  t h i s  c e r t i f i c a t i o n  i s  i s s u e d  
u n d e r  0 5 . 0 4 5 .  The  a s b e s t o s  p r o g r a m  h a s  b e e n  a  t o t a l  s u c c e s s  
s i n c e  i t s  i n c e p t i o n .  As a w o r k e r ,  I h a v e  g a in e d  t h o  k n o w le d g e  
o f  how t o  p r o t e c t  a v s e l f ,  m,v f a m i l y  and  t h o s e  a r o u n d  my w o rk  
s p a c e .
1 ha) a l s o ,  t h e  P r e s i d e n t  o f  L  k  C S e r v i c e s  I n c .  w h ic h  i s  
i n v o l v e d  i n  A s b c s t o s /H a z -M a t  w o r k .  F rom  t h i s  p r o s p e c t i v e  I 
c an  o n l y  s u p p o r t  t h e  p o s i t i v e  e f f e c t s  o f  t h e  a s b e s t o s  
p r o g r a m .  The  e m p lo y e e s  a r e  t r a i n e d  w i t h  a g r o a t  
u n d e r s t a n d i n g  o f  t h e  r a m i f i c a t i o n s  o f  a s b e s t o s  w o r k ,  
e f f i c i e n c y  l e v e l s  a r e  h i g h e r ,  q u a l i t y  l e v e l s  a r e  h i g h e r ,  and  
a o s t  i m p o r t a n t l y  t h e  w o rk  p l a c e  i s  s a f e r  f o r  a l l .
i f ,  Htt 2 6 3  i s  s i m i l a r  t o  t h e  a s b e s t o s  p r o g r a m ,  I  s t r o n g l y  
u r g e  t h e  p o s i t i v e  c o n s i d e r a t i o n  by t h e  C o m m i t t e e .

P r e s i d e n t

L A O  Services, hu. 
^D.<0 Carroll Placs
Ain.l'wage, Aaska 99S0Q'36?1

rAV ,007) 333-74-55



V L A S K A  .H E A L T H
in t n rn rn iiu n  a n d  Auv<»uicy o n  O c c u p a tio n a l a n d  P.iiyironmf*.nial H e a lth  •

S ub jec t: H O U SE  BILL i  263 * . ■
• , • » '* , * *

if it p ie a s e  th e  com m ittee . I w ou ld like to  ta k e  a  sm all am o u n t of you r tim e to  c om m en t , . •'...
on  m e  certifica tion  of w o rk e rs  h and lin g  h a z a rd o u s  w aste . „

*•* ' • 4 •. • * • *. * • . ’ • ' * * ■* • • •  »

\  T he  H ealth  P ro je c t p r id e s  itself o n  15 y e a rs  o t se rv ice  to  A la sk an s, in  bo th  th e  form  of •' 
tra in ing w orkers, a n d  th e  p rov is ion  of s e rv ic e s  d ea ling  w ith en v iro nm en ta l h ea ith  
e d u c a tio n  T h e s e  tw o i s s u e s  a r e  synonym ou s. T o  p ro te c t w o rk e rs  you  m u s t ira ih  th em  •. 
in s y s te m s  th a t p ro te c t th e  e n v iro n m en t fo  p ro tec t th e  env ironm en t, a s  in HAZW OPER  .

* s itua tion s, y o u  m u s t tra in  w o rk e rs  to  p ro te c t th em se lv e s . •

T iie  w ily  q u e s t io n  rem a in ing  is th e  qua lity  of th e  tra in ing  th a t  is p ro v id ed  to  th o s e  
w orkers. f ' . ' • . ' • \  /;

H isto ry  te lls  u s  th a t th e  certifica tion  of w prkers in th e  A sb e s to s  A ba te rh en i in du siry  has'/:' -. ;
b e e n  su c c e ss fu l, in a s  m u ch  a s  th e  training h a s  explicit criteria, a n d  e a c h  p rov ider h a s . :  ;
b e e n  requ ired  to  su bm it its  tra in ing  p rog ram  to  review , b y  qua lified  Indu s tria l; . • ;
H yg ien is ts , th ro ug h  th e  D ep a rtm en t of L abor D ivision of L abo r S ta n d a rd s  a n d  Safety.- ’ , • ' • .

• I - ’ - . . -  ' • • ♦ • . • *• • '  * - ■ " ‘. . : . . . . .
• F u rth e r T h e  D ep a rtm en t h a s  a  no tification policy that, a llow s for u n sch edu led , • 
u n a n n o u n c e d  m on ito ring  of th e  c la s s e s ,  a t  th e  d isc re tion  of th e  D e p a r tm e n t

T h e s e  tw o p o in ts  o f policy te n d .to  k e ep  th e  tra in ing p ro v id e rs  a t  ih e ir  b e s t. r .

T h e  A lask a  H ea lth  P ro je c t u s e s  a  40 hr. tra in ing p rog ram  th a t  w a s  d e v e lo p ed  w ith , • • -•
funding from  th e  N a tio n aU n s titu te  of E nv ironm en ta l H ea lth  S c ie n c e s .  T h is  p ro g ram  '
h a s  b e e n  rev iew ed  na tiona lly  a n d  is u s e d  na tiona lly  for th e  tra in ing  of HAZMAT ; ’ .'/ •
w orke rs. O n e  of th e  d isc la im e rs  r e a d s " th e  su b je c t is c o n s tan tly  evo lv ing “ This 
w arn ing  is  to  rem ind  u s  th a t all tra in ing  m a te ria ls  of th is  n a tu re  n e e d  to  b e  U pdated  * „•.  .j
from  tim o to  tim e, a n a  a is o  re i te ra te s  th e  n e e d  of th e  re f re sh e r  o h  a  y ea rly  b a s is . :

W ith f e e  s c h e d u le s  to  o ffse t th e  c o s ts  to  th e  D epartm en t, T n e  rev iew  p ro c e s s  for
train ing p rov iders, a n d  th e  liability of civil pena ltie s, I b e lie v e  th is  bill to  b e  to  th e  ' . < :. . .•*
a d v a n ta g e  of th e  w o rk e rs  of th e  S ta te  of A laska: . .

D anie l M iddaugh  •. 
E xecu tiv e  D irecto r
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LEGISLATIVE A FFA IRS AGENCY 
STA TE O F ALASKA

DIVISION OF LEGAL SERVICES

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

M E M O R A N D U M April 27, 1995

SU B JE C T :

T O :

FR O M :

Hazardous Waste W orkers (CSHB 263(L&C))

Representative Pete Kott 
Attn: George Dozier

Terri Lauterbach 
Legislative Counsel

Enclosed is the draft CS you requested for this bill.

Because AS 18 doesn't have very many chapter numbers left for future use, the revisor o f  
statu tes thinks it is inadvisable to use up one o f  the remaining numbers for a one-section 
subject. In order to  meet your desire to move the hazardous waste worker certification 
section to AS 18, he suggests that this new section be added to AS 18.63, which currently 
relates to hazardous painting certification. He would rename AS 18.63 to accommodate the 
new material and change the "chapter" references in AS 18.63.060, 18.63.070, 18.63.100, 
etc., upon enactment o f  this bill.

The enclosed draft reflects the revisor's codification suggestion and the substantive 
clarifications you requested. Please let me know if  I can be o f  other assistance

TM L:pl:glc 
95-096.pirn

Enclosure



H B  2 6 3  T e s t i m o n y  
H o u s e  L a b o r  a n d  C o m m e r c e  

A p r i l  2 8 .  1 9 9 5

Mr. C h a irm an  and  m em bers of the com m ittee. My nam e is Beverly W ard. I 
rep re se n t ARCO Alaska, Inc. T hank  you for the  opportun ity  to ta lk  to you 
today  a b o u t HB263. We oppose th is bill because  we believe it dup licates 
ex isting  law s and  regulations and  will c reate  m ore bu reaucracy .

Let m e describe the H azardous W aste O perations an d  Em ergency R esponse 
T ra in ing  R equirem ents, known by the  acronym n HAZWOPER.

D e s c r i p t i o n  o f  H a z a r d o u s  W a s te  O p e r a t i o n s  a n d  E m e r g e n c y  R e s p o n s e
T r a i n i n g  R e q u i r e m e n t s
(H A Z W O P E R )

HAZWOPER is the nam e given to a Federal OSHA regulation  (29 CFR 1910.120) 
an d  adop ted  by the  S ta te  of A laska DOSH as S u b ch ap te r 10.0101. The 
regu la tion  w as designed to pro tect em ployees involved in th ree  a sp ec ts  of 
h a z a rd o u s  chem ical exposures: 1) those cleaning up  h azardous w aste  sites, as 
defined in th e  regulation, 2) those  handling  w astes a t  a  specially designated  
T rea tm en t, S torage and  D isposal facility, and  3) those respond ing  to chem ical 
spills. The HB 263 ad d resses  those em ployees involved in cleaning up  
h a z a rd o u s  w aste  sites.

The "general site  workers," em ployees involved in m ost of the opera tions a t  a  
h a z a rd o u s  w aste  c leanup  site, a re  presen tly  required  to have a  40  h o u r tra in ing  
c lass . The co n ten t of the  c lass is specifically described in the regulation. The 
co n te n ts  of th e  c lass m u st include (10.0101(e)(2):

• N am es of personnel and  a lte rna tes  responsib le for site safety  and  
health ,

• Safety and  hea lth  and  o ther h aza rd s p resen t on the site
• Use of personal protective equipm ent
• W ork p ractices by w hich the employee can  m inim ize risk s from 

h aza rd s
• Safe u se  of engineering controls and equ ipm ent on the site
• Medical surveillance requ irem ents, including recongnition of 

sym ptom s and  signs w hich m ight indicate overexposure to haza rd s
• C on ten ts of the  site  safety and  health  plan required by o th er sections 

of the  regulation

T hese w orkers are  also required  to have three days ac tu a l field experience 
u n d e r  th e  d irect supervision  of a  trained , experienced supervisor.

O th er w orkers, who m ay only occasionally be on the site, or who a re  located in 
a re a s  aw ay from the m ain, hazardous work, are required to have 24  h o u rs  of 
tra in in g  sim ilar to the tra in ing  listed above. If they becom e general site  
w orkers, they  have to ob tain  the  extra 16 h ou rs of training.

The w orkers need eight h o u rs  of an n u a l refresher train ing  each year.



The tra in ing  g roup  m u st provide a certificate to the employee acknow ledging 
th a t th e  em ployee com pleted the course.

D i s c u s s i o n  o f  t h e  H B  2 6 3

T his bill is re d u n d a n t, considering hazardous w aste w orkers a lready receive 40 
h o u rs  of initial c lassroom  training, as well a s three days of supervised  on the 
job  train ing . T hey also receive eight h ou rs  of refresher train ing  each  year. The 
regu la tions specifically ad d ress  w hat inform ation will be p resented  to them .
The em ployees a lso  a lready  receive a certificate which OSHA com pliance 
personnel can  review, so issu ing  a  S tate  certificate is superfluous.

The bill will have econom ic im pacts. Each HAZWOPER cleanup  certificate will 
cost a  fee above the  a lready expensive 40 h o u r class. The train ing  providers will 
have to pay for the  course review, and will have to raise  their tra in ing  ra te s  to 
help  defray th e  costs. Tlie AK O ccupational Safety and  Health Division will 
have to ab so rb  a n  extra  bu rden  of work to write the regulations, review the 
cou rse  co n ten ts  and  keep records of certified course providers. This will prove 
difficult, or im possible w ith the p resen t staff. If S tate  gencies are facing budget 
cu ts , th en  ad d in g  red u n d a n t program s to th e ir workload does not m ake good 
econom ic or legislative sense.

We urge you to n o t p ass  th is  legislation.
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I WORK DRAFT WORK DRAFT WORK DRAFT

CS FO R  H OU SE BILL NO. 263(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE LABOR AND COMMERCE COMMITTEE

A B ILL

FO R  AN A CT ENTITLED  

"A n  Act rela ting  to certification of w orkers who w ork a t  hazardous w aste sites; 

an d  providing fo r an  effective date ."

BE IT  EN A C TED  BY T H E  LE G ISLA TU R E OF TH E STA TE O F A LA SK A :

* Section 1. AS 18.63 is amended by adding a new section to read:

ARTICLE 2. HAZARDOUS W ASTE WORKER CERTIFICATION.

Sec. 18.63.110. CERTIFICATION OF HAZARDOUS W ASTE W ORKERS,

(a) The Departm ent of Laoor shall

(1) establish guidelines for employee training certification programs and 

refresher courses, including respiratory and competency tests, to be com pleted 

successfully, to ensure that a person who is employed to work at a hazardous waste 

site, as defined in regulations adopted by the department, is adequately trained to 

handle hazardous wastes in a safe and knowledgeable manner before the person is

allowed to engage in hazardous waste operations that could expose the person to

hazardous substances or other safety or health hazards;

-1- CSHB 263(L&C)
New Text: U n d e r l i n e d  [ DELETED TEXT BRACKETED]
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(2) review certification programs proposed by employers, contractors, 

labor organizations, public and private vocational training programs, and others for 

individuals who will be employed to work at a hazardous waste site;

(3) approve proposed certification programs that meet the department's 

guidelines under this subsection;

(4) assist persons in meeting the certification guidelines if  their 

certification program proposals have been found unacceptable.

(b) Before a person may undertake work at a hazardous waste site, as defined 

in regulations adopted by the department, the person shall

(1) propose to the department a plan for the certifi ation of the person's 

em ployees as adequately trained to handle hazardous waste in a safe and 

knowledgeable way; the plan must include refresher training for previously certified 

em ployees, if considered necessary by the department; if the person is an individual 

em ployer or contractor who will handle the hazardous waste, certification or refresher 

training o f the person must also be included in the plan;

(2) receive approval from the department of that plan; and

(3) certify that each employee of the person who will work at the

hazardous waste site, and, if applicable, the person who is the employer or contractor,

is adequately trained to handle the waste in a safe and knowledgeable way.

(c) A person may not employ or contract with an individual or entity to work

at a hazardous waste site as defined in regulations adopted by the department unless 

the individual and the individual's or entity's employees have been certified or have 

received refresher training, as applicable, in a program approved by the department 

under (b) of this section.

(d) A person who violates (b) or (c) of this section is subject to a civil penalty

not to exceed $1,000, as determined bv the commissioner o f labor.

(e) A person who violates (b) of this section is guilty of a class A

misdemeanor.

(f) A person who violates (c) o f this section is guilty of a class B

misdemeanor.

(g) The department shall adopt regulations to implement this section, including

WORK DRAFT WORK DRAFT WORK DRAFT

CSHB 263(L&C)
New T e x t  U n d e r l i n e d  ( DELETED TEXT BRACKETED]



regulations that set a fee schedule for

(1) review, approval, and certification o f training certification programs 

and plans under this section; and

(2) certification of a person employed to work at a hazardous work site,

(h) In this section, "department" means the Departm ent o f Labor.

* Sec. 2. AS 18.63.110(b) - (f), enacted by sec. 1 of this Act, take effect January 1, 1996.

* Sec. 3. Except as provided in sec. 2 o f this Act, this A ct takes effect immediately under 

AS 01.10.070(c).

WORK DRAFT WORK DRAFT WORK DRAFT
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FISCAL NOTE
STATE OF ALASKA
1995 LEGISLATIVE SESSION

B IL L NO. HB263

Revision Date: 
Title: "An Act relating to certification of workers who

Department Affected: Environmental
Conservation

handle hazardous w astes.. .
Sponsor: House Labor and Commerce Committee 

House Labor and Commerce Committee

BRU:
Component: Contaminated Sites

Spill Prevention and Response

COMPONENT SERIAL NO. 1431
Expenditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY01
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND&STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS,CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0 .0 0 .0 0 .0 0 .0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES! ) 0.0 0.0 0.0 0.0 0.0 0.0

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

0.0 ■ ■ 0.0 ■ OD 0.0 0.0 0.0o:o 0.0 0.0 "'O.O 0.0 ' 070
0.0 O.o 0.0 0.0 o.O 0.0To O.o 0.0 0.0 'o:o “ 0TJ- -  TTT O.o . .. . ,f 0.0 o:o O.'O.. . .TDy ' - ' ■■ , r o ......... |« 0.0 0.0 O.o

TOTAL “ 0TJ 0.0 0.0 0.0 0.0 0.0
Estimate c f  any curren t year (FY95) cost: 

POSITIONS

0.0

FULL-TIME .................."TJ 0 "7J 0 ■ (J 0
PART-TIME V 0 H ............. .. 0 M —0 0
TEMPORARY 0 0 0 0 0 U

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: Larry Jones Z & ,    -
Division: Director. Division of Administrative HerviceT

Phone: 
Date

465-5010
- J J W W

2an/4pproved by Commissioner:
V  / Agency: Department of Environmental Conservation

i _
Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES T O  GOVERNOR'S LEGISLATIVE O FFIC E 
For further distribution information, call the Governor’s Legislative Office 

(REV 1/95) |  /udn/fn9iMi\iform «!• Page o f 1



FISCAL NOTE

STATE OF ALASKA
1995 LEGISLATIVE SESSION

B ILL NO. HB263

Revision Date: 
Title:

Sponsor: 
Requestor:

"An Act relating to certification of workers who
Department Affected: Environmental

Conservation
handle hazardous w astes.. .  "
House Labor and Commerce Committee 
House Labor and Commerce Committee

BRU:
Component: Solid & Hazardous Waste Mgt.

Environmental Quality

Expenditures/Revenues:
COMPONENT SERIAL NO.

(Thousands of Dollars)
1427

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY01
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND&STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS,CLAIMS 0.0 0.0 0.0 0.0 0.0 00
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0| 0.0| 0.0| 0.0| 0.0| 0.0

[CHANGE IN REVENUES ( ) 0.0| 0.0| 0.0 0.0 o o o o

FUND SOURCE
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipt 0.0 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any curren t year (FY95) cost: S 0.0

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

ANALYSIS: (Attach a separate page if necessary.)

fcrvices
Prepared by: Larry Jones - --

Division: DirectorrPmsion of Administrative

L r J Approved by Commissioner: ^  ^  ~ -
( J  J  Agency: Department of Environmental Conservation

Phone 
Date:

465-5010
3/28/95

Date: . j - 7 S 1

(REV 1/95)

PREPARER T O  PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE 
For further distribution information, call the Governor’s Legislative Office
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FISCAL NOTE

Revision Date:_______________________________________________  Department Affected: Environmental
Title: "An Act relating to certification of workers who_______  Conservation

STATE OF ALASKA B ILL NO. HB263

1995 LEGISLATIVE SESSION

handle hazardous w is te s .. ." _________________________  BRU: Spill Prevention and Response
Sponsor: House L aborand  Commerce Committee Component: Government Preparedness and
Requestor: House Labor and Commerce Committee Response___________________

COMPONENT SERIAL NO. 1923
F.xpcnditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY01
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND&STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS.CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 . ... MS 0.0

ICHANGE IN REVENUES ( ) | 0 .0 |  0 . 0 1 0 .0 1 0 .0 |  0 .0 1 0 ,0 |

FUND SOURCE
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipt 0.0 0.0 0.0 0.0 0.0 0.0
I006GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any curren t year (FY95) cost: S 0.0

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

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: Larry Jones^_^r /U L ^ c ^ . Phone : 465-5010
Division: Director. Division of Administrative Services /  D ate: 3/28/95

Approved by Commissioner: o ^  /  y __________________ /  / ______
Agency: Department o f Environmental Conservation ( r /  Date: s —'

PREPARER TO  PROVIDE ALL DISTRIBUTION COPIES T O  GOVERNOR S LEGISLATIVE O FFIC E ^
For further distribution information, call the Governor’s Legislative Office

(REV 1/95) g /udif/fn95vklnk/brm xli Page 1 Of I



FISCAL NOTE

Revision Date: __________ 4/6/95_____________________________ Department Alfected: Labor_______________
Title: Certification o f Hazardous Waste__________  BRU: Labor Standards & Safety__________
_________________ W orkers____________________________________ Component: Occupational Safety &
Sponsor: House Labor and Commerce_______________  Health________________
Requestor: House Labor and Commerce_______________ COMPONENT SERIAL NO. 970

STATE OF ALASKA B ILL NO. HB 263_____________
1995 LEG ISLAT IVE SESSION

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

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

39.1 98.1 102.9 107.8 113.1 118.6
0.0 6.9 7.3 7.7 8.1 8.5

12.4 21.4 19.1 20.0 22.6 24.2
0.2 0.6 0.6 0.7 0.7 0.8

30.7 30.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 82.4 157.0 129.9 136.2 144.5 152.1

CAPITAL

CHANGE IN REVENUE 
FUND SOURCE 1005 0.0 87.3 131.9 138.4 173.3 202.6

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 82.4 69.7 0.0 0.0 0.0 0.0
1005 GF/Program Receipt 0.0 87.3 129.9 136.2 144.5 152.1
1006 GF/MHTIA
1007 I/A ReceiDts
TOTAL 82.4 157.0 129.9 136.2 144.5 152.1

POSITIONS:
FULL-TIME 2.0 2.0 I 2.0 2.0 2.0 2.0
PART-TIME I
TEMPORARY i

Estimate of current year (FY95) impact: S None
ANALYSIS: (Attach a separate page if necessary)
This reviseo fiscal note assumes that program start up will begin 12/1/95 and continue through 6/31/96. with the first 
worker certifications issued 9/1/96. Because the revenue stream is extremely uncertain, it will be necessary to 
provide GF funds both in FY96 and FY97.

The analysis is based on statistics related to graduates of Hazardous Waste Operations and Emergency 
Response (HAZWOPER)' training which currently is not exemct ‘ rom oversight by the Alaska Postseccndar/_______
Prepared oy: 
Division:

John A. Abshire. D irector /
Labor Standards and Sa fe ty -■

C s  7 P ^
Tom Cashen. Comm issionerApprovea by Commissioner: ______

Agency: Department of Labor

P h o n e : 
Date :

Date:

269-4914
4/6/95

4/6/95

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call 'he Governors Legislative Office

Rev 10,94 1 zf 2



Education Commission (the Commission) under 20 AAC 17.015. The primary HAZWOPER courses not regulated 
by Ihe Commission are those provided by an employer to an employee, or those whicn are less than 40 hours and 
less than S250 tuition. This fiscal note is understated by the cost to certify those individuals whose training is 
provided by an exempt organization. Inflation is assumed at 4 .83%  per year. Revenue stream begins in FY97..

In order to provide review, approval and certification of training programs, and certification of individuals taking the 
training, increased resources will be required. Based on our experience with the asbestos abatement certification 
program, we have estimated that a minimum of two additional staff will be needed, as well as additional equipment and 
support costs. Start up and on-going administration of this program will require significant professional time, as well 
as support staff time. In addition to developing and promulgating new regulations, training program standards will 
have to be written and distributed to would-be training establishments. Training programs would need to be 
reviewed (estimated 2-weeks per program), and audited on-site. Procedures for certification of workers would have 
to be developed, and for updating certificates with annual refresher course information. Processing of several 
thousand workers' certificates per year, cash flow controls, and data base controls all would have to be accommodated.

It is cntical to note that costs in the first year and part of the second year cannot be funded by program receipts. If 
certification activity is as extensive as we have estimated, program receipts will be sufficient to fund the program 
from the third year forward, and any year in which excess program receipts are received additional revenue will 
be deposited to the general fund.

Analysis:

Please see attachment for analysis of numbers of program graduates and revenue stream.

FUNDING REQUIREMENTS
Line 100 - Personal Services FY96 Est FY97 Est FY98 Est
PFT Industrial Hygienist (19A), Anchorage. 7 mo FY96,12 mo FY97 36.3 63.9 67.0
PPT Administrative Clerk II (08A), Anchorage. 1 mo FY 96 ,12 mo FY97 2.8 34.2 35.9

TOTAL Line 100 39,1 98.1 102.9

Line 2 00 -Travel
Industrial Hygienist Field Travel for Program Audits
6 trips @ S600 ave/trip (Prudoe, Kenai Peninsula, Valdez. Fairbanks. 0.0 3.8 4.0

Juneau and Western Alaska)
4 tnps x 6 days Per Diem x S 106/day 0.0 2.6 2.7
2 Trips x 2 days Per Diem x S 106/day 0.5 0.6

TOTAL Line 200 0.0 6.9 7.3

Line 300 • Contractual Services
Professional Svcs-DP Programming (Initial. Photo ID Install. Maintenance) 6.0 6.0 2.0
Increased legal svcs • regulations promulgation (FV96-FY97 one-time) 1.5 1.5 0.0
Increased photo ID costs © S5.00/cardx 1010 (FY97); 1629 (FY93) 0.0 5.1 8.2
Space 200 sq ft at S1.50/sq ft (100 sq ft FY96) 1.8 3.6 3.6
Long Distance, including additional incoming toll free calls 0.5 1.2 1.2
Telephone Base Costs 0.6 0.6 0.6
Telephone Installations 0.6 0.0 0.0
Printing - Forms. Notices. Letterhead. Program Brochures 0.2 0.9 0.9
DP Operations Overhead 1.2 2.5 2.6

TOTAL Line 300 12.4 21.4 19.1

Line 400 • Commodities
Office and DP Supplies 0.2 0.6 0.6

Line 500 - Equipment
Photo-ID station, camera, larga Doard and software (1 FY 96 .1 FY97)' 25.0 25.0 0.0
2 Work Stations (1 FY96, 1 FY97) 2.0 2.0 0.0
2 PCs and Software (1 FY96, 1 FV97) 2.5 2.5 0.0
2 Ergonomic Desk Chairs (1 FY96. 1 FY97) 0.5 0.5 0.0
1 bookcase 0.3 0.0 0.0
1 5-drawer file cabinet 0.4 0.0 0.0

TOTAL Line 500 30.7 30.0 0.0
• 1 Additional m Ancnorage FY96. 1 additional in Fairbanks or Junoau in =Y97

TOTAL Fiscal Impact 82.4 157.0 129.9

2



ATTACHMENT to HB263 Fiscal Note (Rev. 4/6/95) HAZWOPER TRAINEE DATA UPDATED (or 8 RESPONSES

1-year. 2-year, or 3-yoar Certificate Renewal Options’

Current data on HAZWOPER Trainees Certification/Revenue Analysis Based on 1. 2. or 3-Year Renewal
40-hour Course Relrosher Total FY96 FY97 FY98 FY99 FYOO FY01

Company Grads/Year Grads/Year Grads/Year Impact Impact Impact Impact Impact Impact
1 125 55 180 0 54 100 88 75 63
2 85 330 415 0 125 68 60 51 43
3 220 150 370 0 111 176 154 132 110
4 30 200 230 0 69 24 21 18 15
5 350 338 688 0 206 280 245 210 175
6 125 150 275 0 83 100 88 75 63
7 160 130 290 0 B7 128 112 96 80
8 210 510 720 0 216 168 147 126 105

■si 9 50 50 f 00 0 30 40 35 30 25
:st 10 SO SO 100 0 30 40 35 30 25

Total 1,405 1,963 3,368 0 1,010 1,124 984 843 703
Avo/Company 141 196 337 0 101 112 98 84 70
Est Total/Year 1.405 1,963 3,368 0 1.010 1.124 984 843 703

30*/. 1-yr 0 S40 303 489 442 385 326
30% 2-yr 0 S75 303 489 745 874 1,071
40% 3-yr <9 S100 404 652 589 918 1.087

1,010 1,629 1,775 2,178 2,484

Revenue $40 0 12,125 19,550 17,667 15,416 13,055
Revenue $75 0 22,734 36,657 55,860 65,562 80,338
Revenue $100 0 40,416 65,168 58,890 91,803 108,684

Program Review S2.000 0 12.000 10.500 6.000 500 500
0 87,275 131,875 138,417 173,282 202,577

* Under tnis scenario, the department would provide for individuals to choose ther certificate renewal penod. at least for Ihe first tew years of the program. This 
would allow Ihe department to distnbule some of the renewal workload. rather than to peak every two or three years. The percentage ol persons opting lor one 
renewal period or another has been chosen aroitranly due to lack of hard data.

Assumptions:
1. The two providers wno haven t responded are at tho lowest end ol the production scale.
2. Percentage ot cuirent graduates obtaining certification: FY97. 50%. FY98. 80%: FY99 70%; P/00. 60%; FY01, 50%
3. 01 those obtaining licenses (certificates! the lirst year. 30% will opt lor 1-year renewal. 30% will opt for 2-year renewal, and 40% will

choose a 3-year renewal.
4 In the second year. 30% ol the persons wno renew their 1 -yr renewal wilt renew for 1 -yr, 30% will renew lor 2-yrs. 40% will renew for 3-years.

Now certificate nciders will choose renewal terms as outlined in assumption #3.

t a.t!3 excel iss.osn s6Duooerra:oai3.«is J.6 SS.3 St AM



P O S IT IO N  I I C H M A T IC M  HAS 3c..r.N LPDATz.1 AMD FUNDING rtAS 3EEH  JP  
0 4 / 0 3 , 9 5  P o s  i  -  i o n  Z n f  o r z a c i o r .  Z a q u  i  r y  / U p d a  c e 09

P o s i t i o n :  0 7 - 0 7 * 0 2 4  P r o j e c t
C o m p o n e n t :  0 7 - 0 6 - 0 7 - 2 0 - 1 5 - 0 0  R e g i o n :
S c e n a r i o :  4 F Y : 9 6

A c t u a l s  n o t  a v a i l a b l e
COLA %= 0 . 0 0 0  

( S t a t u s :  UNKNOWN ) |

S a l a r y  C o s t s :  
B e n e f i t s  C o s t s :  
T o t a l  C o s t s :
R e t i r e m e n t  C o d e :

2 6 , 2 3 5 . 0 0
1 0 . 0 6 1 . 1 4
3 6 . 2 9 7 . 1 4

0 0 / 0 0 / 0 0
0

S t e p :  A f o r  _ 7  . 0  m o n t h s  Sc S t e p :  B f o r  _ 0  . 0  m o n t h s  ( t o t a l :  7 . 0 0  )
M e r i t  D a t e ;  u s e  m e r i t  d e f a u l t s ?  N ( 0 . 0  @ & 0 . 0 <5 )
C l a s s / S c h e d  P r e f i x :  2 S c h e d u l e :  2A  ( a c t u a l :  )
B a r g a i n i n g  U n i t :  GG R a n g e :  1 9  ( a c t u a l :  )
L o c a t i o n  C o d e :  E 3A  P l a c e :  ANCHORAGE
J o b  C l a s s  C o d e :  P 2 4 2 5  T i t l e :  IN D U S T R IA L  H Y G IE N IS T _______________
S e a s o n a l  I n d i e . :  F T y p e :

O p t i o n a l  O v e r r i d e  S a l a r y  R a t e s :
M o n t h l y  R a t e :  0 . 0 0 ______  f o r  _ 0  . 0 m o n t h s  Sc r a t e  o f  0 . 0 0  
H o u r l y  R a t e :  0 . 0 0 ______  f o r  _ 0  . 0  m o n t h s  F r o z e n  a t  t h i s  r a c e ?  ( Y / N )  : N

f o r  _ 0 . 0  m o n t h s

P r e s s  ENTER t o  u p d a t e  r e c o r d ;  e n t e r  # o r  u s e  PF  k e y  t o  g o  t o  a n o t h e r  s c r e e n :
1= P r e m iu m  p a y  i n f o  
7 =M ISC  NEW POS DATA

2 = F u n d i n g  i n f o  
3 = D e c a i l  R e p o r t

4 = C o d e  T r a n s l a t i o n s  
1 2 = E x i t  w / o  u p d a t e

6 C a l c u l a t i o n s  
S e l e c t i o n :  0 _

PR ESS  ENTER TO CO N T IN UE  0 4 / 0 6 / 9 5  P e r s o n a l  S e r v i c e s  C o s t  C a l c u l a t i o n s  D e t a i l
P o s i t i o n :  0 7 - 0 7 # 0 2 4 P r o j  e c t :
C o m p o n e n t :  0 7 - 0 6 - 0 7 - 2 0 - 1 6 - 0 0 R e g i o n :
S c e n a r i o :  4 F Y :  9 6 COLA %: 0 . 0 0 0

S c h e d u l e : 2A R a n g e :  1 9  S t e p :  A & E x t r a  S t e p :
M o n t h l y  B a s e R a t e :  3 7 4 8 . 0 0 Sc E x t r a . R a c e :
B a s e  H o u r l y  R a t e  (5 1 5 2 . 5 0  H o u r s  P e r j 2
S a l a r y :  f o r 7 . 0 m o n t h s  -*■COLA & f o r  0 . 0

A n n u a l  ? a y = 2 6 , 2 3 6 . 0 0 0 .00 0
P r e m iu m  P a y = 0 . 0 0 0 . 0 0
T o t a l s = 2 6 , 2 3 6 . 0 0 0 . 0 0 0

B e n e f i t s : E s t .  c o s t  + COLA S e a s .  I n d . s
SB S  = 1 , 6 0 8  . 2 6 0 . 0 0 SBS  r a c e s  0 .  ■
M e d i c a r e = 2 6 2  . 3 6 0 . 0 0  ^ Med r a c e s  o .<
R e t i r e m e n t s 3 , 6 9 4  . C2 0 . 0 0 R e t i r e m e n t  r ,
V a r i a b l e s 1 , 4 5 3 . 9 5 0 . 0 0 V a r i a b l e  her.'
S h o r t - t e r m s 0 . 0 0 0 . 0 0 N o n p e rm  b e n e
F i x e d  B e n .= 3 , 0 3 2 . 5 4 N /A 7 . 0  m o n th s

S a l a r y  C o s t s :  
B e n e f i t s  C o s t s  
C . O . L . A .  C o s t s  
T o t a l  C o s t s :

0 9 : 5 6 :  03
2 6 , 2 3 6 . 0 0
1 0 . 0 6 1 . 1 4  

0 . 0 0
3 6 . 2 9 7 . 1 4

0 . 00 ( FROM SALARY SCHEDULE ) 
( FROM SALARY SCHEDULE )

0 . 00

0 . 0 0

0 . 0 0

T o t a l
2 6 . 2 3 6 . 0 0  

0 . 00
2 6 . 2 3 6 . 0 0

B a r g .  U n i t =  GG R e t .  C c d e =  A

4 3 3  . 2 2 0

0 . 1 4 0 8 0  
0 . 0 5 5 8 0 0  
0 . 0 0 0 0 0 0  
Sc 0  . 0  @

s a l a r y  
s a l a r y  
s a l a r y  

0 . 0 0 0



P o s i t i o n :  0 7 - 0 7  =? 0 2 5 P r o j e c t :  0 _______ S a l a r y  C o s t s :  1 . 8 3 2 . 0 0
C o m p o n e n t  : 0 7 - 0  6 -O'7 -  2 0 - 1 5 - 0 0  R e g i o n :  _  B e n e f i t s  C o s t s :  9 2 4 . 2 7
S c e n a r i o :  4 F Y :  9 6  COLA %= 0 . 0 0 0  T o t a l  C o s t s :  2 , 7 5 7  ^ 7

0 4 , 0 6 / 9 5  P o s i t i o n  I n f o r m a t i o n  I n q u i r y / U p d a t e  0 9 : 5 6 : 4 0

A c t u a l s  n o t  a v a i l a b l e  ( S t a t u s :  UNKNOWN ) | R e t i r e m e n t  C o d e :  A
S t e p :  A f o r  _ 1 . 0  m o n t h s  & S t e p :  3  f o r  _ 0 . 0  m o n t h s  ( t o t a l :  1 . 0 0  )

0 0 / 0 0 / 0 0  M e r i t  D a t e ;  u s e  m e r i t  d e f a u l t s ?  N ( 0 . 0  @ & 0 . 0  9  )
0 C l a s s / S c h e d  P r e f i x :  2 S c h e d u l e :  2A  ( a c t u a l :  )

B a r g a i n i n g  U n i t :  GG R a n g e :  0 8  ( a c t u a l :  )
L o c a t i o n  C o d e :  E 3A  P l a c e :  ANCHORAGE
J o b  C l a s s  C o d e :  P 1 1 3 4  T i t l e :  A D M IN IS T R A T IV E  CLERK  I I __________
S e a s o n a l  I n d i e . : F  T y p e :

O p t i o n a l  O v e r r i d e  S a l a r y  R a t e s :
M o n t h l y  R a t e :  0 . 0 0 ______  f o r  _ 0  . 0 m o n t h s  & r a c e  o f  0 . 0 0 ______ f o r  _ 0  . 0 m o n t h s
H o u r l y  R a c e :  0 . 0 0 ______  f o r  _ 0  . 0 m o n th s  F r o z e n  a t  t h i s  r a t e ?  ( Y / N )  : N
P r e s s  ENTER t o  u p d a t e  r e c o r d ;  e n t e r  # o r  u s e  PF  k e y  t o  g o  t o  a n o t h e r  s c r e e n :
l = P r e m i u m  p a y  i n f o  2 = F u n d i n g  i n f o  4 = C o d e  T r a n s l a t i o n s  6 = C a l c u l a c i o n s
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FISCAL NOTE

Revision Date: _________________
Title:

STATE OF A LA S K A
1995 LEG IS LAT IVE SESSION

W orkers

B ILL NO . HB 263

Labor
Certification o f Hazardous W aste

Sponsor: H ouse Labor and Commerce
Requestor: H ouse Labor and Commerce

Department Affected:
BRU: Labor S tandards & Safety
Component: Occupational Sa fe ty  & 

Health
COMPONENT SERIAL NO. JLLQ

OPERATING FY 96 FY 97 FY 98 FY 99 FY 00 FY 01
PERSONAL SERV ICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

79 .7 98.1 102.9 107.8 113.1 118.6
6.5 6 .9 7.3 7.7 8.1 8.5

19.2 36 .6 19.2 19.6 30 .2 25.0
0 .5 0 .6 0.6 0.7 0 .7 0 .8

34 .7 50.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 140.6 192 .2 130.0 135.8 152.1 152 .9

CAPITAL

CHANGE IN REVENUE 
FUND SOURCE 1005 224 .2 155.6 158.8 321 .7 273 .4

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 140.6 0 .0 0.0 0.0 0.0 0 .0
1005 GF/Program Receipt 0.0 192 .2 130.0 135.8 152.1 152 .9
1006 GF/MHTIA
1007 I/A Receipts
TOTAL 140.6 192 .2 130.0 135.8 152.1 152 .9

POSITIONS:
FULL-TIME 2.0 2.0 2.0 2.0 2.0 2 .0
PART-TIME
TEMPORARY

Estimate ol current year (FY95) impact: S None
ANALYSIS: (Attach a separate page il necessary)
This analysis is based on statistics related to graduates of Hazardous Waste Operations and Emergency 
Response (HAZWOPER) training which currently is not exempt Irom oversight by the Alaska Postsecondary 
Education Commission (the Commission) under 20  AAC 17.015. The primary HAZWOPER courses not regulated 
by the Commission are those provided by an employer to an employee, or those which are less than 40  hours and
less than S250 tuition. Th) 
provided by an exempt

erstated by the cost to certify those individuals whose training is 
assumed at 4 ,83%  per year. Revenue stream begins in FY97.

Prepared by:
Division: Labor Standards and Safety

I Z T 7 }
Approved by Commissioner:
Agency: Department o f Labor

Tom  Cashen . C om m iss ioner

P h o n e : 
D a te :

Date:

269-4914
3/28/95

3/28/95

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

Rev 10'94 Page 1 of 2



In order to provide review, approval and certification of training programs, and certification of individuals taking the 
training, increased resources will be required. Based on our experience with the asbestos abatement certilication 
program, we have estimated that a minimum of two additional staff will be needed, as well as additional equipment and 
support costs. Start up and on-going administration of this program will require significant professional time, as well 
as support staff time. In addition to developing and promulgating new regulations, training program standards will 
have to be written and distributed to would-be training establishments. Training programs would need to be 
reviewed (estimated 2-weeks per program), and audited on-site. Procedures for certification of workers would have 
to be developed, and for updating certificates with annual refresher course information. Processing of several 
thousand workers' certificates per year, cash flow controls, and data base controls all would have to be accommodated,

It is critical to note that first year start up costs cannot be funded by program receipts. If certification activity is as 
extensive as we have estimated, program receipts will be sufficient to fund the program from the second year 
forward.

P lease see attachment (or analysis of numbers of program graduates and revenue stream.

Analysis:

FUNDING REQUIREMENTS

Line 100 - Personal Services FY98 Est FY97 Est FY98 Est
PFT Industrial Hygienist (19A), Anchorage, 10 mo FY 96 ,12 mo FY97 51.9 63.9 67.0
PPT Administrative Clerk II (08A), Anchorage, 10 mo FY96 .12 mo FY97 27.8 34.2 35.9

TOTAL Line 100 79.7 98.1 102.9

Line 2 00 -Travel
Industrial Hygtenist Field Travel for Program Audits
6 trips @ $600 ave/trip (Prudoe, Kenai Peninsula, Valdez. Fairbanks, 3.6 3.8 4.0

Juneau and Western Alaska)
4 trips x 6 days Per Diem x S106/day 2.5 2.6 2.7
2 Trips x 2 days Per Diem x S106/day 0.4 0.5 0.6

TOTAL Line 200 6.5 6.9 7.3

Line 300 • Contractual Services
Professional Svcs-DP Programming (Initial, Photo ID Install, Maintenance) 7.0 12.0 2.0
Increased legal sves - regulations promulgation (FY96 one-time) 3.0 0.0 0.0
Increased photo ID costs @ S5.00 / card x 2798 (FY97); 1251 (FY98) 0.0 14.0 6.3
Space 200 sq ft at S1.50/sq ft 3.6 3.6 3.6
Long Distance, including additional incoming toll free calls 2.4 3.6 3.8
Printing - Forms, Notices, Letterhead, Program Brochures 0.8 0.9 0.9
DP Operations Overhead 24 2.5 2.6

TOTAL Line 300 19.2 36.6 19.2

Line 400 - Commodities
Office and DP Supplies 0.5 0.6 0.6

Line 500 - Equipment (FY96 one lime)
Photo-ID station, camera, targa board and software (1 FY96, 2 FY97)* 25.0 50.0
2 Work Stations 4.0
2 PCs and Software 4.0
2 Ergonomic Desk Chairs 1.0
1 bookcase 0.3
1 5-drawer file cabinet 0.4

TOTAL Line 500 34.7 50.0 0.0
* 1 Additional in Anchorage FY96,1 each In Fairbanks/Juneau FY97

TOTAL Fiscal Impact 140.6 192.2 130.0

l.\dala\oxceI\lss\osh\fy96\hb263ln.xls Page 2 of 2



HAZWOPER TRAINEE DATA UPDATED (or 8 RESPONSES

1-year, 2-yoar, or 3-yoar Certificate Renewal Options*

Current data on HAZWOPER Trainees Certification/Revenue Analysis Based on 1, 2, or 3-Yoar Renewal
40-hour Course Refresher Total FY96 FY97 FY98 FY99 FYOO FY01

Company Grads/Year Grads/Year Grads/Year Impact Impact Impact Impact Impact Impact
1 125 55 180 0 144 100 100 100 100
2 85 330 415 0 332 68 68 68 68
3 220 150 370 0 296 176 176 176 176
4 30 200 230 0 184 24 24 24 24
5 350 338 688 0 550 280 280 280 280
6 125 150 275 0 220 100 100 100 100
7 160 130 290 0 232 128 128 128 128
8 210 510 720 0 576 168 168 168 168

:s( 9 50 50 100 0 BO 40 40 40 40
isl 10 50 SO 100 0 BO 40 40 40 40

Total 1,405 1,963 3,368 0 2,694 1,124 1,124 1,124 1,124
Ave/Company 141 196 337 0 269 112 112 112 112
Est Total/Year 1,405 1.963 3,368 0 2,694 1,124 1,124 1,124 1,124

30% 1-yr © S40 808 580 511 491 484
10% 2-yr 0 $75 269 355 556 621 815
60% 3-yr © S100 1,617 998 906 2,495 1,868

2,694 1,932 1,973 3,607 3,168

Revenue $40 0 32,333 23,188 20,444 19,621 19,374
Revenue $75 0 20,208 26,617 41,681 46,547 61,148
Revenue $100 0 161,664 99,773 90,628 249,548 186,834

Program Review $2,000 0 10,000 6.000 6,000 6,000 6,000
0 224,205 155,578 158,753 321,717 273,357

' Unaer this scenario, the department would provide lor individuals to choose their certificate renewal penod, at least for Ihe first low years of the program. This 
would allow the department to distnbute some of the renewal workload, rather than to peak every two or three years. The percentage of persons opting for one 
renewal penod or another has been chosen arbitrarily due to lack ol hard data.

Assumptions:
1. The two providers who haven't responded are at the lowest end of the production scale.
2. 80% ol current graduates will become licensed
3. Of those obtaining licenses (certificates) the first year, 30% will opt lor 1-year renewal. 10% will opt lor 2-year renewal, and 60% will

choose a 3-year renewal.
<i In Ihe second year. 30% ol tho persons who renew their 1-yr renewal will renew tor 1-yr, 30% will renew for 2-yrs, 40% will renew (or 3-years.

New certificate holders will choose renewal terms as outlined in assumption if3

f \dataV!KccN53\osh\PCI)udgeMiarclat2,!it»



F IS C A L  N O T E

Expenditures/Revenues

TOTAL OPERATING

ANALYSIS: (Attach a separate page if necessary)
This bill estab lishes an  em ployee training certification program , within the  D epartm ent of Labor, to  

ensure th a t a person em ployed to  w ork on a hazardous w aste  site is adequately  trained to  handle hazardous 
w aste  in a sa fe  m anner before engaging in hazardous w aste  operations. The bill also provides civil and criminal 
penalties for persons w ho en g ag e  in hazardous w aste  operations w ithou t the  required training, and  it provides 
similar penalties for p e rso n s w h o  employ or con trac t for individuals or entities to  engage in h azard o u s w aste  
operations w ho  do no t have th e  required training. The D epartm ent of Law, w hich w ould provide legal 
enforcem ent, does not an ticipate  th a t there will be a suffiecent num ber of violations to  w arran t fiscal note 
costs.

  —   -----
Prepared by: Richard I. Pegues, Direfnor _________ _________________________  Phone: 4 6 5 - 3 6 7 2
Division: Administrative ServiceflDiv^stfn i 2? 7 2 - v T ^ /  Date: 3 /3 0 /9 5

 f c . ' L t  g* . —  ------------------
Approved by Com missioner:________________Bruce M. BotelhopAttorney General Date: 3 /3 0 /9 5
Agency:___________ _________________________ Department of Law______________________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution informntion, coll tho Governor's Legislotive Office

OPERATING EXPENDITURES 
PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND & STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS____________

1002  Federal Receipts
1 003  GF Match
100 4  GF
1005  GF/Program Receipts
1006  GF/MHTIA
Other_______________________
TOTAL

FULL-TIME
PART-TIME
TEMPORARY

FY 96

STATE OF ALASKA BILL NO. HB 263
1995 LEGISLATIVE SESSION
Revision Date: __________________________________________________
Title: "An Act relating to certification of workers who
handle hazardous w aste .. . ’ ___________________________________
Sponsor:
Requester:

House Labor and Commerce Committee 
Representative Kott_____________________

Dept. A ffected: 
!BRU: _
_ Component: __

Department o f Law
Legal Services
Operations

COMPONENT SERIAL NO. 0 0 9 3

I CAPITAL EXPENDITURES 

ICHANGE IN REVENUES ( )

FUND SOURCE ________

Estimate o f any current year (F Y 95 ) cost: $ 
POSITIONS

(Thousands of Dollars)

(Rev 10/94) 95fisno.xls/DBR Page 1 of 1



COMMITTEE:
M  '

__________________ y , '  >

DATE:
Official Buaineaa

P L E A S E  P R I N T !  

N A M E

S I G N -

Subject of meeting:
o 2 ^ 3

le c h h y  C ~ e s " h '$

 u M ------------------------------------

A D D R E S S  (MAILING) & (ZIP) P H O N E  R E P R E S E N T I N G
DO YOU WANT 
TO T E S T IF Y ?

‘f& i f e '& L ' f  w f r e j ) 13 c/ /V . t f c Q N K  t- / ̂  -4UN£ , f l £ d o y t s

f o  i _}$'> °7  / o j y o  - > U J 5 * s / e t f S
y < s

f



1 5 :0 3 :2 8  PARTICIPANT LIST (ALL PARTICIPANTS)

TCN:50691 SCHEDULED FOR:0 5 /0 1 /9 5  15 :00  TO 17:00 

PUBLIC HEARING HOUSE LABOR & COMMERCE

LOCATION
ggggggf? BLAKE JOHNSON

0 5 / 01 / 95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM

TESTIFY

LTN1150

BY:ANC

FOR:ANC



Official Buaineu

P L E A S E  P R I N T !  

N A M E

COMMITTEE:

m iia Z -

D A r t r  V i i ,

S I G N -IIN
A D D R E S S  (MAILING) & (ZIP) P H O N E R E P R E S E N T I N G

DO  YOU WANT 
TO TEST IFY  ?





SEP-26-95 TUE 16:57 FBPS

' ' M E M O R A N D U M
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W i l l i a m  L .  H e n s l e y ,  
C o m m is s i o n e r
D e p t ,  o f  Commerce & E c on om ic -  

D e v e lo p m e n t

>ing

FAX NO. 2697898 P. 02/08

ca te : 

RLE NO: 

TELNCl 

subject:

D a v i d  G. S t e b i n g -  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
C o m m e rc ia l  S e c t i o n  - -  A n c h o ra g e

S t a t e  o f  A l a s k a
Department of Law 

A p r i l  2 1 ,  1 9 9 5
6 5 1 - 9 5 - 0 6 5 4
2 6 9 - 5 2 0 0
O p in i o n ,  o n  L e g a l i t y  o f  
P r e f e r r e d  P r o v i d e r  
o r g a n i s a t i o n s  i n  A l a s k a

I . INTRODUCTION
T h i s  i s  i n  r e s p o n s e  t o  y o u r  memorandum  d a t e d  A p r i l  1 3 ,  

1 9 9 5 ,  b y  w h ic h  y o u  r e q u e s t e d  an  o p i n i o n  o n  t h e  f o l l o w i n g  q u e s t i o n :  
" A r e  P r e f e r r e d  P r o v i d e r  O r g a n i z a t i o n s  (P PO s )  l e g a l  i n  A l a s k a ? "  O u r  
c o n c l u s i o n  i s  t h a t  t h e y  a r e  l a w f u l ,  a l t h o u g h  t h e r e  i s  n o  e n a b l i n g  
l e g i s l a t i o n  f o r  PPOs i n  A l a s k a .
I I .  BACKGROUND

PPOs a r e  a  r e l a t i v e l y  r e c e n t  d e v e lo p m e n t  i n  t h e  h e a l t h  
c a r e  d e l i v e r y  a r e n a . F o r  much o f  t h i s  c e n t u r y ,  t r a d i t i o n a l  
i n d e m n i t y  i n s u r a n c e ,  w h e t h e r  t h r o u g h  i n d i v i d u a l  o r  g r o u p  i n s u r a n c e  
p o l i c i e s ,  p r o v i d e d  t h e  p r im a r y  means f o r  h e a l t h  c a r e  r e im b u r s e m e n t .  
I n  t h e  l a s t  f e w  d e c a d e s ,  due  i n  l a r g e  p a r t  t o  t h e  t r e n d  o f  
d i s p r o p o r t i o n a t e l y  l a r g e  i n c r e a s e s  i n  h e a l t h  c a r e  c o s t s ,  
a l t e r n a t i v e s  t o  p u r e  i n d e m n i t y  i n s u r a n c e  e v o l v e d .  Many o f  t h e s e  
a l t e r n a t i v e s  f a l l  u n d e r  t h e  r u b r i c  o f  m anaged  c a r e  a nd  h a v e  a  
p r i m a r y  p u r p o s e  o f  c o s t  c o n t a i n m e n t .  F c r  i n s t a n c e ,  i n  t h e  1 9 7 0 s ,  
s t a t u t o r y  e n a b l i n g  la w s  f o r  h e a l t h  m a in t e n a n c e  o r g a n i z a t i o n s  (HMCs) 
w e re  c r e a t e d . 1 A l a s k a  e n a c t e d  i t s  v e r s i o n  o f  t h e  HMO m od e l  l a w  (AS 
2 1 . 8 6 )  i n  1 9 9 0 .  H ow ev e r ,  t o  d a t e  t h e r e  a r e  n o  l i c e n s e d  HMOs i n  
A l a s k a .

1 S e e  g e n e r a l l y  4 2  U .S .C .  § 3 0 0 e  s e a . ( F e d e r a l  H e a l t h  
M a in t e n a n c e  O r g a n i z a t i o n  A c t  o f  1 9 7 3 ) ;  H e a l t h  M a in t e n a n c e  
O r g a n i z a t i o n  M o d e l  A c t ,  V o l .  I I ,  NAIC M od e l  L a w s ,  R e g u l a t i o n s  a n d  
G u i d e l i n e s ,  p p .  4 3 0 - 1  t h r o u g h  4 3 0 - 3 1  ( a d o p t e d  1 9 7 3 ) .

3XXU
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W i l l i a m  L .  H e n s l e y ,  C o m m is s i o n e r  A p r i l  2 1 ,  1 9 9 5
D e p t . o f  Commerce &. E c o n om ic  P a g e  2

D e v e lo o r a e n t  
AGO F i l e ' 5 5 1 - 9 5 - 0 6 5 4

i n  t h e  1 9 8 0 s ,  PPOs d e v e l o p e d  a s  a  m anaged c a r a  d e v i c e . 2 
PPOs a r e  a  f e e - f o r - s e r v i c e  a l t e r n a t i v e  t o  t r a d i t i o n a l  h e a l t h  
i n s u r a n c e .  Due t o  t h e i r  d r a m a t i c  g r o w t h  t h e y  s o o n  becam e a  G e n e r a l  
f e a t u r e  o f  h e a l t h  c a r e  f i n a n c i n g  a n d  d e l i v e r y  r e f o r m .

The  PPO , a l s o  r e f e r r e d  t o  a s  a  p r e f e r r e d ,  p r o v i d e r  
a r r a n g e m e n t  ( P P A ) \  i n v o l v e s  p u r c h a s e r s  m an a g in g  t h e  c o s t  o f  h e a l t h  
c a r e  t h r o u g h  c o n t r a c t i n g  w i t h  a  g r o u p  o f  d o c t o r s  o r  h o s p i t a l s  
( " p r e f e r r e d "  o r  " n e tw o r k "  p r o v i d e r s } . The  s a l i e n t  c h a r a c t e r i s t i c s  
o f  t h e  p r e f e r r e d  p r o v i d e r  a r r a n g e m e n t  a r e  a s  f o l l o w s .  I n  e x c h a n g e  
f o r  d i s c o u n t e d  f e e s  f o r  s e r v i c e s ,  t h e  p r o v i d e r s  r e c e i v e  a  
g u a r a n t e e d  s u p p l y  o f  p a t i e n t s  and  a  c om m itm en t  t o  q u i c k  t u r n a r o u n d  
o n  c l a i m s  p a y m e n t s .  P r o v i d e r s  a l s o  t y p i c a l l y  a g r e e  t o  c o m p ly  w i t h  
u t i l i z a t i o n  r e v i e w  p r o c e d u r e s  i n t e n d e d  t o  r e d u c e  i n a p p r o p r i a t e  o r  
u n n e c e s s a r y  c a r e .  T h ro u g h  a  b u l k  p u r c h a s e  o£  m e d i c a l  s e r v i c e s ,  
p u r c h a s e r s  h a v e  t h e  a d v a n t a g e  o f  b e i n g  a b l e  t o  c h o o s e  p r o v i d e r s  
b a s e d  o n  c o m p e t i t i v e  p r i c i n g ,  h o p e f u l l y  r e s u l t i n g  i n  c o s t  s a v i n g s .  
P a t i e n t s  a r e  o f f e r e d  f i n a n c i a l  i n c e n t i v e s  s u c h  a s  r e d u c e d  o r  
e l i m i n a t e d  c o p a ym e n t s  o r  d e d u c t i b l e s  i f  t h e y  u s e  d e s i g n a t e d  
p r e f e r r e d  p r o v i d e r s .  PPOs a r e  f o rm e d  b y  a w id e  v a r i e t y  o f  e n t i t i e s  
- -  p u r c h a s e r s  a s  w e l l  a s  p r o v i d e r s  - -  i n c l u d i n g  i n s u r e r s ,  s e l f  
i n s u r e r s  ( e m p l o y e r s ) , u n i o n s ,  p h y s i c i a n s ,  h o s p i t a l s ,  HMOs, s e r v i c e  
c o r p o r a t i o n s ,  a n d  t h i r d  p a r t y  a d m i n i s t r a t o r s  ( o f t e n  ow ned  b y  
i n s u r e r s )  . *

A t  a  r e c e n t  h e a r i n g  b e f o r e  t h e  S e n a t e  L a b o r  a n d  Commerce 
C o m m i t t e e ,  a r e p r e s e n t a t i v e  o f  t h e  d i v i s i o n  o f  i n s u r a n c e  was a s k e d  
w h e t h e r  p r e f e r r e d  p r o v i d e r  o r g a n i z a t i o n s  (P PO s ) a r e  l e g a l  i n  
A l a s k a .  T h e  d i v i s i o n ' s  r e s p o n s e  t h a t  PPOs a r e  n o t  l a w f u l  h a s

2 S e e  G a b e l ,  E rm ann , R i c e  & d e  L i s s o v o y ,  T h e  5m era re r .ee  a n d  
F u t u r e  o f  P P O s . V o l .  1 1 ,  J o u r n a l  o f  H e a l t h  P o l i t i c s ,  P o l i c y  a n d  
Law , 3 0 5  ( 1 9 8 6 ) ;  P r e f e r r e d  P r o v i d e r  A r r a n g e m e n t s  A c t ,  V o l .  I ,  NAIC 
M od e l L aw s ,  R e g u l a t i o n s  a n d  G u i d e l i n e s ,  p p .  7 5  “ 1 t h r o u g h  7 5 - 4 ,  
( a d o p t e d  1 9 8 7 ) .

3 A PFO i s  th e  g r o u p  o f  p r o v i d e r s  w h e r e a s  a  PPA i s  t h e  
c o n t r a c t u a l  a r r a n g e m e n t  b e tw e e n  t h a t  g r o u p  o f  p r o v i d e r s  a n d  
p u r c h a s e r s  o f  h e a l t h  c a r e .  Y o u r  A p r i l  1 3 ,  1 9 9 5  memorandum  r e f e r s  
t o  P P O s . F o r  t h e  p u r p o s e  o f  t h i s  o p i n i o n ,  t h e  PPO a n d  PPA 
m ech an ism s  a r e  i n t e r c h a n g e a b l e .

* T h e r e  a r e  m y r i a d  f o rm s  o f  PPOs w hose  d e s c r i p t i o n  i s  b e y o n d  
t h e  s c o p e  o f  t h i s  o p i n i o n .  S e e  g e n e r a l l y  Combe A K ru g m an , D e s ig n ,  
a n d  P r i c i n g  o f  t h e  PPO and  6 P 0  P r o d u c t s . P r a c t i c i n g  Law I n s t i t u t e ,  
C o m m e rc ia l  Law a n d  P r a c t i c e  c o u r s e  H an d b o o k  Series, S e p t e m b e r  2 5 ,  
1 9 8 6 .
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c r e a t e d  some c o n t r o v e r s y .  The l a r g e s t  g r o u p  d i s a b i l i t y 3 i n s u r e r  
i n  t h e  s t a t e  {A e tn a  L i f e  I n s u r a n c e  C o . )  h a s  b e e n  u t i l i z i n g  PPOs f o r  
y e a r s  b a s e d  i n  p a r t  o n  t h e  d i v i s i o n 7 s  a p p r o v a l  o f  i t s  i n s u r a n c e  
f o r m s .  The D i v i s i o n  o f  R e t i r e m e n t  a n d  B e n e f i t s  a l s o  h a s  e x p r e s s e d  
c o n c e r n  r e g a r d i n g  t h e  u s e  o f  PPOs i n  t h e  s t a t e  h e a l t h  p l a n , .  AS a  
r e s u l t ,  y o u  h a v e  r e f e r r e d  t h i s  q u e s t i o n  t o  t h e  D e p a r tm e n t  o f  Law 
f o r  a  l e g a l  o p i n i o n .
I I I .  ANALYSIS

PPOs a r e  l a w f u l  i n  A l a s k a .  W h i l e  t h e r e  i s  n o  e n a b l i n g  
l e g i s l a t i o n  f o r  P PO s , n o  p r o v i s i o n  o f  AS 2 1  o n  i t s  f a c e  p r o h i b i t s  
t h e  f o r m a t i o n  o f  PPOs o r  c o n t r a c t i n g  w i t h  s u c h  e n t i t i e s .

B y  way o f  b a c k g r o u n d ,  and  a s  p r e v i o u s l y  i n d i c a t e d  i n  t h i s  
memorandum, t h e r e  i s  a  m od e l  l a w  d e v e l o p e d  b y  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  I n s u r a n c e  C o m m is s i o n e r s  (N A IC ) e n t i t l e d  t h e  
" P r e f e r r e d  P r o v i d e r  A r r a n g e m e n t s  A c t . "  C u r r e n t l y ,  o v e r  h a l f  O f  t h e  
s t a t e s  ( 2 9 )  h a v e  a d o p t e d  some v e r s i o n  o f  t h e  PPO m od e l e i t h e r  b y  
l e g i s l a t i o n ,  r e g u l a t i o n  o r  b u l l e t i n . ®  A l a s k a  h a s  n o t  a d o p t e d  a  
v e r s i o n  o f  t h e  m o d e l . W h e th e r  o r  n o t  i t  s h o u l d  h a v e  i s  b e y o n d  t h e  
s c o p e  o f  t h i s  o p i n i o n .

I t  i s  n o t e w o r t h y  t h a t  s t a t C 3  h a v e  b e e n  c r i t i c i z e d  f o r  
p a s s i n g  law s  w h i c h  im pede  t h e  im p l e m e n t a t i o n  o f  P P O s . E v en  b e f o r e  
t h e  c r e a t i o n  o f  t h e ’  m o d e l  a c t ’ , l e g i s l a t i o n  w as  i n t r o d u c e d  i n  
C o n g r e s s  i n  1 9 8 3  t o  p r o h i b i t  s t a t e s  f r o m  r e s t r i c t i n g  t h e  o p e r a t i o n s  
o f  t h e  a l r e a d y  e m e r g in g  PPO m e c h a n ism .7 The  e x i s t e n c e  o f  PFO s i n  
t h e  a b s e n c e  o f  e n a b l i n g  l e g i s l a t i o n  i s  a l s o  e v i d e n c e d  b y  a  c r a f t i n g  
n o t e  f o r  S e c t i o n  2  o f  t h e  m o d e l  ( P u r p o s e )  , w h ic h  s t a t e s :  "T h e  u s e
o f  t h e  t e rm  ' a l l o w i n g '  i n  t h i s  s e c t i o n  i s  n o t  i n t e n d e d  t o  i n d i c a t e  
t h a t  h e a l t h  c a r e  i n s u r e r s  a r e  a c t i n g  u n l a w f u l l y  i n  a  s t a t e  w h ic h

3 A l a s k a  i s  i n  t h e  c l e a r  m i n o r i t y  o f  s t a t e s  c h a t  u s e s  t h e  
t e rm  " d i s a b i l i t y  i n s u r a n c e "  t o  r e f e r  t o  w h a t  i s  c om m on ly  know n  a s
" h e a l t h  i n s u r a n c e . "  See. AS 2 1 . 1 2 . 0 5 0  ( d i s a b i l i t y  * i n s u r a n c e  
d e f i n e d ) ;  AS 2 1 . 5 4 . 0 6 0  ( g r o u p  d i s a b i l i t y  i n s u r a n c e  d e f i n e d ) .  
" D i s a b i l i t y  i n s u r a n c e "  i n c l u d e s  " d i s a b i l i t y  in c o m e  r e p l a c e m e n t  
i n s u r a n c e . "

5 See  V c l .  I ,  NAIC M o d e l  Law3 , R e g u l a t i o n s  a n d  G u i d e l i n e s ,
p p .  7 5 - 5  t h r o u g h  7 5 - 8  ( 1 9 9 3 )  .

7 g e e  R o l p h ,  G i n s b u r g  & S o s e k ,  T h e  R e g u l a t i o n  o f  P r e f e r r e d  
P r o v i d e r  A r r a n g e m e n t s . 6 H e a l t h  A f f a i r s ,  3 2 ,  3 3  ( F a l l  1 9 8 7 )  .
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h a s  n o t  e n a c t e d  a  law  a l l o w i n g  P r e f e r r e d  P r o v i d e r  A r r a n g e m e n t s . "  3
A l t h o u g h  f e d e r a l  l a w  r e c o g n i z e s  t h e  PPO m ech an ism , i t  

d o e s  n o t  a n sw e r  t h e  q u e s t i o n  w h e th e r  PPCs a r e  l e g a l  i n  A l a s k a .  I n  
a  r e g u l a t i o n  im p le m e n t in g  t h e  M e d ic a r e  p r o g r a m ,  t h e  D e p a r tm e n t  o f  
H e a l t h  and  Human S e r v i c e s  r e f e r s  t o  h e a l t h  p l a n s  h a v i n g  "p rem iu m  
s t r u c t u r e  r e g u l a t e d  u n d e r  a  S t a t e  i n s u r a n c e  s t a t u t e  o r  a  S t a t e  
e n a b l i n g  s t a t u t e  g o v e r n i n g  h e a l t h  m a in t e n a n c e  o r g a n i s a t i o n s  o r  
p r e f e r r e d  p r o v i d e r  o r g a n i s a t i o n s . "  4 2  C . F . R .  § 1 0 0 1 . 9 5 2 ( 1 )  ( 2 )  .
T h i s  r e g u l a t i o n  d o e s  n o t  m an d a te  t h e  u s e  o f  a n  e n a b l i n g  l a w  f o r  
P PO s . The CKAMPUS p r o g r a m ,  w h ich  e x p r e s s l y  a u t h o r i z e s  f e d e r a l  
o f f i c i a l s  t o  c o n t r a c t  w i t h  PFOs, a l s o  d o e s  n o t  r e q u i r e  a  s t a t s  
e n a b l i n g  s t a t u t e .  See  1 0  U . S . C .  § 1 0 9 5 .

T h e r e  a r e  n o  p u b l i s h e d  c a s e s ,  s t a t e  o r  f e d e r a l ' ,  
a d d r e s s i n g  w h e t h e r  PPOs a r e  l a w f u l  i n  t h e  a b s e n c e  o f  e n a b l i n g  
l e g i s l a t i o n .  One c a s e  i m p l i c i t l y  a c k n o w le d g e s  t h e  v a l i d i t y  o f  a 
s t a t e  PPO e n a b l i n g  la w .  I n  S t u a r t  C i r c l e  H o s p i t a l  C o r p o r a t i o n  v .  
A e t n a  H e a l t h  M anagem en t . 9 9 5  P .  2 d  5 0 0  ( 4 t h  C i r .  1 9 9 3 )  , t h e  c o u r t  
h e l d  t h a t  E R IS A ' s  s a v i n g s  c l a u s e  e x em p te d  f r o m  f e d e r a l  p r e e m p t i o n  
a V i r g i n i a  e n a b l i n g  la w  f o r  e s t a b l i s h i n g  P P O s . H ow e v e r ,  t h e r e  i s  
n o  f e d e r a l  m an d a te  f o r  a n  e n a b l i n g  l a w .  E a ch  s t a t e  may r e g u l a t e  
PPOs a s  i t  s e e s  f i t ,  i n  t h e  a b s e n c e  o f  c o n g r e s s i o n a l  d i r e c t i o n .  9

R e c o g n i s i n g  t h a t  t h e r e  i s  n o  A la s k a  e n a b l i n g  l a w  f o r  
PPO s , t h e  d i v i s i o n  o f  i n s u r a n c e  h a s  p r e v i o u s l y  t a k e n  t h e  p o s i t i o n  
C h a t  c e r t a i n  p r o v i s i o n s  o f  t h e  i n s u r a n c e  c od e  p r o h i b i t  t h e  u s e  o f  
P PO s . We f i n d  t h i s  a rg u m e n t  u n p e r s u a s i v e  f o r  t h e  f o l l o w i n g  
r e a s o n s .

ftH 7 1  . 5 4 . 0 2 0 (a )
o n e  o f  t h e  p r o v i s i o n s  t h e  d i v i s i o n  r e l i e s  u p on  i s  a  

p r o h i b i t i o n  a p p l i c a b l e  " t o  g r o u p  d i s a b i l i t y  i n s u r e r s  w h ic h  p r o v i d e s  
i n  p a r t :  "T h e  [g r o u p  d i s a b i l i t y ]  p o l i c y  may n o t  c o n t a i n  a
p r o v i s i o n  r e q u i r i n g  t h a t  s e r v i c e s  b e  p r o v i d e d  b y  a  p a r t i c u l a r  
h o s p i t a l  o r  p e r s o n ,  e x c e p t  a s  a p p l i c a b l e  t o  a  h e a l t h  m a in t e n a n c e  
o r g a n i z a t i o n  u n d e r  AS 2 1 . 3 6 , "  AS 2 1 . 5 4 . 0 2 0 ( a )  . T h i s  l a w  d o e s  n o t  
p r o h i b i t  t h e  u s e  o f  a  PPO . T o  b e g in  w i t h ,  HMOs, w h ic h  may c o n t r a c t

8 s e e  i d . p .  7 5 - 1 . s e e  a l s o  s t a t e m e n t  o f  c o m m i s s i o n e r
G ro d e  ( P a . ) ,  R e p o r t  o f  w o r k i n g  G roup  o n  P r e f e r r e d  P r o v i d e r s ,  V o l .  
1 ,  NA IC  P r o c e e d i n g s ,  p .  7 1 2  ( 1 3 3 7 )  ( " d r a f t i n g  n o t e  was a d d e d  t o
c l a r i f y  t h e  p o s s i b l e  a m b i g u i t y ’1) .

9 S e e  g e n e r a l l y  1 5  U . S . C .  §5 1 0 1 1 - 1 2  (M c C a r r a n - F e r g u s o n  A c t  
d e l e g a t i o n  o f  i n s u r a n c e  r e g u l a t o r y  a u t h o r i t y  t o  s t a t e s )  .
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w i t h  a  PFO , a x e  e x e m p t e d .  S e e  i d . : AS 2 1 . 8 6 . 0 6 0 ( a ) .  I n  a d d i t i o n ,  
t h e  t y p i c a l  h e a l t h  p l a n  u t i l i z i n g  a  PPO g i v e s  c o v e r e d  i n d i v i d u a l s  
t h e  c h o i c e  o f  m o re  t h a n  o n e  p r o v i d e r ,  a n d  o f t e n  t h e r e  i s  a n  o p t i o n  
t o  u s e  a  n o n - p r e f e r r e d  p r o v i d e r ,  a l b e i t  a t  h i g h e r  c o s t .  O n l y  i f  
t h e  c o v e r e d  p e r s o n  i s  g i v e n  n o  c h o i c e  o f  p r o v i d e r  w o u ld  t h i s  
p r o v i s i o n  b e  v i o l a t e d .

a s  2 ;  ,.3.5..-Q .?JU bj.

A n o t h e r  s t a t u t e  r e l i e d  u p o n  b y  t h e  d i v i s i o n  a s  
p r o h i b i t i n g  PPOs i s  AS 2 1 . 3 6 . 0 9 0 ( b ) . I t  p r o v i d e s :

A p e r s o n  may n e t  make o r  p e r m i t  u n f a i r  
d i s c r i m i n a t i o n  b e tw e e n  i n d i v i d u a l s  c f  t h e  same 
c l a s s  a n d  o f  e s s e n t i a l l y  t h e  same h a z a r d  i n  
t h e  am oun t o f  p rem ium , p o l i c y  f e e s ,  o r  r a t e s  
c h a r g e d  f o r  a  p o l i c y  o r  c o n t r a c t  o f  d i s a b i l i t y  
i n s u r a n c e  o r  i n  t h e  b e n e f i t s  p a y a b l e , ,  o r  i n  
a n y  o f  t h e  t e rm s  o r  c o n d i t i o n s  c f  t h e  
c o n t r a c t ,  o r  i n  a n y  o c h e r  m an n e r  w h a t e v e r .
T h i s  p r e v i s i o n  p r o h i b i t s  o n l y  d i s a b i l i t y  ( h e a l t h )  

i n s u r e r s  f r o m  u n f a i r l y  d i s c r i m i n a t i n g  a g a i n s t  c o v e r e d  i n d i v i d u a l s .  
I t  is p a r t  o f  t h e  U n f a i r  T r a d e  P r a c t i c e s  A c t  (UTPA) i n  A l a s k a ' s  
i n s u r a n c e  c o d e ,  e n a c t e d  i n  1 9 6 6  a n d  b a s e d  u p o n  a n  NAIC m o d e l .  
A l t h o u g h  t h e  l e g i s l a t i v e  h i s t o r y  f o r  AS 2 1 . 3 6 . 0 9 0 ( b )  i s  s c a n t  a n d  
h a s  n o  b e a r i n g  o n  t h e  PFO i s s u e ,  t h e  m o d e l  a c t  i s  i n s t r u c t i v e .  I t  
was a d o p t e d  i n  1 9 4 7 ,  w e l l  b e f o r e  t h e  e m e rg e n c e  o f  PPOs a n d  t h e  
m a n a g e d " c a r e  c o n c e p t . 10 The  u n f a i r  d i s c r i m i n a t i o n  p r o v i s i o n  a t  AS 
2 1 . 3 6 . 0 9 0 ( b )  i s  s u b s t a n t i a l l y  t h e  same a s  t h e  c o r r e s p o n d i n g  
p r o v i s i o n  o f  t h e  m o d e l  a c t  [ S e c t i o n  4 ( G ) ( 2 ) ] ,  The  l e g i s l a t i v e  
h i s t o r y  f o r  S e c t i o n  4 (G )  ( 2 )  r e v e a l s  t h a t  t h e  p r im a r y  c o n c e r n s  a b o u t  
u n f a i r  d i s c r i m i n a t i o n  w e re  i n  ‘ t h e  c o n t e x t s  o f  r a c e ,  s e x ,  m a r i t a l  
s t a t u s ,  r e s i d e n c e  a n d  n a t i o n a l  o r i g i n .  M o re  r e c e n t l y ,  r e d l i n i n g  
and  b l a c k b a l l i n g  u n d e r w r i t i n g  p r a c t i c e s  h a v e  r e c e i v e d  a t t e n t i o n .  
T h e r e  i s  n o  d i s c u s s i o n  . o f  PPOs i n  t h e  l e g i s l a t i v e  h i s t o r y  o f  t h e  
m o d e l .  I n d e e d ,  i t  w o u ld  b e  i l l o g i c a l  f o r  t h e  NAIC t o  a d e p t  a  PPO 
m o d e l  a c t  i f  PPOs w e r e  p e r  s e  v i o l a t i v e  o f  t h e  CTPA. I t  i s  t r u e  
t h a t  a PPO c o u l d  v i o l a t e  A3 2 1 . 3 6 . 0 9 0  (b )  i f  i t s  c o n d u c t  w e re  
u n f a i r l y  d i s c r i m i n a t o r y  f o r  a n y  o n e  o f  a  v a r i e t y  o f  r e a s o n s .  
H ow e v e r ,  i t  i s  a d d i t i o n a l l y  p o s s i b l e  t h a t  t h e r e  w o u ld  b e  n o

10 S e e  V o l .  I V ,  M o d e l  L aw s , R e g u l a t i o n s  a n d  G u i d e l i n e s ,  p p .  
3 9 0 - 1  t h r o u g h  8 8 0 - 1 3  ( 1 9 9 3 ) .  T h e  N A IC 'a  u n f a i r  t r a d e  p r a c t i c e s  
m o d e l  a c t  w as o n e  o f  t h e  i n i t i a l  e f f o r t s  a t  d e v e l o p i n g  u n i f o r m  
3 t a t e  l e g i s l a t i o n  i n  r e s p o n s e  t o  t h e  r e c e n t l y  e n a c t e d  M c C a n a n -  
F a rg ru s o n  A c t .  S e e  NA IC  P r o c e e d i n g s ,  p p .  1 4 2 - 4 3  ( 1 9 4 6 )  .
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W i l l i a m  L .  H e n s l e y ,  C o m m is s i o n e r  
D e p t . o f  Commerce & E c on om ic  

b e v e l o o m e n t  
AGO F i l e  6 6 1 - 9 5 - 0 6 5 4

" u n f a i r "  d i s c r i m i n a t i o n  i f  a PPO t r e a t e d  a l l  i n d i v i d u a l s  o £  t h e  
same c l a s s  e q u a l l y  a s  t o  c o s t s ,  b e n e f i t s  p a y a b l e  a n d  o t h e r  
c o n t r a c t u a l  t e rm s .  I n  c o n c l u s i o n ,  AS 2 1 . 3 6 . 0 9 0 ( b )  d o e s  n o t  
p r o h i b i t  t h e  e s t a b l i s h m e n t  o f  PPOs o r  c o n t r a c t i n g  w i t h  t h e m .

H o s p i t a l  and  M e d i c a l  S e r v i c e  C o r p o r a t i o n s  (AS 2 1 . 8 7 )
Y o u r  memorandum a l s o  a d d r e s s e s  h o s p i t a l  a n d  m e d i c a l  

s e r v i c e  c o r p o r a t i o n s .  E . g . , S l u e  C r o s s .  T h e s e  e n t i t i e s  d i f f e r  
s i g n i f i c a n t l y  f r o m  d i s a b i l i t y  ( h e a l t h )  i n s u r e r s ,  a n d  a r e  n o t  e v e n  
c o n s i d e r e d  i n s u r e r s .  U n l i k e  t r a d i t i o n a l  i n s u r a n c e  c o m p a n i e s ,  w h ic h  
a r e  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  AS 2 1 . 0 9 ,  s e r v i c e  c o r p o r a t i o n s  a r e  
r e g u l a t e d  b y  t h e  p r o v i s i o n s  o f  AS 2 1 . a 7 .  S e r v i c e  c o r p o r a t i o n s  a r e  
n o n p r o f i t ,  a t  l e a s t  i n  t h e o r y ,  a n d  p u r s u a n t  t o  s t a t u t e .  S e e  AS 
2 1 . 8 7 . 0 7 0 ( 2 ) .  I n  e s s e n c e ,  a  s e r v i c e  c o r p o r a t i o n  d e l i v e r s  h e a l t h  
c a r e  c o v e r a g e  t h r o u g h  t h e  u s e  o f  tw o  c o n t r a c t s .  I n  t h e  f i r s t  o n e ,  
a  s e r v i c e  a g r e e m e n t ,  t h e  s e r v i c e  c o r p o r a t i o n  a n d  a  p a r t i c i p a n t  
p r o v i d e r  ( t y p i a a l l y  a  h o s p i t a l  o r  p h y s i c i a n )  a g r e e  t o  e x c h a n g e  
h e a l t h  c a r e  s e r v i c e s  f o r  a  s e t  f e e .  S e e  i d . 2 1 . 8 7 . 1 4 0  - -  . 1 5 0 .
The  s e c o n d  c o n t r a c t ,  c a l l e d  a  s u b s c r i b e r  c o n t r a c t ,  i s  b e tw e e n  t h e  
s e r v i c e  c o r p o r a t i o n  an d  a  r e c i p i e n t  o f  c a r e .  S e e  i d .  2 1 . 8 7 . 1 6 0 .  
I t  g i v e s  t h e  s u b s c r i b e r  a c c e s s  t o  h e a l t h  c a r e  s e r v i c e s  p r o v i d e d  b y  
t h e  s e r v i c e  c o n t r a c t .

H o s p i t a l  a n d  m e d i c a l  s e r v i c e  c o r p o r a t i o n s  h a v e  s t a t u t o r y  
a u t h o r i t y  t o  c o n t r a c t  w i t h  P PO s .  S e e , e . g . . , a s  2 1 . 8 7 . 0 7 0 ( 3 ) ,
2 1 . 3 7 . 1 5 0  ( s e r v i c e  a g r e e m e n t s  w i t h  p a r t i c i p a n t  h o s p i t a l s  
a u t h o r i s e d ) ;  AS 2 1 . 8 7 . 0 7 0 ( 4 ) ,  2 1 . 8 7 . 1 4 0  ( s e r v i c e  a g r e e m e n t s  w i t h  
p a r t i c i p a n t  t r o v i d e r s  a u t h o r i z e d ) ;  2 1 . 8 7 . 1 2 0  ( a )  ( 2 ) ,  
2 1 . 3 7 . 1 3 0 ( a ) ( 2 ) , ”  2 1 . 8 7 . 1 6 0 ( b ) ( l )  , ( 2 )  ( i n d e m n i t y  f o r  s e r v i c e s  b y  
n o n p a r t i c i p a n t  p r o v i d e r s  a n d  h o s p i t a l s  a l l o w e d ) . T h e s e  s t a t u t e s  
w e re  e n a c t e d  i n  1 9 6 6 ,  w e l l  b e f o r e  t h e  em e rg e n c e  o f  PPO s . T h e y  
e f f e c t i v e l y  a l l o w  a d i f f e r e n t  . b e n e f i t  t o  b e  p r o v i d e d  t o  a 
s u b s c r i b e r  b y  a  p a r t i c i p a n t  h o s p i t a l  o r  p a r t i c i p a n t  p r o v i d e r  t h a n  
b e n e f i t s  t h e  s u b s c r i b e r  may a c c e s s  o n  a n  i n d e m n i t y  b a s i s .  A l t h o u g h  
n o n e  o f  t h e  s t a t u t e s  e x p l i c i t l y  r e f e r e n c e  PPO s , t h e i r  l a n g u a g e  i s  
b r o a d  e n o u g h  t o  a l l o w  c o n t r a c t i n g  w i t h  PPO s .

E x c l u s i v e  P r o v i d e r  A r r a n g e m e n t s
F i n a l l y ,  y o u r  memorandum a d d r e s s e s  " e x c l u s i v e  p r o v i d e r  

a r r a n g e m e n t s , "  a l s o  r e f e r r e d  t o  a s  " e x c l u s i v e  p r o v i d e r  
o r g a n i z a t i o n s "  o r  EPOs. T h e s e  e n t i t i e s  a r e  a  s u b s p e c i e s  o f  P F O s .  
As p r e v i o u s l y  i n d i c a t e d ,  f o r  g r o u p  d i s a b i l i t y  ( h e a l t h )  i n s u r a n c e ,  
AS 2 1 . 5 4 . 0 2 0 ( a )  p r o h i b i t s  t h e  u s e  o f  a n  EPO w h e re  t h e  c o v e r e d  
i n d i v i d u a l  h a s  n o  c h o i c e  o f  p r o v i d e r .  < D e p e n d in g  o n  t h e  
c i r c u m s t a n c e s ,  a n  EPO may a l s o  v i o l a t e  p r o v i s i o n s  o f  AS 2 1 . 3 6 .

A p r i l  2 1 ,  1 9 9 5  
P a g e  5
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W i l l i a m  L .  H e n s l e y ,  C o m m is s i o n e r  A p r i l  2 1 ,  1 9 9 5
D e p t ,  o f  Commerce &  E c o n om ic  P ag e  7

D e v e lo p m e n t  
AGO F i l e  6 6 1 - 9 5 - 0 6 5 4

CONCLUSION
U n l i k e  m o st s t a t e s ,  A l a s k a  d o e s  n o t  h a v e  a n  e n a b l i n g  la w  

f o r  e s t a b l i s h i n g  and  u s i n g  PPO s . F o r  t h e  r e a s o n s  i n d i c a t e d  i n  t h i s  
memorandum , t h e  A l a s k a  i n s u r a n c e  c o d e  n o n e t h e l e s s  d e e s  n o t  p r o h i b i t  
t h e  c r e a t i o n  o f  p p o s .
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LEGISLATIVE A FFA IRS AGENCY 
STATE OF ALASKA

DIVISION OF LEGAL AND RESEARCH SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
M o l Stop 3 J0J

130 S tward Street. Suite 409 
Juneau, Alaska 99801-2105

M E M O R A N D U M September 26,1995

SUBJECT: Sectional Summary o f CSHB 266( ) (Work Order No. 9-LS0593\G)

TO: Representative Norman Rokeberg 
Attn: Shirley

FROM : Michael F. Ford \ 
Legislative Counselel

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

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

Section 1. Provides that the prohibition against unfair discrimination contained in 
AS 21.36.090(d) does not apply to the preferred provider program authorized under 
AS 21.42.315 created by sec. 2.

Section 2. Authorizes disability insurers to offer a preferred provider agreement to a health 
care provider or hospital licensed in this state. Provides that the program cannot prevent use 
o f a gatekeeper or utilization review by an insurer, that the section does not apply to health 
carc plans exempt by federal law, and that a person affected by a  violation has a private cause 
o f action for injunctive relief and for damages o f not less that S1,000, costs and attorney fees.

Section 3. Establishes that the preferred provider program is an exception to the prohibition 
against requiring services by a particular hospital or person.

Section 4. Provides that a hospital or medical service corporation can establish a preferred 
provider program. Provides that the program cannot present use o f a gatekeeper or utilization 
review, and that a  person affected by a violation has a private cause o f action for injunctive 
relief and for damages o f not less that S1,000, costs and attorney fees.

Section S. Applicability clause.

MFF:lmb 
95-261.lmb



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
I'M)71 -165-3807nr -165-2-150 
ELY ti>07) 165-2029 
Mail Slop 3101

130 Seward Street, Suite -109
Juneau, Alaska 99801-2105

M E M O R A N D U  M March 27, 1995

S U B JE C T : Sectional Summary of HB 266 (Work Order No. 9-LS0593\C)
T O : Representative Pete Kott 

Attn: George
/

F R O M :
; v  ;Michael F. Ford - • ^

Legislative Counsel
X  .

You have requested a sectional summary ofthe above-described bill.
As a preliminary matter, note that a sectional summary of a bill should not be considered an 
authoritative interpretation of the bill and the bill itself is the best statement of its contents. 
If you would like an interpretation of the bill as it may apply to a particular set of 
circumstances, please advise.
S e c tio n  1 Allows a hospital or medical service corporation to offer a preferred provider 
service agreement to a health care provider or a hospital. Prohibits exclusion of a health care 
provider or hospital from being treated as a preferred provider if the health care provider or 
hospital agrees to the terms and conditions of the preferred provider agreement.
MFF:lmb:klb 
95-153. Imb
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WORK DRAFT WORK DRAFT WORK DRAFT

CS F O R  H O U S E  B IL L  N O . 266(L & C )

IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE LABOR AND COMMERCE COMMITTEE BY REQUEST

A B IL L  

F O R  AN A C T  E N T IT L E D  

" A n  A ct re la tin g  to  p re fe rre d  p ro v id e r  ag reem en ts  o ffered  by  h o sp ita l o r  m ed ical 

se rv ic e  c o rp o ra tio n s ."  

B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. AS 21.87 is amended by adding a new section to read:
Sec. 21.87.135. PREFERRED PROVIDER PROGRAMS, (a) A hospital or 

medical service corporation may
(1) offer a preferred provider service agreement to a provider or 

hospital licensed in this state; and
(2) not refuse to offer a service agreement under AS 21.87.140 -

21.87.150 and a preferred provider arrangement to a provider or hospital willing to 
meet the terms and conditions of the preferred provider service agreement.

(b) A subscriber's contract containing a preferred provider program must 
provide for payment for a service provided by

(1) a participating nonpreferred provider or hospital;

-1- CSHB 266(L&C)
Ve-w Text: Underlined [DELETED TEXT BRACKETED]
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(2) a nonpanicipating provider or hospital located outside the state 
when providing emergency care; and

(3) a nonparticipating provider or hospital located in this state when 
providing emergency care and a participating provider or hospital is not reasonably 
available.

CSHB 266(L&C) •2•
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WORK DRAFT WORK DRAFT WORK DRAFT

CS F O R  H O U S E  B IL L  N O . 266( )

IN  TH E LEG ISLA TU RE O F  TH E  STA TE O F  A LA SK A  

N INETEENTH LEG ISLA TU RE - SECOND SiESSION

BY

Offered:
Referred:

Sponsors): HOUSE LABOR AND COMMERCE COMMITTEE BY REQUEST

A  B IL L

F O R  AN A C T  E N T IT L E D  

" A n  A ct re la tin g  to  p re fe rre d  p ro v id e r  ag reem en ts  o ffe red  b y  a n  in s u re r  o r  h o sp ita l 

o r  m e d ic a l se rv ic e  co rp o ra tio n s ."

B E  I T  E N A C T E D  BY  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

* S e c tio n  1. AS 21.36.090(d) is am ended to read:

(d) Except to the ex ten t necessary to com ply w ith AS 21.42.315. 2 1 .4 2 3 6 5 . 

[AS 21.42.365] and AS 21.56, a  person m ay not practice or perm it unfair d iscrim ination 

a g a in s t a  person who provides a service covered under a group disability  policy  that 

extends coverage on an expense incurred basis, or under a group service o r indem nity  type 

c o n trac t issued by a  nonprofit corporation [,] if  the service is w ithin the scope o f  the 

p ro v id e r 's  occupational license. In this subsection, "provider" m eans a state licensed  

p h y sic ia n , dentist, osteopath, optom etrist, chiropractor, nurse m idw ife, advanced nurse 

p ractitioner, naturopath, physical therapist, occupational therapist, psychologist, 

p sycho log ica l associate, or licensed clinical social w orker, o r  certified d irect-entry  

m idw ife.

* Sec. 2 . AS 21 .42  is am ended by adding a new section to read:

.1 . CSHB 266( )
New Text Underlined [DELETED TEXT BRACKETED]
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Sec. 21.42.315. PREFERRED PR O V ID ER PROG RA M S, (a) A n insurer 

au tho rized  under AS 21.09 to  offer, issue fo r delivery , deliver, o r  renew  a d isability  

in su ra n c e  policy  in the state m ay offer a  preferred prov ider agreem ent to  a  provider o r  

hosp ita l licensed in  this state. A  provider o r hospita l w illing to  m eet the term s and 

cond itions o f the  preferred provider agreem ent m ay not be excluded from  treatm ent as a 

p referred  provider.

(b ) T h is  section m ay not be construed to  prevent an in su rer from  institu ting 

m easures designed to maintain quality and to control costs, including a  gatekeeper system  

o r u tiliza tion  review , provided that the m easures are im posed equally  on all providers o r 

hosp ita ls in  the  sam e class. In  this subsection,

(1) "gatekeeper system" means a  system of adm inistration used in  a  health  

benefit p lan  in  which a  primary care provider furnishes basic patient care  and coordinates 

diagnostic testing, indicated treatm ent, and specialty  referral fo r a person  covered by the  

health  b enefit plan;

(2) "utilization review" m eans a system  to  m onitor, track, and verify 

p a tte rn s  o f treatm ent by health  care providers th a t assures that cost efficient and cost 

effective care is provided w ithin accepted m edical standards w ithout reducing the quality  

o f  care.

(c) Notwitlistanding the other provisions o f this section, this section does not apply 

to  a self-funded o r other health care p lan  that is exem pt from  regulation by the state under

29 U .S .C . 1001 - 1461 (Em ployee Retirem ent Incom e Security Act).

(d) A  person adversely affected by a v iolation o f this section m ay bring an action 

in  the appropriate court forin junctive relief and, i f  the person is the prevailing party, m ay 

reco v er c iv il dam ages o f  not less than $1,000 and costs and attorney fees allow ed under 

th e  A laska  R ules o f Civil Procedure. A provision o f  a disability insurance policy that is 

in  v io la tion  o f  this section is void and may not be enforced.

* Sec. 3 . A S 21.54.020(a) is am ended to read:

(a) A n insurer may, and upon written request of the covered person shall, w ithin

30  w orking days after receiving a proof o f loss statem ent, pay indem nities under a  group 

d isa b ility  policy directly to  the provider o f the hospita l, nursing, m edical, dental, o r  

su rg ic a l services. The policy m ay not contain  a  provision requiring that services b e  

provided by  a  particular hospital o r person, except as r e q u ire d  t in d e r  AS 21.4 2 3 1 5  o r  a s

WORK DRAFT WORK DRAFT WORK DRAFT

CSHB 266( ) -2-
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app licab le  to  a  health  m aintenance organization under A S 21.86. If  the insurer pays 

indem nities to  the  covered  person  after the covered person  has given the insurer w ritten 

notice in  the proof o f  loss statem ent of an election o f  d irect paym ent o f indem nities to the 

prorider o f the  service, the insurer shall also pay those indem nities to the provider o f the 

service.

* Sec. 4 . AS 21.87 is am ended by adding a  new section to  read:

Sec. 21 .87 .135 . PREFERRED PRO V ID ER PR O G RA M S, (a) A  hospital or 

m edical service corporation

(1) m ay offer a preferred provider service agreem ent to  a provider o r 

hospital licensed in th is state; and

(2) m ay no t refuse to offer a  service agreem ent under AS 21.87.140 -

21.87.150 and a  preferred  provider arrangem ent to  a provider o r hospital willing to  m eet 

the term s and conditions o f the  preferred provider service agreem ent.

(b) A  subscriber's contract containing a  preferred p rov ider program  m ust provide 

for paym ent fo r a  serv ice provided by

(1) a  participating nonpreferred provider o r hospital;

(2) a  nonparticipaiing provider or hospital located  outside the state when 

providing em ergency care; and

(3) a  nonparticipating provider o r hospital located in  this state w hen 

providing em ergency  care and a participating provider o r hospital is not reasonably 

available.

(c) T his section  m ay not be construed to prevent a hospital or m edical service 

corporation from  institu ting  measures designed to m aintain quality  and to control costs, 

including a  gatekeeper system  or utilization review , p rovided  that the m easures are 

im posed equally  on all providers or hospitals in the sam e class. In this subsection,

(1) "gatekeeper system" means a  system o f  adm inistration used in a health 

benefit plan in  w hich a  primary care provider furnishes basic patient care and coordinates 

diagnostic testing , indicated treatm ent, and specialty referral fo r a person covered by the 

health benefit plan;

(2 ) "utilization review" m eans a  system  to m onitor, track, and verify 

I patterns o f  trea tm ent by health  care providers that assures th a t cost efficient and cost

j effective care is provided w ithin accepted m edical standards w ithout reducing the quality

WORK DRAFT WORK DRAFT WORK DRAFT
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o f  care.

(d) A  person adversely affected by  a  violation o f  th is section  m ay  bring an  action 

in  the appropriate court for in junctive re lie f  and, if  the person is th e  prevailing  party, m ay 

recover civ il dam ages o f  n o t less than  $1,000 and costs and attorney  fees  allow ed under 

the  A laska  Rules o f C ivil P rocedure. A  provision o f a  service ag reem en t o r subscriber's 

f'o n trac t th a t is in  violation o f  th is section  is void and m ay not b e  enforced .

+ Sec. 5 . APPLICABILITY . T h is  A ct applies to  a disability insurance  policy , service 

agreem ent, o r subscriber's contract th a t is en tered  into or renewed on or a fte r th e  effective date of 

th is  A ct.

WORK DRAFT WORK DRAFT WORK DRAFT
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CS F O R  H O U S E  BELL N O . 2 5 1 f .& C )

IN THE LEG ISLATU RE O F TH E  STA TE O F A LA SK A

NINETEENTH LEG ISLA TU RE - FIR ST SESSIO N

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVES MOSES, MacLean, Williams

A  BELL

F O R  AN A C T  E N T IT L E D

"A n  A ct re la tin g  to the m eetings, sh a re h o ld e r  p roposa ls , a n d  rem oval o f  d ire c to rs

o f N ative  c o rp o ra tio n s ."

B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

* S e c tio n  1. AS 10.06.960 is am ended by adding new subsections to read:

(I) N otw ithstanding AS 10.06.405 and 10.06.465(c), special m eetings o f the 

shareho lders o f a corporation organized under the ac t m ay only be called  by

(1) the board1

(2) the chair o f the board;

(3) the president;

(4) a petition or other request o f the holders o f not less than 15 percent 

o f  all the  shares entitled to vote at the m eeting, if  the corporation has 500  o r m ore 

shareholder.;;

(5) a petition or other request o f  the holders o f not less than 25 percent 

o f  a ll the shares entitled to vote at the m eeting if  the corporation docs not have 500

- 1 - C S H B  25 1 0 L& C )
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or m ore shareholders; or

(6) o ther persons as m ay be authorized in the articles o f incorporation

or the bylaw s.

(m ) In  addition to  the other requirem ents o f this chapter, a written notice o f 

a petition  o r other request for a special m eeting o f shareholders under 0 )  o f  this 

section shall be filed w ith the corporation before a person solicits support for the 

petition o r req u es t The notice m ust state in detail the purpose o f the special m eeting 

and include a  copy o f  the petition or request and all materials to be used in connection 

with the solicitation. A  petition or request bearing the original signatures o f  the 

holders o f  the requisite num ber o f shares supporting the petition or request shall be 

filed w ith  the corporation w ithin 180 days after the filing. If  a petition or request 

covered by th is section does not com ply with this subsection, the petition o r request 

is invalid.

(n) T he provisions o f  AS 10.06.460 do not apply to a corporation organized 

under the act, if  the corporation has adopted articles that provide for classification o f 

directors under AS 10.06.455, or if the corporation is allowed by sec. 57, ch. 82, SLA 

1989, to provide in its bylaw s for the classification o f directors.

(o) A  corporation that is organized under the act is not required to consider or 

to subm it to a vote o f the shareholders a  shareholder proposal that deals substantially  

with the sam e subject m atter as a proposal that was subm itted to a vote o f  the 

shareholders within the preceding two years.

* Sec. 2. A S 45 .55 .990  is am ended by adding a new paragraph to read:

(14) "proxy" includes a  petition or other request for a  special m eeting 

o f shareholders under AS 10.06.960(m) and material distributed in connection with the 

petition o r request o r w ith the solicitation o f support for the petition or request

WORK DRAFT WORK DRAFT WORK DRAFT
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O FFE R E D  IN TH E HO USE BY R E PR ESEN TA TIV E R O K EB ER G

TO: HB 266

1 Page I, line 1, after "by":

2 Insert "an  in su re r  o r"

3 Page 1, after line 3:

4  Insert new  bill sections to read:

5 S ec tion  1. AS 21.36.030(d) is am ended to read:

6 (d) Except to the extent necessary to com ply with AS 21.42.315. 21.42-365.

7 [AS 21.42.365] and AS 21.56, a person m ay not practice o r perm it unfair

8 d iscrim ination against a person w ho provides a service covered under a group

9 disability policy that extends coverage on an expense incurred basis, o r under a  group

10 service o r indemnity type contract issued by a nonprofit corporation [,] if  the service

11 is w ith in  the scope o f the provider’s occupational license. In this subsection,

12 "provider" means a state licensed physician, dentist, osteopath, optom etrist,

13 ch iropractor, nurse m idw ife, advanced nurse practitioner, naturopath, physical

14 therapist, occupational therapist, psychologist, psychological associate, or licensed

15 clin ical social worker, or certified direct-entry midwife.

16 * S e c  2 . AS 21.42 is am ended by adding a new section to read:

17 Sec. 21 .42.315. PREFER RED  PRO V ID ER PR O G R A M S. An insurer

18 authorized under AS 21.09 to offer, issue for delivery, deliver, or renew  a disability

19 insurance policy in the state may offer a preferred provider agreem ent to a provider

20  or hospital licensed in this state. A provider or hospital willing to meet the terms and

21 conditions o f the preferred provider agreem ent may not be excluded from  treatm ent

22  as a  preferred provider.

23 * S e c  3 . AS 21.54.020(a) is am ended to read:

24  (a) An insurer may, and upon written request o f  the covered person shall,

•1*



1 w ithin 30 w orking days after receiving a proof o f loss statem ent, pay indem nities

2 under a group disability policy directly to the provider o f the hospital, nursing,

3 m edical, dental, or surgical services. The policy may not contain a provision

4 requiring that services be provided by a particular hospital o r person, excep t as

5 re q u ire d  u n d e r  AS 21.42.315 o r as applicable to a health m aintenance organization

6 under AS 21.86. If  the insurer pays indem nities to the covered person  afte r the

7 covered person has given the insurer written notice in the proof o f loss sta tem ent o f

8 an election o f direct paym ent o f indemnities to the provider o f the service, the insurer

9 shall also pay those indem nities to the provider of the service."

10 Page 1, line 4:

11 D elete "S ection  1."

12 Insert "Sec. 4."
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F I S C A L  i N O T E

1995 LEGISLATIVE SESSION
Revision Date:
Title:

STATE OF ALASKA 8ILLNO. HB 266

Health Care Preferred Provider Programs
Department: Commerce and Economic Development 

BRU: Insurance

Sponsor; House Laoor 4 Commerce Committee by Request
Reauestor: House Labor 4 Commerce Committee

Component: Operations

Expenditures/Revenues

COMPONENT SERIAL NO. 

(Thousands of Dollars)

#354

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FYOO ! FY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANO 4 STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

• i

' !1 ■ 1
1 1 !

1 !
1 1
1 !

•
TOTAL OPERATING 0.0 : 0.0 ! 0.0 1 0.0 0.0 I 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts • l
1003 GF Match I ! 1
100' General Fund ! I 1
1005 GF/Program Receipts ! 1 i
1006 GF/MHTIA i ! 1

'Other J J

TOTAL 0.0 ' 0.0 ! 0 .0 1 0 . 0 0 .0 0 .0

Estimate o f any cu rre n t yea r (FY 95) co s t: S 0 .0

POSITIONS
FULL-TIME 0 1 0 1 0 1 0 0 0
PART-TIME ! 1 1
TEMPORARY 1 ;

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

Preparea by: Joan Brown. Administrative O f f i c e r -fTC
Qi'/i'ion: Insurance__________________  f j ____________
Aporpved by Commissioner: W illiam L. Hensley /~s
Agency: Commerce and Economic Oevel6pm^ril

i-— Phone: 465-2597
Date: 3/20/95________

Date; 7 /  7.0 /

PREPARER TO PROVIDE A L L DISTRIBUTION COPIES TO GOVERNOR'S LEG ISLATIVE OFFICE 
For further distribution information, call Ihe Governor's Legislative O ffice
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F IS C A L  N O T E
1996 LEGISLATIVE SESSION
Revision Date:___________________
Title:

STATE OF ALASKA

Sponsor: House Labor & Commerce Committee by Request
Requestor: House Labor & Commerce Committee__________

BILL NO. HB 266

Health Care Preferred Provider Programs
Department: Commerce and Economic Development

BRU: Insurance_________________________
Component: Operations________________________

COMPONENT SERIAL NO. #354

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDFTURES 1

CHANGE IN REVENUES 1 1

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

Estimate of any current year (FY 96) cost: $ 0.0

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

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

Joan Brown. Administrative Officer Phone: 465-2597Prepared by: 
Division: Insurance Date: 2/13/96

Date:Approved by Commissioner: William L. Hensley 
Agency: Commerce and Economic Develop

PREPARER TO PROVIDE ALL^DISTRIBUTION dOPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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F I S C A L  N O T E

1995 LEGISLATIVE SESSION
Revision Dale: ____________________
Title:

STATE OF ALASKA BILL NO. HB 266

Health Care Preferred Provider Programs
Department: Commerce and Economic Development 

BRU: Insurance

Sponsor: House Labor & Commerce Committee by Request
Requestor: House Labor C Commerce Committee

Component: Operations

COMPONENT SERIAL NO. #354

Expenditures/Revenues
OPERATING EXPENDITURES FY 96 FY 97 FT 98 FY 99 FYOO FY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES

FUND SOURCF (Thousands of Dollars)
1002 Federal Receipts
100? GF Match
1004 General Fund
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL 00 0.0 0.0 0.0 0.0 0.0

Estim ate o f any cu rre n t year (FY 95) cos t: S 00

POSITIONS
FULL-TIME _______  o 0 0 0 0
PART-TIME I I
TEMPORARY I

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

Prepared by:
Division:

Approved by Commissioner: 
Agency:

Joan Brown. Administrative Officer
Insurance

William L. Hensley
Commerce and Ecoaomic Developxajon

*AI I

2 ^ : Phone: 455-2597

Û —

Date. 3/20/95_______
Date

PREPARER TO PROVIDE A L L DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution information, call the Governor's Legislative Office
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P o s i t i o n  S t a t e m e n t  -  H B  2 6 6

“ A n  A c t  r e l a t i n g  t o  p r e f e r r e d  p r o v i d e r  a g r e e m e n t s  o f f e r e d  b y  

h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n s . ”

Fairbanks M emorial Hospital and  Denali C enter oppose HB 266. The bill 
appears to be an ti competitive and  no t in  the long term  best in te res t of the 
health  care consumer.

On the surface, th is legislation appears to increase consum er choice. At a 
deeper level, however, the  logic of the  bill doesn’t  stand  the te s t of time, 
volume, and risks, and  in  the  long ru n  , restric ts consum er choice.

The legislation would effectively elim inate contracting by hospitals and 
medical services corporations by pu tting  resources a t  risk  in  a contract, 
subject to another p a rty  piggy backing under the term s th a t  were jointly 
negotiated. No ra tional company would risk  its  financial resources under 
th a t scenario. Consequently, few organizations are going to be in te rested  in 
creating contracts.

C ontracting is one of the  m ost predom inant ways th a t the health  care 
industry  has responded to control its  costs. C ontracting , allows a  supplier to 
offer b e tte r prices and term s to customers. Similarly, m anaged care contracts 
- preferred provider agreem ents - will, in  the longer term , offer b e tte r  prices 
and  term s to the  public.

Alaska is s ta rtin g  to move in  the  direction of m anaged care contracts and  th is 
bill will deal a  severe blow to it. We ask  th a t you do not pass th is bill out of 
committee.

A m em be r o f Lu the ran H ea lth Systems
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B l u e  C r o s s  f i n e d  $ 1 9 , 0 0 0

O L Y M P I A ,  W a s h .  _ T h e  s t a t e
i n s u r a n c e  c o m m i s s i o n e r  h a s  t u n e d  

B l u e  C r o s s  o f  W a s h i n g t o n  a n d  A l a s k a  

$ 1 9 , 0 0 0  f o r  a  n u m b e r  o f  v i o l a t i o n s  o f  

t h e  l a w  g o v e r n i n g  n o n  p r o  f i t  h e a l t h  
i n s u r e r s .  T h e  f i n e  l e v i e d  a g a i n s t  B l u e  

C r o s s  w a s  b a s e d  o n  a  n u m b e r  o f  

c o r p o r a t e  a c t i v i t i e s  t h a t  r u n  c o u n t e r  
t o  t h e  h e a l t h  i n s u r e r ’s  c h a r t e r  a s  a  

n o n p r o f i t  h e a l l l f c a r e  s e r v i c e  
c o n t r a c t o r ,  C o m m i s s i o n e r  D e b o r a h  

S e r i n  s a i d  S t a t e  r e g u l a t o r s  f o u n d  

t h a t  B l u e  C r o s s  i m p r o p e r l y  d e l a y e d  
o r  d e n i e d  p a y m e n t  o n  s o m e  c l a i m s ,  

d lc T  h o f  p a s s  o n  d i s c o u n t e c T h o s p i t a l  
p a 'y i n i e n t s T o 's u b ' s c Y l b c r s > i m p r o p e r l y  
a d 'v c T I T s e c T l i s  a  h e a l t h '  i T i a  i n  t e n  a  n e e  
o r g a n i z a t i o n  a n d  d i d  n o t  s e e k  
r e q u i r e d  a p p r o v a l  f r o m  t h e  i n s u r a n c e  

c o m m i s s i o n e r  o n  c o r p o r a t e  c h a n g e s .
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Sep.27 ’ 95 11:23 EG00 DR. UORRELL TEL 561-2594 P. 1

PAUL M . W ORRELL, M.D.

INTERNAL MEDICINE 
UNIVERSITY PROFESSIONAL CENTER 

3030 LAKE OTIS PARKWAY 
ANCHORAQE. ALASKA 90306 

301-4402

September 27, 1995

D ea r  Representative Rokeberg:

I" think the legislation for A n y  Willing Provider is needed to give 

balance to the medical community, I can not come to the h e aring on 

September 27, .1 certainly appreciate you holding a hearing on  this 

bill and appreciate your efforts to continue to wor k  for its 

passage.

P a u l  M. Worrell, M.D.

ptow:pk


