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UNIVERSITY OF ALASKA

UNIVERSITY OF WASHINGTON -WWAMI MEDICAL PROGRAM

The State of Alaska and the University of Alaska have a contract with die University of Washington to
provide medical school services and opportunities through a regional program extended to Western states
that do not have their own medical schools (Washington, Wyoming, Alaska, Montana and Idaho). The
WWAMI consortium provides reserved seats in the UW medical school for students from the WWAMI
states as well as medical services, programs, and access to healdi care that would not otherwise be available
without an in-state medical school. WWAMI students attend the first year of the program at in-state
universities and subsequent years at the University of Washington.

For the seventh year, die UW medical school is ranked as die #1 medical school for primary care, rural medicine

and far ily medicine by the U.S. News and World Report ranking of medical schools. These are die specialties
that that Alaska needs and diey are die specialties selected by die vast majority of WWAMI students.

STATE COST FOR PA VTION:

Costs for participation in die WW/”. U program are derived by dividing die actual cost of the program
among die participating states. The FY99 costs for Alaska are as follows:

2nd year students (10) 5421,987
3rd year students (10) 416,234
4di year students (10) 265,248
WWAMI program admin 163,950
Community clinical units 87.581
TOTAL S1,355,000

UNIVERSITY OF ALASKA COST FOR FIRST YEAR MEDICAL PROGRAM:

Expenditures: S751.163 Revenue: Sb55,1S5  GF
95.978  Tuition/fees

$751,163 TOTAL

WHAT DOES ALASKA GET FOR ITS MONEY?

1 Ten seats/year reserved for Alaskans: As in-state pressure increases on medical schools, it has
become extremely difficult for out-of-state students to gain admittance, regardless of qualifications.

2. Clerkships/Preceptorsh’ps in Alaskan communities: Dozens of WWAMI students each year are

working widi doctors and in clinics and hospitals around Alaska. These opportunities are part of the
student's training, but also contribute significantly to the quality of Alaska’s health care. ($500.000/yr)

3. Specially Clinics: In 1998 sixty days of specialty clinics were held in Alaska. The clinics bring
UW doctors together with Alaskan doctors and patients to review particularly complicated cases. (575.000/yr)

4. WWAMI Rural Telemedicine Network: Using videoconferencing technology, niral providers and patients
can talk directly with consultants while electronically exchanging information and images. ($200,000/yr)

5. Physicians Assistance Program: UW Mcdex program is working with UAA’s WWAMI program
to develop a physician’s assistance program that is expected to be operational at UAA in 1999. (.$50,000)



6. Alaska Family Practice Residency: Alaska’s affiliation with WW AM | has allowed Providence
Hospital to establish a family practice residency program that will generate million: of dollars a year to the
Anchorage area, and provide training in Alaska’s highest health care field.

1. Professional Development/Consultations: The WW AM | affiliation provides the opportunity
forAlaska doctors to have access to the UW medical school staff for reqular consultations, seminars, and
other professional development activities. (SI11,000/yr)

S. Rural Research Center: WW AM I's Rural Research Center provides consultation on community
health systems, including infrastructure requirements and workforce issues. (575,000/yr)

9, Research on Alaska specific health issues: Through WW AM I, several significant research projects
dealing with Alaska health issues including diabetes, alcohol, and TB are currently underway. (S500,000/yr)

In addition to the training of Alaskan doctors, the return to Alaska from WWAMI
participation is worth at least $1,511,000 per year in medical services and programs.

STUDENT FA’PENSFS/SI'BSIDIKS:

Alaskan students pay die Washington in-state tuition rate of approximately S8,500/yr.
The State of Alaska pays the differential between in-state and out-of-state tuition, approximately S13,000/yr.

HOW THE OTHER WW.AM1 STAIJE3 OPERATE:

IDAHO: State pays out of state tuition differential with no further student obligation.

WYOMING: Tuition differential for years 2, 3, & 4 are converted to loan if students do not
return to state for 3 years.

MONTANA: Students pay a surcharge of 8% of the state’s per student WWAM costs
(approximately S3,000/year) that goes into a Rural Physician Incentive Program
administered by the Board of Regents. Doctors (WWAM I graduates or any others)
who serve in designated medically underserved areas of Lite state may apply to die
Incentive Program for funds to repay their medical education debt.

ALASKA: HB 1(>3 would covert state-paid out-of-state tuition differential for years 1.2, 3 & 4
to a loan if students do not return to Alaska to practice for 4 years.

The total repayment would amount to approximately $60.506 (S121.951 including
interest). Additional medical education debt averages $60,000.

RETURN RATI® OF WWAMI PARTICIPANTS fas of 1997)*

ALASKA IDAHO MOM
State Graduates in Practice 145 283 269
State WW AM | Return to Stale 72 102 114
Stale Return Rate 49.69%i 36% 12.4%
Avg. for 10 Western states w/ mcd schools 40.9%
Odier WAVAMI's Practicing in State 30 57 30
Total WWAMI Return to State 102 159 144
State WW AM I Return Rate 70.3% 56.2% 53.5%

*Wyoming program began in 1997 so no comparable data is available yet.



HEALTH . EDUCATION AND SOCIAL SERVICES COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX V, JUNEAU 99811
HOUSE OF REPRESENTATIVES (907) +465*3759

SPONSOR STATEMENT
SCS CS HB 193 (FIN)

“An Actrelating to financial assistance for students attending
certain graduate education program s; and providing for an

effective date.”

SCS CS HB 193 (FIN) would convert the WWAMI Medical Education Program
into a loan program. WWAMI has been a program of financial assistance
named for the participating states of Washington, Wyoming, Alaska, Montana
and Idaho. In FY 98, over $1,750,000 in general fund dollars were authorized
for this program. Alaska is investing an average of $43,750 per student per
year and yet historically fewer than 50% of these students are returning to

Alaska to practice medicine.

Currently the WWAMI program has no real incentive for students to return to
the state upon completion of their education. The purpose of this bill is to
provide an incentive for these students to return to Alaska bringing the benefit

of their medical training.

If graduate medical professionals who have benefited by this program choose
to return to Alaska to work, SCS CS HB 193 (FIN) has a forgiveness provision
of 20% per year for up to five years of work in their field of medicine.
Conversely, if the recipients decide not to return to the state after terminating
studies under the graduate education program, repayment will be required to
begin not later than six months after the students complete their studies and
are no longer in a medical residency, medical fellowship program, or
performing a service obligation imposed by the National Health Service
Corps, Indian Health Service or the Uniformed Service Scholarship Program.
Those who fail to return and practice in Alaska will pay the tuition differential
represented by nonresident tuition costs, which are only a portion of the fees
that support the WWAMI program.

If participants choose to return to the state later than six months, forgiveness
would only apply to the financial aid that has not yet been repaid to the state.
Converting this program to a loan program and including a provision for loan
forgiveness may be the incentive needed for Alaskans to bring their new skills

back home.
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CS FOR SENATE BILL NO. 170(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION
BY THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:  4/30/97
Referred:  Finance

Sponsor(s): SENATOR TAYLOR
A BILL

FOR AN ACT ENTITLED
"An Act relating to financial assistance for students attending certain graduate

education programs; and providing for an effective date.”

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

* Section I. AS 14.42.030(d) is amended to read:

(d) The commission may enter into agreements with government or
postsecondary education officials of this state or other states to provide postsecondary
educational services and programs to Alaska residents pursuing a medical education.
An agreement with another state must be limited to services and programs that arc
unavailable in Alaska. The commission shall require a person participating in a
medical education program offered under this subsection to agree to the
repayment condition imposed under AS 14.44.040.

* Sec. 2. AS 14.44 is amended by adding a new section to article 1 to read:
Sec. 14.44.040. Repayment condition for medical education program

participants, (a) Except as provided under (b) and (c) of this section, as a condition

SKO170B -1 CSSB 170(11ES)
New Text. Underlined (DELETED TEXT BRACKETED)
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of eligibility for receiving financial aid under AS 14.44.010 - 14.44.040, a program
participant shall agree to receive a portion of the financial aid as a loan, to be repaid
to the state. The portion of the financial aid received as a loan to be repaid Iu the
state is equal to the difference between resident and nonresident tuition at the
contracting postsecondary institution plus interest. The rate of interest is equal to the
12th Federal Reserve District discount rate in effect on March 1 of the year in which
the financial aid is received plus two percentage points. Interest imposed under this
subsection begins to accrue when the person terminates studies under the graduate
education program. Accrued interest shall be added to the principal balance of the
loan at the time the borrower is obligated to commence repayment and at the end of
a deferment period.

(b) If a person required to repay a loan under (a) of this section has graduated
from the graduate education program for which the loan was received and is employed
within the state in the field for which the person received the loan, including
employment within the state in a medical residency program, the loan shall be forgiven
and considered a grant in an amount ec’ial to the following percentages plus accrued
interest:

(1) one year employment, 20 percent;

(2) two years employment, an additional 20 percent;
(3) three years employment, an additional 20 percent;
(4) four years employment, an additional 20 percent;
(5) five years employment, an additional 20 percent.

(c) Repayment under (a) of this section is required to begin not later than six
months after the person terminates studies under the graduate education program,
except that a person who qualifies for forgiveness under (b) of this section is not
required to begin repayment to the state as long as the person remains qualified for
forgiveness unde- (b) of this section. A person employed in a medical residency
program is not required to begin repayment to the state as long as the person remains
in the medical residency program. Forgiveness under (b) of this section only applies
to that portion of the loan that has not been repaid to the state.

(d) If a person meets the qualifying conditions under this section for

CSSB 170(IES) 2 $B01701
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forgiveness after beginning repayment, the repayment requirement is deferred in the
month following qualification for forgiveness. Repayment shall be deferred as long
as the person remains qualified or until the balance of the loan has been fully forgiven.
If the person is delinquent or in default on die person’s regular repayment schedule,
repayment shall continue until the person is current in payments. A period of time
during which the person is making past due payments may not be considered as a
qualifying period for the purpose of calculating forgiveness benefits.

(e) For purposes of qualifying for forgiveness under this section, a person must
be a full-time employee for a period of at least six months in order to qualify for a
prorated forgiveness benefit. In this subsection, "full-time employee” does not include
seasonal or temporary employment.

(f) A person’s obligation to repay the loan under this section ends if the person
dies and is deferred during any period in which a physician certifies that the person
is totally disabled.

(9) This section does not apply to loans received by a person under AS 14.43.

(h) The commission may adopt regulations to implement this section. Except
as provided in this section, regulations adopted under this subsection may not exempt

or defer a repayment required under this section.

*Sec. 3. APPLICABILITY. This Act applies toa person who begins a graduate education
program and who receives financial aid from the state under AS 14.44.010 - 14.44.040, or for
a medical education program under AS 14.42.030(d), on or after July 1, 1997.

* Sec. 4. This Act takes effect July 1, 1997.

SB01708B -3 CSSB 170(IHCS)
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Sponsor Statement
HB 198
Page Two

This temporary fishery opening is based on a one time source of funding that will expire
June 30, 1997. In order to continue this fishery, and to develop the other dive fishery
resources, a stable source of funding is necessary.

The August 1996 red urchin management plan states: "Developing a long-term program to
fund the costs of stock assessment, research arid management remains an outstanding
issue. If sufficient funds are not provided to the department each year, the fishery will not
open." This is the dilemma divers face and House Bill 198 provides a creative and
progressive vehicle to move towards a solution.

House Bill 198 does not mandate but allows the creation of regional dive fishery
development associations for the purpose of developing dive fisheries and creates a
working relationship between the divers and ADF&G to develop annual operating plans.
The legislation is permissive and once a regional association is formed, divers can hold a
ballot election of all interim-use permit holders to answer two questions: 1) shall we
assess ourselves, and 2) at what rate shall we assess ourselves.

If approved by election, divers would be assessed, the state would collect, and the
legislature may appropriate the assessment back to ADF&G. The appropriation will be
based on the mutually developed annual operating budget and plan. ADF&G would then
fund the specific purposes outlined in the legislation for the regional dive fishery
development association and ADF&G.

All the appropriate checks and balances are in place and all parties are held accountable. In
addition, all other fisheries business taxes are collected and deposited into the general fund.

House Bill 198 is a positive step forward by the private sector to support economic
development and diversification without seeking a general fund appropriation. Time is of
the essence. | would appreciate your support of this legislation for passage this session to
keep the economic development for southeast moving forward.



Alaska State Legislature Ihmr AMI
Sidif i il
Jiiiumii, AK 1 11>2
1407) 4(n-3424
Fix (407" 4(0-374)

lii KVIc/ii/uin:
332 Ft''MI Streel
Kcuhik.m, AK 40i)0)
(407) 247-4(72
) ) _ F.ix (407) -25-S54d
Representative William K Williams

SECTIONAL ANALYSIS
CS for House Bill 198(FIN)

“An Act relating to regional dive fishery development associations and to
dive fishery management assessments; and providing for an effective date.

7

Section 1

Sec.16.40.240. Regional dive fishery development associations.

« Allows the creation of regional dive fishery development associations for the purpose
of developing dive fisheries.

e Association becomes qualified if the commissioner of Fish & Game makes the
following determinations:

1. itis incorporated as a nonprofit corporation;

2. represents commercial divers in the region; and

3. the board has representation from each of the significant commercial
dive areas in the region; a processor of dive fishery resources;
and, a representative of the municipalities in t! e administrative
area.

Section 2

Sec.43.76.150. Dive fishery manager it assessment.

« Allows the divers to first form an association. The association then holds an election to
determine their rate of assessment from rates (1%, 3%, 5%, 7% of value) set forth in
the bill.

. If the association forms, determines to assess themselves at a certain rate, then this

portion of the bill provides for the collection of this assessment by the Department of
Revenue.



Sec. 43.76.160. Election to approve, amend, or terminate dive
fishery management assessment.

» This section mirrors other language currently in statute. It outlines the time line, what
must appear on the ballot. The commissioner of Fish & Game certifies the results of
the election.

» This section also provides the same procedure for amending or terminating an
assessment by the regional dive association.

Sec. 43.76.170. Amendment of dive fishery management assessment.

» Allows the Department of Revenue to amend a dive fishery management assessment if:

1 25% of the number of persons who voted in the original election present
a petition to the commissioner of Fish & Game;

2. anelection is held asking the question to amend;
3. amajority votes to amend; and
4. the regional association provides proper notice.

Sec. 43.76.180. Termination of dive fishery management
assessment.

» Allows the Department of Revenue to terminate a dive fishery management assessment
if:

1 25% of the number of persons who voted in the original election present
a petition to the commissioner of Fish & Game;

2. an election is held asking the question to terminate;
3. a majority votes to terminate; and
4. the regional association provides proper notice.

Sec. 43.76.190. Collection of assessment. (Follows current method in
statute.)

» Requires assessment to be collected at point of sale.
» Requires quarterly remittal to Department of Revenue.
* Requires the maintenance of buyer records.

» Requires the “owner" of the fishery resources to remit the assessment and maintain
records if they remove the fishery resource from the state.

e Assessment deposited into general fund.



Sec. 43.76.200. Funding for qualified regional dive fishery

development associations.

Provides for appropriation of revenue to ADF&G for funding of qualified regional dive
fishery development associations.

The assessment collected in a particular administrative area will be returned to that
administrative area.

Funds may be expended by regional association for costs of management, research,
and planning for dive fisheries and for the administration of the association.

Requires associations receiving funding to:

1. to develop an annual operating plan with the cooperation of ADF&G;
2. plan must describe activities for which funds will be spent including:
a. identification of species and areas for bioassessment surveys;
b. description of management and research activities to be
performed by both the regional association and ADF&G.

Funds appropriated to ADF&G for the regional association cannot be spent by either
the association or ADF&G (except for administration costs of the association) unless
both parties have approved the annual operating plan.

Requires an annual financial report to be submitted by the association to ADF&G.

Sec. 43.76.210. Definitions.

Provides definitions for the legislation.

Section 3

The bill will become effective upon passage.
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House Bill 199
Sponsor Statement

Income tax advantage of community property

A person who owns assets with his or her spouse as community property in one of the
nine community property states (Louisiana, Texas, New Mexico, Arizona, California,
Nevada, Washington, Idaho, and Wisconsin) has a major income tax advantage over a
married person who owns assets with his or her spouse hut that are not community
property. This advantage results from the incongruous operation of the step-up in basis
rule. This rule is one of the few, if only, income tax advantages that a person’s estate

receives upon his or her death.

The best way to explain the step-up in basis rule is to start with an example of a single
person in Alaska on her death bed who twenty years ago paid $10,000 for a homestead
that is presently worth $110,000. If the person sold the homestead before she died, she
would realize a long-term capital gain of $100,000. The gain would be subject to a
maximum capital gains tax of 28%, or $28,000. On the other hand, if the person decided
not to sell the homestead and died the next day, the $100,000 profit would be forgiven.
This means that her heirs could sell the homestead for $110,000 and pay no income taxes!
This is because the original cost basis of $10,000 is "stepped-up" to $110,000, the fair
market value of the homestead at death. If the homestead is sold for $110.000 with its
new basis of $110,000, there is no gain and no income taxes will be owed.

The step-up in basis rule go's more complicated when a married couple is involved. If we
assume that a married couple in Alaska bought the homestead twenty years ago for
.$10,000 and held title as husband and wife, then each would own one-half of the
homestead. If the husband was on his deathbed and the couple sold the homestead before
the husband died for its current fair market value of $110,000, the couple would realize a
$100,000 long-term capital gain just like the single person did. However, if the husband
died and the wife inherited his half of the homestead and then sold it. she would only
realize only a $50,000 long-term capital gain. This is because the profit in the husband’s
half of the homestead would be forgiven by the step-up in basis rule. The husband's half
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of the homestead would get a “step-up” in basis to $55,000. When the husband's half was
sold for $55,000 there would be no gain. However, the wife would have a gain on the sale
of her half of the homestead. Her half of the homestead would have a basis of $5,000
(one-half of the original cost basis of $10,000). When this half was sold for $55,000, the
wife would realize a $50,000 long-term capital gain and would pay a maximum of
$ 14,000 of income taxes (28% of $50,000).

If, on the other hand, the couple lived in a community property state like Washington, the
income tax savings would be even greater. If the homestead was community property
under Washington law, for example, the wife would get a step-up in basis in both halves
of the homestead to $110,000. After her husband’s death when she sold the homestead for
$110,000 she would pay no income taxes! In contrast, in the prior example of the married
couple in Alaska who owned the homestead that was not community property, the wife
who sold the homestead after her husband died would pay $14,000 of income taxes. In
this way the income tax laws favor spouses in community property states who own assets
as community property over spouses in non-community property states like Alaska who
as a general rule cannot own assets as community property.

Overview of HB 199

This bill will allow married Alaskans to execute a written agreement to recharacterize
their assets as community property, Unlike other states, which have a community property
form of ownership for married persons, Alaskans would have their assets treated as
community property only to the extent they execute a written agreement and elect into a
community property system under Alaska law. In contrast, community property states
mandate the married couple’s assets to be community property unless the spouses elect

out.

The bill not only allows Alaskan couples to enter into an agreement to have some or all of
their assets treated as community property, but it also permits married persons who do not
reside in Alaska to have their assets treated as community property under Alaska law by
executing an Alaskan Community Property Trust. Such a trust must have an Alaskan
trustee. It is anticipated that many married persons who reside outside of Alaska will wish
to label a portion, or all. of their assets as community property because they believe that it
is a more appropriate method of owning their assets and they wish to obtain the income
tax advantages which arc available to community property upon the death of the first

spouse.

Some believe that community property represents a more fair and rational system of
sharing the ownership of property during marriage because it essentially treats the
marriage like a partnership; as assets are earned during the marriage, they are treated as
owned 50/50 by the two partners (the husband and wife). Others believe community
property is not a fair or rational system. Regardless of one’s beliefs, it seems appropriate
to allow Alaskans, and residents of other states, tho freedom to choose the arrangement

that is most appropriate for them.



L t should be em[mmzed hatn asset would be labeled as community ProR under the
|| Rather. the mere aut orizes married persons to execute a Writteh adreement or
trust in which the exg ssly elect to treat some or all of their assets as community
property under Alaska faw.



STATE OF ALASKA

FISCAL NOTE

1998 LEGISLATIVE SESSION

Revision Date:

Title:

Sponsor:

Requestor: House Rules

Expenditures/Revenues

OPERATING EXPENDITURES

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES

FUND SOURCE
1002
1003
1004
1005
1006
Other
TOTAL

Federal Receipts

GF Match

General Fund
GF/Program Receipts
GF/Mental Health

Community Properly

Rep. Ryan and Therriault

FY 99

0.0

0.0

0.0

0.0

Estimate of any current year (FY 98) cost: S

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

Prepared by:

Division:

Approved by Commissioner:

Agency:

Willis F. Kirkpatrick, Director,

Banking, Securities and Corporations

Deborah B Sedwick

Commerce and Economic Development

0.0

0.0

0.0

0.0

0.0

BILL NO.

CSIIB 119 i.1L 1)1

Department: Commerce and Economic Development

BRU: Banking, Securities and Corporations

Component: Banking. Securities and Corporations

COMPONENT SERIAL NO.

(Thousands of Dollars)

FYy 01 FYO02
(
1
0.0 1 0.0
0.0 0.0
0.0 0.0

(Thousands of Dollars)

0.0 0.0

Phone:
Date:

Date:

FY 03 FY 04

0.0
0.0

0.0

00

465-2521

[ vs-yy

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

Pago 1 of 1

0.0

0.0

0.0

00



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street. Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEMORANPIIM March 25, 1997
SUBJECT: Sectional Summary of HB 199, the "community property"” bill (Work

Order No. 20-LS0522\E)

TO: Representative Joe Ryan
Attn: David Pree

FROM: rteresa Bannister
Legislative Counsel

You have requested a sectional summary of the 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. The descriptions of the sections necessarily contain some
generalizations and simplifications. As a result, please keep in mind that the bill itself is the

best statement of its contents.

Section 1. States that community property under the new chapter (AS 34.75) is not included
in the augmented estate. "Augmented estate” is a term used in the state's Uniform Probate
Code to refer to the pot of property from which a surviving spouse can elect to take a one-
third share; the property in the estate is "augmented” by adding to it certain other property
transferred to others by the decedent.

Section 2. Makes an amendment to AS 25.15.010 to show that its provisions are subject to
the new community properly chapter (AS 34.75).

Section 3. Makes an amendment to AS 25.15.020 to show that the section is subject to the
new community property chapter (AS 34.75).

Section 4. Makes an amendment to AS 25.15.050 to show that the provisions of the section
are subject to the new community property chapter (AS 34.75).

Section 5. Makes an amendment to AS 25.15.060 to show that the provisions of the section
are subject to the new community property chapter (AS 34.75).

Section 6. Adds a subsection to AS 25.24.160 (dealing with court judgments in divorce
actions). The new subsection directs the court to distribute the parties’ property under
AS 34.75 according to their community property agreement or community property trust
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under AS 34.75, if they have one. Directs the court to award one-halfof the value of the
community property to each party, unless the parties have agreed otherwise in the

community property agreement or trust.

Section 7. Amends AS 25.24.200(a) (relating to dissolution of marriages) to include
community property under AS 34.75.

Section 8. Amends AS 25.24.310(b) (relating to the payment of attorney fees, costs, and
other disbursements ina child custody, support, and visitation matters) to include community
property in the property that can be used to pay fora minor's legal representation or for other

services.

Section 9. A.mends AS 34.15.110 to make its provisions subject to the section in the new
community property chapter, AS 34.75, that addresses how spouses can hold property. (The
citation should be corrected to read "AS 34.75.110" in both places.)

Section 10. makes an amendment to AS 34.15.130. States that the conclusion that persons
are tenants in common ifthey have an undivided interest in real property is subject to the
provisions ofthe section in the new chapter, AS 34.75, that addresses how spouses can hold
property. (The citation should be corrected to read "AS 34.75.110.")

Section 11. Adds a new chapter related to the property of spouses.

AS 34.75.010. Requires spouses to act in good faith towards each other if the matter
involves community property. Prohibits changing this obligation in a community property

agreement or trust.

AS 34.75.020. Allows a community property agreement or trust to change this chapter's

effect, except for certain listed provisions.

AS 34 7S.030. Limits the classification of property as community property to what the
spouses say in a community property agreement or trust, except where this chapter classifies

property otherwise.

Establishes a presumption that the spouses' property acquired during marriage and after the
determination date (see AS 34.75.900 for definition) is community property, if the spouses'
community property agreement says that all their property acquired during marriage is

community property.
Gives a spouse a one-half interest in community property.

States that if the community property agreement states that all property acquired during
marriage is community property, the income on the property is community property.



Representative Joe Ryan
March 25, 1997
Page 3

States that even if community property is transferred to a trust, it still remains community

property.

States that property is not community property if it is owned by a spouse at the time of the
marriage but before the determination date (see AS 34.75.900 for definition). This occurs
even if the spouses' community property agreement provides that all property acquired
during marriage is community property. However, the community property agreement may
expressly provide differently.

States that certain listed property is individual property if it isowned by a spouse at the time
of the marriage but before the determination date (see AS 34.75.900 for definition). This
occurs even if the spouses’ community property agreement provides that all property
acquired during marriage is community property. However, the community property

agreement may expressly provide differently.

States that appreciation and income of property transferred to a community property trust are

community property ifthe trust says they are.

States that community property held in a trust remains community property when distributed

to the spouses.

States that this chapter doesn't change property classification and ownership rights for
property acquired before or during marriage, except as otherwise provided in this chapter.

AS 34.75.040. Identifies what property one spouse may manage and control alone.

Requires spouses to act together when managing and controlling community property that
is held in both oftheir names (unless held in the allernative--"or").

States that the trust terms determine the management and control rights of community

property transferred to a trust.

States that management and control rights for community property don't determine the
clas '"cation of the property and don't rebut the presumption in AS 34.75.030(b).

States that management and control rights to community property do not permit gifts, except
as provided in AS 34.75.050.

States that management and control rights arc not affected by this chapter if the properly is
acquired before the determination date (see AS 34.75.900 for definition). Makes an
exception to the extent provided otherwise in a community property agreement or trust.
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Allows a court to appoint a conservator or guardian to handle the management and control

rights of a disabled spouse.

AS 34.75.050. Prohibits one spouse acting alone from giving to a third party community
property that the spouse manages and that is over $1,000 (in one calendar year), or is a larger
amount unless the amount is reasonable considering the economic conditions of the spouses.

Subjects a gift not allowed under (a) of this section to a court action allowed under (d) unless
both spouses actjointly or the gift is ratified by the other spouse.

Considers that the spouses have acted together when one spouse makes a gift, if either of

certain U.S. gift tax activities occur.

Allows one spouse to bring a court action against a spouse making a gift that doesn't satisfy
(a), or against the recipient of the gift, or both. Requires the action to be begun within a
certain time. Characterizes a recovery during marriage as community property. Limits a
recovery after dissolution or death of one spouse to one-half of the value of the gift and

makes this recovery' individual property.

AS 34.75.060. Allows spouses living in this state to classify all or part of their property as
community property by using a community property agreement.

Allows spouses, even if not living in this state, to classify all or part of their property as
community property by transferring the property to a community property trust that states

that the property is community property.

AS 34.75.070. Establishes a presumption that an obligation incurred by a spouse during
marriage is incurred in the interest of the marriage or family.

Restricts the satisfaction of a duty of support owed to the other spouse or child of the
marriage to community property and the spouscs’ non-community property.

Restricts the satisfaction ofan obligation incurred by a spouse in the interest ofthe marriage
or family to community property and the non-community property of the spouse.

Restricts the satisfaction of certain obligations attributable to obligations, acts, or omissions
before marriage to the non-community property of the spouse and certain community

property.

Restricts the satisfaction of certain other obligation incurred by a spouse during marriage to
the spouse’s non-community property and the spouse's interest in community property.
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States that this chapter doesn't change the spouses' relationship with their creditors with
regard to property or obligations existing before the determination date (see AS 34.75.900

for definition).

Makes binding on a creditor a writing signed by the creditor that reduces the creditor's rights

under this section.

States that creditor rights are not affected by a community property agreement or trust, unless
the creditor knows about the effect when the obligation to the creditor is incurred. Prohibits
changing the effect of this subsection by a community property agreement or trust.

States that this chapter doesn't affect a property exemption available under another law.

Sec. 34.75.080. Protects persons who are bona fide purchasers (in general, good faith
purchasers for value without notice ofa problem or adverse condition) in their transactions
with spouses. States that notice ofa community property agreement or trust, a marriage, or
a marriage termination doesn't change the purchaser's status as a bona fide purchaser.
Provides that certain community property purchased from one spouse by a bona fide
purchaser is purchased free of any claim of the other spouse; prohibits changing this

provision in a community property agreement or trust.

Sec. 34.75.090. Establishes certain requirements for and features of community property
agreements. An agreement must be in writing, be signed, and make some property
community property. Consideration (each spouse receiving something, usually money) is
not needed for the agreement to be effective.

States that the agreement may not adversely affect a child's right to support.
Identifies various items that the spouses may agree on in the agreement.
Provides for the amendment or revocation of the agreement.

Allows persons who are not yet married to enter into an agreement, but prevents the

agreement from becoming effective until they are married.
Establishes when community property agreements are unenforceable.

Provides that a court is the entity that determines whether an agreement is unconscionable

(grossl) unfair to one spouse).

Sec. 34.75.100. Establishes certain requirements for and features of community property
trusts. To be a trust, it must be signed and state that some of the property transferred to the
trust is community property, and one trustee must meet the qualifications given under the
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section. Consideration (each spouse receiving something, usually money) is not needed for

the trust to be effective.

States that the trust may not adversely affect a child's right to support.
Lists various items that the spouses may agree on in the trust.
Provides for the amendment or revocation of the agreement.
Establishes when community property trusts are unenforceable.

Provides that a court is the entity that determines whether a trust is unconscionable (grossly

unfair to one spouse).
Requires the trustee to maintain certain records.

Sec. 34.75.110. Establishes how spouses may hold their property. Includes some new
methods, e.g. holding separately or together as community property or holding as
"survivorship community property” (where surviving spouse receives the other spouse's
community property interest automatically). Provides for holding property as individual

property.

Sec. 34.75.120. Prevents the issuer of an insurance policy from being liable because it
makes payments or takes other actions on the policy, unless the issuer actually knew that the
payments or actions were inconsistent with a community property agreement or trust or

certain adverse claims.

Establishes some rules for how to classify the ownership of life insurance policies and

proceeds.

States that this section does not affect a creditor's interest in a policy (or its proceeds) that
is transferred or made payable to the creditor as security for an obligation.

States that this section does not affect the ownership interest or proceeds ofa policy unless
a spouse is listed as an owner and community property is used to pay a premium on the

policy.

Sec. 34.75.130. Provides that other property becomes community property if it is mixed
with community property and if it can't be traced (or except as provided in AS 34.75.110).

Provides that under certain conditions the individual property of one spouse is changed to
community property ifthe other spouse contributes effort, skill, activity, etc. to the separate

property.
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Sec. 34.75.140. Gives a spouse a claim against the other spouse for failing to act in good
faith, if the failure damages the claimant's community property interest.

Allows a court to order an accounting of the spouses' property and obligations. Allows a
court to make certain listed determinations about the spouses' property.

Allows a court to order the addition of a spouse’'s name to the title of community property
held in the name of only one spouse, except for certain listed property.

Requires a spouse to bring a court action against the other spouse under (a) within three
years.

Sec. 34.75.150. After the death of a spouse living in this state and under certain
circumstances, treats as community property the property that can be traced to certain
recoveries of the decedent for a loss of earning capacity.

Sec. 34.75.160. Directs that this chapter is to be applied and construed uniformly with the
laws on this same subject in other states and to be applied and construed to achieve its

general purpose.
Sec. 34.75.900. Defines the terms in the chapter.
Sec. 34.75.995. Gives the chapter the title "Alaska Community Property Act.”

Section 12. Describes how a section in the new chapter changes an Alaska Rule of
Evidence.

Section 13.  States that the provision in this bill that amends court rules only takes effect
if the section describing how it amends the rule receives the necessary super-majority vote.

Section 14. Gives the bill an immediate effective date.
If I may be of further assistance, please advise.

TLBrjdr
97-218.jdr



M EM ORANDUM

T0: Representatives and Senators
FROM: Representative Joe Ryan
SUBJECT:  "Community Property Bill"

DATE:

This memorandum provides an Executive Summary and a more detailed
Overview of the Community Property bill. The bill is designed, among other things, to
allow married Alaskans to obtain an income tax advantage available to residents of nine other

states and to produce business in Alaska,

Executive Summary

Nine states of the United States provide for married persons to hold assets
acquired during the marriage as community property. These states are Louisiana, Texas,
New Mexico, Arizona, California, Nevada. Washington (state), Idaho and Wisconsin. Under
community property rules, most assets acquired during marriage by the husband or by the
wife are owned one-half by the husband and one-half by the wife. This rule applies
automatically, subject to certain exceptions. However, the husband and wife may execute a
written agreement to elect not to have their assets treated as community property. If they
elect for their assets not to be treated as community property, each asset will belong to the

spouse who acquires it and no part of it will be owned by the other spouse, as a general rule.



When a property owner dies, the inherent profit (e.g., capital gains) in his or
her assets is forgiven for income tax purposes. This is referred to as the "income tax-free
set-up in basis”. This forgiveness of income tax liability applies only to the assets which the
decedent owned at death. For example, if a husband and wife own property together, only
one-half is treated as own by the spouse who dies first and the inherent profit (e.g., capital
gains) is forgiven only with respect to that one-half. The capital gain is not forgiven in the
half which was already own by the surviving spouse.

Even though community property is also treated as owned by one-half by the
husband and one-half by the wife, the inherent profit (e.g., capital gains) in 100% of the
community property asset is forgiven when the first spouse dies. This rule has been
contained in the Internal Revenue Code for decades and is unlikely to be changed. It means
that a person who owns assets with his or her spouse as community property has a major
advantage upon the death of the first spouse to die over a married person who owns assets
with his or her spouse but which are not community property.

One of the purposes of the bill is to allow married Alaskans to execute a
written agreement to recharacterize their assets as community property. Unlike other states
which have a community property form of ownership for married persons, Alaskans would
have their assets treated as community property only to the extent they execute a written
agreement and elect into a community property system under Alaska law. In the current
community property states, the law mandates the married couple’s assets to be community

property unless the spouses elect out. Because the change of ownership to community



property can have extremely far reaching effects, it is appropriate to allow Alaskans to elect
into the system if they wish to arrive the benefits of ownership of community property as
well as to obtain the income tax advantage for community property when the first of them
dies, but not to mandate the use of a community property system.

The bill not only allows Alaskan couples to enter into an agreement to have
some or all of their assets treated as community property, but it also permits married persons
who do not reside in Alaska to have their assets treated as community property under Alaska
law by executing an Alaskan Community Property Trust. Such a trust must have an Alaskan
trustee. It is anticipated that many married persons who reside outside of Alaska will wish to
label a portion, or all. of their assets as community property because they believe that is a
more appropriate method of owning their assets and they wish to obtain the income tax
advantages which are available to community property upon the death of first spouse to die.

It should be emphasized that no asset would be label as community property
under the bill. Rather, the bill merely authorizes married persons to execute a written
agreement or trust in which they expressly elect to treat some or all of their assets "

community property under Alaska law.

Detailed Overview
Some Background on Ownership of Property Between Married Persons. All
jurisdictions provide special rules for the treatment of assets acquired or owned by

individuals while they are married. Many countries throughout the World provide



"community property" treatment of assets acquired during marriage. Under a typical
community property system, all assets acquired by a husband or wife during the marriage are
treated as community property. (Assets brought to the marriage, as well as gifts and
inheritance received during the marriage, are generally excluded from being treated as
community property.)

Essentially, community property is treated as own one-half by the husband and
one-half by the wife. Therefore, if the couple divorces, each receives one-half of the
community assets. Under community property rules, the first spouse to die is permitted to
dispose of his or her one-half interest in the property and, usually, the surviving spouse is
not given any rights to the one-half which is dispose of upon the death of the first spouse to
die. Rather, the survivor already owns one-half interest in the community assets.

Nine states in the United States used the community property system. These
states were, as a general rule, ones originally colonized by the Spanish or the French. Spain
and France had a community property system. Wisconsin, in 1984, adopted community
property by enacting the Uniform Martial Property Act, a uniform law providing for
community property treatment.

The other states of the United States use, in large measure, a system derived
under English law. That law provided for no division of property upon divorce, although
virtually all states, including Alaska, now allow the courts to reallocate assets between the
spouses in the event of a divorce. Under English law, a type of temporary property interest

(known as dower widows and courtesy for husbands) was granted to a surviving spouse.



Almost all states which used the English system, including Alaska, have modified that rule to
provide for a minimum or elective share to be taken by a surviving spouse.

Spouses May Vary Rights Bv Contract. Not infrequently, individuals, prior to
or after marriage will agree on a division or sharing of their assets different from the rules
which would otherwise apply under local law. One of the reasons for that is that the couple
may move. For example, a couple may reside in the state of Washington (a community
property jurisdiction) at the beginning of their marriage but then move to another state (such
as Alaska) which does not provide for community property. A couple may well decide that
they want community property to apply whether or not they moved to a non-community
property state, for example.

Essentially, a couple which does not live in a community property state can
enter into a written contract to have their property owned as though it were community’
property in all respects. That would give them the sharing benefits of community property
but it would not provide them with certain income tax advantages of community property
which will be discussed later.

Taxes and Community Property. Community property has been very well
favored under the Internal Revenue Code. Based upon a decision of the Supreme Court of
the United States in the 1930’s, the tax law must respect the fact that community property is
own one-half by the husband and one-half for the wife. Prior to 1948, that meant that a
married couple in a community property state would pay less income tax than a couple in a

non-community property state because the couple in the community property state were able



to treat their income as being equally divided between them. Because income tax rates
increase as income increases, the community property couple usually could have their income
taxed at the lowest range of income tax rates. Also, before the allowance of the estate tax
marital deduction, only one-half of the couple's community property was subject to estate tax
when the first spouse died. However, individuals who resided in non-community property
states had to pay tax on their entire assets because under local law those assets were treated
as own entirely, and not just one-half, by the spouse dying first.

These advantages were regarded as so significant that after World War Il
several states adopted or had legislation pending to adopt a community property system for
married couples in those states. In 1948, the Congress amended the Internal Revenue Code
to provide, essentially, the same income tax treatment for income of a married couple in a
non-community property state as that provided for a couple in a community property state.

In addition, the Congress allowed a marital deduction equal to one-half of the estate of a
spouse to die for non-community property assets. That, in effect, put a married decedent in
a non-community property state on the same footing, for estate tax purposes as a married
person who died with community property. (Today the marital deduction is not limited to
one-half of the estate.)

Major Remaining Income Tax Advantage for Community Property. While
there continues to be some modest other advantages under the tax law for community

property, one major difference remains. That difference relates to the income tax basis of

inherited property.



Under Section 1014(a) of the Internal Revenue Code, the income tax basis of
an inherited asset is equal to its estate tax value, as a general rule. Because property tends to
appreciate over time, the effect of this section is to forgive the inherent profit (such as capital
gains) in the asset when the owner of the property dies. For example, an individual buys
Microsoft stock when it is worth S20 per share. She dies when it is worth $100 per share.

If she had sold during her lifetime, she would have had to pay capital gains tax on the $30
profit on each share sold. However, if she dies when the stock is worth $100, her heirs will
measure their gain from $100. The $80 profit is entirely forgiven for income tax purposes.

This automatic change in income tax basis upon death only applies to assets
includable in the estate of an individual. Hence, when a married person dies, only the assets
includable in the his or her estate are entitled to the change in income tax basis treatment.
The Internal Revenue Code provides that only one-half of an asset jointly owned by husband
and wife is includable in the estate of the first of them to die. However, if the asset were
community property the income lax basis in the entire asset changes to estate tax value when
the first of them dies.

Advantages and Disadvantages of Community Property. Some believe that
community property represents a more fair and rational system of sharing the ownership or
property during marriage because it essentially treats the marriage like a partnership: as
assets are earned during the marriage, they are treated as owned 50/50 by the two partners
(the husband and wife). Others, believe community property is not a fair or rational system.

In any ease, whether the couple resides in a community property state or non-community



property state, they may, by executing a written contract, choose to treat their property as
though it is not community property or to provide for a treatment which is identical to
community property. However, the favorable change in income tax basis under the Internal
Revenue Code is permitted only for assets which are treated as community property only if
the property "represents ... community property ... under the community property laws of
any State...." Internal Revenue Code Section 1014(b)(6). Hence, merely providing by a
written contract for assets to be treated in a way similar to community property will not
cause them to be treated as community property under the Internal Revenue Code because
they are not community property under state law . By allowing Alaskan couples to treat
their assets as community property under Alaska law. the assets should be treated as
community property for purposes of the Internal Revenue Code. This, in essence, will allow
married Alaskans to obtain the same benefits which are available to couples in the current
nine community property states. However, no couples’ assets would be reclassified as
community property under Alaska law except to the extent the couple enters into a written
agreement providing for such treatment under Alaska law.

What the Bill Would and Would Not Do. Community property laws of the
states which have them apply automatically to the assets of a married couple unless and
except to the extent that the couple elects out of community property treatment. Whether
one believes that community property represents a better or worst form ol ownership, a
change to a community property system would be farreaching. Therefore, under the bill, the

nature of assets owned by an Alaskan couple would not be changed unless and except to the



extent they enter into a written agreement (or trust) in which they label certain, or all, of
their assets as community property. Therefore, a couple must elect into community property
in order for the law to have any impact on their assets. Therefore, the bill will have no
impact on a couple unless they voluntarily enter into a written agreement in which they
expressly label some or all of their assets as community property.

A married couple may enter into a community property agreement if they are
both Alaskans. If neither spouse, or only one of the spouses is an Alaskan, the couple may
choose to classify certain of their assets as community property by transferring them to an
Alaska Community Property Trust.

More Information. The Bill is derived from the Uniform Community Property
Act. Wisconsin adopted that act in 1984. However, under the Uniform Community
Properly Act, all assets of the couple are automatically relabelled as community property
(subject to certain exceptions) merely by reason of the enactment of the law. Therefore,
couples who do not wish for their assets treated as community property have to elect out by
written agreement. Therefore, if one spouse does not wish to change the nature of their
property from community property to another form, he or she can prevent the reclassification
from occurring. Under the bill, the opposite would occur. The enactment of the bill would
have no impact on the treatment of property owned by a husband and/or wife. Only if the
husband and wife enter into an agreement (or trust) after the enactment of the bill to treat

part of their assets as community property would a change in the nature of their assets occur.
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In accordance with the Uniform Community Property Bill, its provision
require that the spouses act in good faith toward each other with respect their community
asset. The bill also prevents the use of the community property agreement or the community
property trust to interfere or to hinder the rights of the creditor or to reduce the obligation of
child support of a parent. The bill provides certain rules for the treatment of community
property. For example, it provides that one spouse alone cannot make a gift to a third party
of community property unless the value of the community property given does not exceed
more than $1000 in a year or larger amount if, when made, the gift is reasonable in the
amount considering the economic position of the spouses. (This provision is derived from
the Uniform Community Property Act.) Also, community property would automatically be
divided 50/50 upon divorce. Courts could not reallocate the assets in another way.

However, all of these rules, subject to the safeguards for creditors, child support payments
and acting in good faith, may be modified by the couple. Because the couple will be able to
label their assets as community property only by a written agreement, they will have an
opportunity to vary the rules, which otherwise are provided under the bill, to the extent they
desire, in their community property agreement or community property trust. Therefore, even
the rules which would be provided under the bill will not apply unless the couple executes
the community property agreement or community property trust and they do not provide in

their agreement or trust for alternative or different treatment than that provided under the

bilk



C. Trustee Provisions. The following trustee and trustee power provisions should be
included, at minimum:

This Trust shall at all times have as Trustee or at least one Co-Trustee a person, bank or
trust company which is a "qualified person” under Alaska Statutes. The duties ofsuch
Trustee or Co-Trustee shall at all times include, at minimum, maintaining records for the
Trust on an exclusive or nonexclusive basis, preparing or arranging for the preparation
of onan exclusive or nonexclusive basis, the Trust's annual income tax return, and part
or all ofthe administration (including physically maintaining trust records) occurs in

Alaska.

The Trustee shall at all times have some or all ofthe Trust assets, within the meaning of
Alaska Statutes Section 13.36.055(c)(1), deposited in Alaska.

C. Spendthrift Provision. The usual spendthrift provision should be modified to make
reference to the interest ofthe grantor and to Alaska law, as follows:

No interest inthe income or principal ofany portion ofthe Trust property shall be subject
to any form of voluntary or involuntary transfer, alienation or hypothecation by any
beneficiary, nor shall any such interest or property otherwise be or become subject to the
claims or liens ofany person until such time as the property has actually been distributed
in accordance with the terms ofthis instrument. This prohibition is intended to prevent
all voluntary and involuntary dispositions by any beneficiary, specifically including the
Grantor, ofany part ofany interest with respect to a portion or all ofthe trust property in
any manner, as provided for under Alaska Statutes § 34.40.110.

D. Controlling Law. Finally, the following should be included:
This Trust shall be controlled in all respects by the laws ofthe State of Alaska.

Ifaprimary purpose ofthe trust is asset protection, the wise drafter should also include a typical
flee clause, directing transfer ofthe trust situs and controlling law to an offshore jurisdiction if attachment

by creditors looms.
VI. Alaska Family Limited Partnerships and LLC's

Alaska has also modified its statutes in 1997 relating to limited partnerships and limited liability
companies to make the state a more desirable location for forming family limited partnersliips and LLC's.
Internal Revenue Code Section 2704(b) can restrict valuation discounts that arc based upon provisions
in governing documents that are more restrictive than applicable under state law, so choosing a state with
favorable law is vital for maximizing valuation discounts. Alaska's changes and other existing features

include:

a. No Limited Partner "Put" Right. In the past few years, many states, including Florida.
Georgia, Delaware, Nevada and Colorado, have eliminated the six-month limited partner "put" right found
in the Revised Uniform Limited Partnership Act ("RUI.PA"). Alaska has followed suit, and current AS



32.11.250 provides that a Limited Partner has no withdrawal right unless the partnership agreement
provides for one.

b. Unlimited Life. Limited partnerships and LLC's are perpetual as long as there is at least

one partner/member.

c. Court Ordered Liquidation, Under the laws ofmost states, a court can order the liquidation
ofa partnership or LLC for "any equitable reason.” AS 32.11.380 provides that a court can only order
the liquidation ofa limited partnership or LLC only if it is impossible for the entity to continue to operate.

d. Amendment of Partnership Agreement. A limited partnership or LLC agreement may be
amended only with unanimous consent of all partners or members.

Alaska does notimpose any income or intangibles tax on limited partnerships or limited liability
companies. Filing lees are S150.00 for a limited partnership or for a limited liability company, and there
are no annual report fees. Corporate Information Services (phone: 360-754-9333, fax: 360-754-5781)
charges $90.00 to form the entity, and a $165.00 annual Registered Agent fee.
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The Alaska Asset Protection Trust

S ummary
On April 2,1997, Alaska began compering for business with such offshore

jurisdictions as Barbados, Belize, the Cayman Island-, the Channel Islands,
the Cook Islands, and Nevis, The state legislature enacted a law authorizing
the Alaska Asset Protection TYust'

Advantages. The intended advantage of this trust is shelter from certain creditor
claims. Shelter would be most likely to occur against future creditor claims, due to
Alaska’s retention of the fraudulent conveyance doctrine.5 A settlor can transfer
property into this type of trust, protect the property from these types of claims, and
retain a degree of benefit and control over uust property.

Limitations. There are two basic limitations of this trust: (1) at least four years
must pass after funding the trust before the statute of limitations extinguishes fraud-
ulent conveyance claims, and (2) the settlor must surrender a significant degree of
control over trust assets.

Surrender of control occurs in several ways: (1) the settlor must not retain a
power to terminate or revoke the trust, (2) the settlor cannot dictate distributions
from the trust, (3) the settlor cannot serve as trustee, (4) the settlor cannot be the
only beneficiary, and (5) the settlor’s beneficial interest can be only that of a discre-
tion” beneficiary. Itis up to the trustee—someone other than the settlor—'to
decide whether the settlor should receive any distribution from the trust

Indirect Retention of Control. The settlor might retain some measure of indirect
control over trust assets. Two optional features can be authorized m the trust instru-
ment: (1) the settlor’s power to veto distributions and (2) the settlor’s special testa-
mentary power of appointment over trust assets.

Dynastic Estate Planning. The Alaska Asset Protection Trust could also facili-
tate estate plans intended to cover multiple generations of beneficiaries.

Powers That Might Be Retained by the Settlor

Veto Power. The first optional feature is the senior's power to forbid discre-
tionary distributions. This is not a power to prescribe distributions but rather to pre-
vent them if they do not meet with the settlor’s approval. AS 34.40.110{bX2).

Testamentary Special Power of Appointment. Second, the trust instrument can
reserve for the senior a testamentary power to appoint crust assets to persons other
than the settlor's creditors or estate. Id. Power that the senior surrendered during
life—the affirmative power to dictate distributions—would return to the settlor upon

death.
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Distributions by Consent. These two optional features might
lead to distributions that were indirectly prompted by the sett-
lor. The trustee— probably a financial institution— would
receive some sort of consent from the beneficiaries to distribu-
tion of trust assets to whichever beneficiaries were specified.
The settlor might be the only beneficiary specified to receive a
distribution.

Friendly Trustee. As a legal matter, the trustee would haye
power to disregard such promptings. In fact, it would be pru-
dent for the trust instrument not even to mentioa such proce-
dures. As a practical matter, however, the trustee would have
good reason to act as a so-called “friendly trustee”” and cooper-
ate with any reasonable suggestion from the beneficiaries. As
further assurance of harmony between trustee and beneficiaries,
there could be a “trust protecter” provision for removing and
replacing an uncooperative trustee.

Cooperative Beneficiaries. Also as a legal matter, some ben-
eficiaries could oppose a request for distribution that was initi-
ated by tho settlor for the settlor's benefit. In practice, howev-
er, beneficiaries would be persons whom the settlor had select-
ed and whom would have a strong incentive to cooperate with
the settlor. The incentive would stem from the settlor’s retained
powers to veto distributions and to appoint ultimate distribu-
tions by means of a will.

This arrangement may work to protect the settlor’s assets
from creditors. It may also help the settlor to retain some indi-
rect benefit and control over those assets. The separate issue of
estate tax consequences is discussed later in this article.

Hoyt This Differs from the Law of Most States

The Predominant Rule. The predominant rule of law
throughout the United States is that a transfer into oust is void
or voidable against the settlor's creditors, if the settlor is enti-

‘tied to distributions bora the trust or is even eligible for discre-
tionary distributions. This is the rule of the Restatement"
(Second) of Trusts 8§ 156(2) (1959). It appears to be the law of
Oregon.

Until this year, the only recent departures from this rule were
a couple of tax decisions of uncertain application from
Maryland and Indiana. In re Uhi's Estate, 241 F2d 867 (7th Cir
1957); Estate of German v. United Stales. 85-1 USTC (CCH)
13,610 (CI Ct 1985). Americans preferred to entrust billions of
dollars to locations outside of the United States, in jurisdictions
offering clear statutory protection.

The Alaska Rule. Now Alaska offers statutory protection. A
settlor can make a lifetime transfer into an Alaska Asset
Protection Trust, cause oust assets tn be protected from creditor
claims, and remain eligible for discretiona.'y distributions from
the trust

In any state, a distinction might be drawn between laws of
substantive liability and laws of exemption. The new Alaska
statute tends toward the latter concept For example, the statute
docs not alter liability for the tort of professional negligence.
On the other hand, the statute does affect which assets might be
seized to satisfy ajudgment for malpractice. In this sense, the
Alaska law resembles a debtor exemption statute, such as a
homestead law.

Win It Work?
The burning issue is whether an Alaska Asset Protection

Trust could be subjected to Use debtor/creditor laws of a state
*hat followed the predominant rule described above. If that
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happened, asset protection would end. This conflicts-of-law
issue could be litigated in a federal forum such as a U.S.
Bankruptcy Court It could also arise from an effort to enforce
a judgment from outside of Alaska in the Alaska court system,
under the full faith and credit clause of the U.S. Constitution,
It might even occur in litigation originating in Alaska, although
this seems less likely.

The new Alaska statute is untested. Court challenges could
result in rulings that cut both ways. Opposite outcomes are
suggested by two conflicting lines of authority.

The Silas Rule, Supporting Alaska Asset Protection Trusts
would be a line of authority led by the Restatement (Second)
Conflicts of Laws § 273 (1971). According to this view, the
situs of a trust os decreed in its governing instrument deter-
mines the jurisdiction whose debtor/creditor laws apply to il*
In re Remington, 14 BR 496 (Bankr D NJ 1981), for example,
involved atrust created under Pennsylvania law, aNew Jersey
beneficiary, a New Jersey creditor, and a liability arising in
New Jersey. The court applied Pennsylvania law because the
trust instrument provided that the trust was situated and gov-
erned by the laws of that state. In sum, the "'situs rule” would
allow an Alaska Asset Protection Trust to be covered by
Alaska's debtor/creditor laws.

One reason that a court might balk at applying the situs rule
is that a creditor will never be privy to a trust agreement's pro-
vision regarding governing law. It might seem unfair for a
creditor’ rights to be restricted by an agreement to which the
creditor was not a party. On the other hand, the “rights'* being
restricted would not involve substantive liability, but only
exemption. Furthermore, the situs rule would still leave the
creditor with the remedies of Alaska’s fraudulent conveyance
statute, which is comparable to laws of other states. Where a
debtor acted to defraud a creditor, the creditor would continue
to have four years to make a claim against trust assets.

The Significant Relationship Rule. An opposite line of
authority would be much less receptive to Alaska Asset
Protection Trusts. These cases hold that the jurisdiction with
the most “significant relationship" to a trust is the one whose
debtor/creditor laws govern that trust. In re Portnoy, 201 BR
685 (SDNY 1996); In re Brown. 4 Ak Br Rpt 279 (Bankr D Ala
1995). Under this rule, a trust provision claiming coverage by
Alaska law would not necessarily bo enforced. If the trust bote
a significant relationship to some state other than Alaska, (hen
Alaska's asset protection laws might not shield the trust's assets
from creditors.

Pa"e 2
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The significant relationship rule seems intended, however, for
unusual situations. Decisions adopting this rule began with fact
patterns of gross bad faith, liability arising outside of the state
where the trust was situated, and a potentially inequitable
result. The court's apparent response was to look for a signifi-
cant relationship between ihe crust and @jurisdiction whose
laws might afford the creditor a decent remedy.

This author believes that both of the foregoing rules will be
applied in future cases. Risk factors that could imperil an
Alaska Asset Protection Trust would include (1) gross bad
faith by the settlor, (2) liability arising outside of Alaska, (3)
trust administration occurring outside of Alaska, and (4) trust
assets, particularly real estate, located outside of Alaska. On
the other hand, a most that was not heavily burdened by these
characteristics would stand a good chance of surviving a court

challenge

Tax Issues
Overlaying the Alaska Asset Protection Trust are various gift,

estate, and generation-skipping transfer tax issues that are com-
mon to all estate planning. A few of those issues are discussed
below.

Estate Tax Exemption. To make use of the lifetime exemp-
tion (and associated unified credit) against the federal estate
tax, Alaska attorneys have developed two general versions of
the Alaska Asset Protection Thist.

The “incomplete gift" vwion might.be attractive to clients
who care more about Influencing distributions than removing
post-transfer appreciation from their estates. In this version,
powers retained by the settlor ire maximized, including both of
4he optionalpowers discussed earlier in this article. The results
are (1) inclusion of trust assets in the settJor’sross estate and
(2" preservation of the estate tax exemption to shelter some or
all of those assets."

The ""completed gift" version, on the other hand, might be
attractive to clients who care more about estate tax minimiza-
tion than retained ability to influence distributions. In this ver-
sion, powers retained by the senior are minimized. The option-
al retained powen discussed above are entirely omitted. The
intended results are (1) removal of trust assets (and their subse-
guent appreciation) from the settlor's gross estate and (2)
depiction of the senior’s estate tax exemption.

There is controversy over whether it would always be possi-
ble to make a completed gift into this type of trust. The
Internal Revenue Service has stated that a completed gift does
occur, if a settlor transfers assets into a trust, surrenders all
dominion, control, and beneficial interest except that of adis-
cretionary beneficiary, and the assets become unavailable for
satisfaction of creditor claims against the settior. Rev Rul 76-
103, 1976-1 CB 293. But an Alaska Asset Protection Trust
might not protect against all creditor claims, for reasons previ-
ously discussed. So, there might not be assurance, at time of
funding, that a transfer into trust succeeded in removing assets
from the senior's gross estate,

One response to this uncertainty would be to use only the
incomplete gift version and abandon any hope of removing
post-transfer growth from the settlor's gross estate. A different
response might be to use both versions and create two trusts.
One trust would attempt to remove assets from the gross estate
with an inter vivos completed gift. It would be funded to the
exant of the settlor's unexhiustcd exemption. The other trust
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could maximize the settlor's retained powers with an Incom-
plete gift, Both busts could obtain asset protection.

Assuming that a completed gift was accomplished, it might
be dangerous for that transfer to be followed by a regular
stream of distributions to the settlor. This could cause infer-
ence of a de facto agreement to that effect, under IRC
§ 2036(a)(1), with resultant inclusion of trust assets in the sett-
lor's gross estate. On the other hand, sporadic distributions to
the settlor would not tend to trigger such an inference. See.
e.g.. Skinner's Estate v. United States, 197 F Supp 726, (ED Pa
1961), o fd 316 F2d 517 (3d Cir 1963).

Annual Gift Tax Exclusion. A second issue is whether
transfers into an asset protection trust can be sheltered by the
annual S10,000 gift tax exclusion.

This would be unnecessary if the incomplete gift approach
were followed. fich a bansfer would not deplete the lifetime
estate tax exernptu. i.

On the other ham, the annual gift tax exclusion would be
useful as a setoff against a completed gift transfer. There
would be a potential obsticle — the “present interest rule.”
Subject to a few exceptions, transfers into trust constitute gifts
of future interests, which do not qualify for the annual gift tax
exclusion. This problem can probably be averted or miniraized
through the use of ""Cruramey’ powen of withdrawal. If bene-
ficiaries other than the transferor were furnished with Cruramey
withdrawal powers for an appropriate period of time after trans-
fers into trust, then those transfers would probably be sheltered
by the 510,000 annual gift tax exclusion.

Nonresidents of Alaska

Settlors and Beneficiaries. Oregon estate planners might
wonder whether nonresidents of Alaska can enjoy the benefits
of an Alaska Asset Protection Trust. The answer is yes. The
sntute docs not impose any residency (or nationality) require-
ment on settlors or beneficiaries of such trusts. Only trustees
need to be Alaskan.

Trustees. Oregon trust companies might wonder whether
they could participate in the administration of such trusts. The
answer is yes, with some qualifications.

To qualify under Alaska's asset protection statute, a trust
must satisfy the following four requirements: (1) the trustee
must be either an individual who is a resident of Alaska or a
trust company or bank with trust powers with principal place of
business in Alaska, (2) some or all crust assets must be deposit-
ed in Alaska, (3) the Alaska trustee must be empowered tol
maintain bust records in Alaska and to file tax returns for the
bust, and (4) ""pan or all of the administration™ must occurTn
Alaska. AS 13.36.035(c).

The phrase ""pan or all'* suggests that some fractional
involvement by non-Alaska fiduciaries would be permissible.
In response to this language, Alaska trust companies have
already begun developing procedures for sharing administration .
with non-Alaska fiduciaries. Their brochures and forms sug-
gest a subcontractor relationship. Investments, distributions,
and customer service interaction might be handled by a subcon-
tractor located outside of Alaska, wherever the settlor or other
beneficiaries resided. Meanwhile, activities occurring within
Alaska would include trust accounting, ux compliance, *nd
maintenance of at least one fund, which might be used to cover
expenses of trust administration.

A note of caution should be raised. Use of a non-AJaska

Page 3

503 222 7343 POGE.04



JAN.16.1998 4:26PM GRPNT AMD LENNEEERG

fiduciary is one of the risk factors identified earlier in this arrij
cle.;The more non-Alaskan the trust, the more vulnerable the*
trust becomes to the debtor/creditor laws of sates other than=?

Alaska;

Shifting to Other Jurisdictions

There could be several reasons for wanting to shift an Alaska
Asset Protection Trust to a different location. For example,
other states might enact asset protection legislation. Delaware
already appears to have done so. Del Code Ann 12 § 3501, et
seq, Under such circumstances, it would be helpful if a crust
originating in Alaska could be moved elsewhere in the Unitea
Sates.

An opposite set of facts might also provide impetus for
removing a trust from Alaska. If courts broadly embraced con-
flict of laws doctrines such as the significant relationship rule
discussed above, then it might be desirable to move a trust to
an offshore location such as the Cook Islands,

One of the trust companies in Alaska suggests that trust
instruments include a "trust protector provision” to remove the
trust from Alaska. It would be prudent for someone other than
the settlor to hold the removal power, since removal would in
some ways resemble a termination and reconstitution of the
trust Termination is one of the powers a settlor is not allowed

to retain.

Client Profile

Wealthy Clients with Future Liabilities. Alaska Asset
Protection Trusts could be attractive tc clients with large estates
and the potential for large future claims.

A stereotypical client might be a wealthy professional who
wanted to retire in a few yean with the knowledge that a large
pool of assets, beyond funds in ERAs and qualified retirement
plans, was protected from malpractice claims. This client could
establish the trust, fund it, remain individually solvent and
continue to work for at least four more years. At the end of
that time, the client could look forward to retiring with access
to funds tb1l were exempt from creditor claims.

This type of trust would be less useful to clients who were
already being pursued by creditors. The Alaska statute pro-
vides that creditors can bring an action for fraudulent con-
veyance for fonrye&Tafter the settlor funds the trust. ,
Furthermore, this type of trust is unavailable to settlors who ire
30 days or more in default of a child support obligation. AS
34.40.110(b)(4).

Dynasty Trusts. A related profile would be clients interested
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in establishing so-called “dynasty trusts.”” These multigenera-
tional trusts are limited in most states by the Rnle Against
Perpetuities. The new Alaska law repeals this doctrine’s applic-
ability to discretionary trusts situated in Alaska. AS
34.27.050(a)(3). An Alaska Dynasty Trust can therefore oper-
ate in perpetuity.

Alaska is not the only state to have embraced dynasty trusts.
Delaware, Idaho, Illinois. South Dakota, and Wisconsin have
passed similar laws repealing the Rule Against Perpetuities.
Alaska, however, offers the combined advantages of perpetual
trusts, asset protection, and no state income tax. These advan-
tages could magnify the initial size and subsequent growth of
an Alaska Dynasty Trust.

First of all, the trust could compound from a base that
included both the initial transfer and any appreciation or
.icome that occurred between the time of transfer and the sett-
lor’s death. This would result from the settlor funding the trust
with an inter vivos completed gift equal to the settlor's estate
tax exemption or GST exemption. (The earlier discussion of
Rev Rul 76-103 explains how asset protection might make a
completed gift and resultant leverage of one or both exemptions
possible.) Second, corpus would bn enhanced to the extent that
the trust avoided losing assets to creditor claims. Finally, the
trust could grow faster by not losing revenue to a state income
tax. Over several generations, an Alaska Dynasty Trust might
compound to a size significantly larger than if it had operated
under traditional trust, debtoo’creditor, and tax laws.

Conclusion

The Alaska Asset Protection Trust offers clients an opportu-
nity to shield wealth from future claims while retaining some
degree of benefit and control. It might also enhance the fund-
ing and growth of a related estate planning vehicle, the Alaska

Dynasty Trust.
Bob Casey

End Notes
L. SCS CSHB 101(JUD) of the Alaska Legislature

becarao effective on April 2, 1997. Its provisions are distrib-
uted throughout the Alaska Statutes 13.12, 13.36, 34.27, abd
34.40. The statutes do not use upper- and lowercase spellings
to refer to qualifying trusts; this article docs so for purposes of
readability.

2. Exceptions cutting both ways could occasionally
occur. For example, an Alaska Asset Protection Trust might,
also protect against current creditors (those whose claims”apose
before die trust was funded), if they (1) failed to commence ?
legal action within four years of the date of funding or (2) were
unable to prove that the settlor's insolvency was caused by the;
transfer into trust 'On the other hand, an Alaska Asset!
Protection Thist would not protect against any creditor who'
commenced legal action within four years of funding and wxj"
able to prove the settlor’s actual intent to hinder, delay, or
defraud. AS 34,40.010, ttseq.

3. If the trust property consists of real estate, however,
the law of the situs of the real estate wifi govern. Restatement
(Second) Conflicts of Laws § 280.

Page 4
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Alaska State Legislature

State Capitol

Official Business House M ajority Leader Juneau. AK 99801-1182
(907) 465-3718

Sponsors Statement

for
HB 206 PERS For Village Public Safety Officers

Throughout the State the Village Public Safety Officer Program nas
provided a very important means of maintaining peace and harmony in the
villages. Most of these individuals were not covered by a retirement
program. Now some of these former officers are working for other
organizations that are covered by the State PERS program. The work
experience these individuals obtained by participating in this program has
proven to be an invaluable asset in their present endeavors.

This bill would allow them to obtain retirement credit for the service
rendered under the VPSO program. The eligible participant could receive
credit for up to 5 years of service in the VPSO. Once their service had
been verified, an indebtedness would be determined, and the vested
employee would have to arrange to buy this time back into the State PERS
system. The provisions of this bill will help in the recruiting and the
retention of participants of the VPSO program in the villages. Turnover
and a lack of qualified applicants has been a historic problem for the VPSO

program.



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 485-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street. Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEMORANDUM March 21, 1997
SUBJECT: Sectional Summary of HB 206. (Credit in PERS for village public

safety officers)

TO: Representative Brian Porter
Attn: Joel Lounsbury

FROM: TeresaB. CramersAh-A
Legislative Counsel

You have requested a sectional summary of the 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.

Section 1permits an employee who is a vested member of the Public Employees' Retirement
System (PERS) to receive up to five years' credit for employment as a village public safety
officer (VPSO). (Under AS 39.35.680(40), a vested member is defined as one who meets
the five-year requirement to qualify for a retirement benefit.) Under subsection (b), the
member is required to contribute the full actuarial cost of providing benefits based on VPSO
employment. Under subsection (c), the credited service granted for VPSO employment may
not be used to satisfy the credited service requirements for normal retirement. (Under
AS 39.35.370(a)(2), a member of PERS with at least 20 years of credited service as a fire
fighter or peace officer is eligible for a normal retirement. Under paragraph (3) of that
subsection, an employee with at least 30 years of credited service can take a normal
retirement.)

TC:jdr
97-207.jdr



FISCAL NOTE

STATE OF ALASKA BILL NO. TIB 206

1998 LEGISLATIVE SESSION

Revision Date: . Department Affected: Administration

Title: “An Act relating to credited service in the publicemployees BRU: Centralized Administrative Services
Component: Retirement and Benefits

retirement system."
Sponsor: Representative Porter
Requestor: (H) FIN

COMPONENT SERIAL NO. 2271

Expenditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL EXPENDITURES 0 0 0 0 0 0
CHANGE IN REVENUES ( ) 0 0 0 0 0 0
FUND SOURCE: (Thousands of Dollars)
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1037 GF/Mental Health 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Estimate of any current year (FY98): $0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
0 0 0 0 0 0

TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)
This hll is estimated to have an unmeasurable impact inthe PERS funding ratio. There is an
increase to the unfunded lidhility of the PERS of approxinately $450,000. This would result inan

employer contribution increase of approximately $40,000 per year, unmeasurable as a percent of
payroll.

(continued on next page)

Prepared by: Guv Bell Phone: 465-4460

Division: Retirement and Benefits Date:
Approved by Commissioner: Mark Boyer
Agency: Department of Administration Date:

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

For further distribution information, call the Governor's Legislative Office
Rev: 2/10/98 Page 1 of

jd



FISCALNOTE
STATE OF ALASKA

1998 LEGISLATIVE SESSION BILL NO. 11B206

ANALYSIS: (continued)

This bill would also, for the first time, allow employees to claim credited service for non government employment. This would
set a precedent and open the door for other non government forms of service.

Another point is that many VPSQO's receive retirement as part of their employment. If past enacted legislation is an indicator,
then the legislature does not support “double dipping" on retirement benefits.

If enacted this bill would have no effect on the PERS average employer contribution rate or the funding ratio.

Page 2 of 2
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PUBLIC SAFETY EMPLOYEES ASSOCIATION
4300 Boniface Parkway, H\ 16
Anchorage, AK 99504-4387

(907)337-1979 KAX:(907)337-1753

Honorable Representative Brian Porter
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182
February 13,1998

Dear Representative Porter:

ilouse Bill 206. PERS credit for VPSO’s, was recently heard in the House Finance
Committee. Before passage of the bill there were several amendments attached

to the bill. Amendment number three may deny VPSO’s credited service for their time
served as VPSO’s if they receive aoy retirement benefits from those years service as
a VPSO.

VP SO 3work for the regional non-profit native corporations. Most o f these non-
profit corporations participate in a limited profit sharing pension plan. This

Plan is not a defined benefit, but rather a plan like a 401(k) where upon termination

the employee can take a lump sum or roll the benefit into an ERA. The retirement
benefits for most of these employees is accrued at the rate ofonly about five to

seven percent of their annual earnings with no employee contribution. Ifthe average
VPSO made around $25,000 a year then in five years he/she would have accrued about
$6250 in principal. This principal amount plus accrued interest would be their total
benefit. Furthermore, there is a vesting period ofat least 3 years for most non-profits

Under amendment number three the House Finance committee has just penalized
VPSO’s for accruing a very paltry retirement. This, in effect, kills the intentof

the bill.

This is unacceptable and needs to be fixed before the bill reaches the Senate.
One way to fix the amendment is to replace the wording “retirement benefits"
with the words "defined retirement benefits. Thts amendment needs to be
legally researched. Ifyou have any questions please do not hesitate to call me
at456-4167 or 474-2555(Work)

Sincerely,

fix*g**

Craig Pcrsson
PSEA Legislative Liaison



JohnTecrrcl February 6,1998
P.O. Box 245

Naknek, Alaska 99633
(907) 246-4222

Representative Brian Porter
State Capitol, Room 214
Juneau, Alaska 99801

Dear Representative Porter:

This is to let you know that | support your efforts with House Bill 206. It is my
understanding that this bill allows time spent as a Village Public Safety Officer (VPSO)
to be entered into the PERS retirement system if the VPSO leaves the program but
continues as a law enforcement officer. | was a VPSO for over two years and was in the
First VPSO/Municipal Police Transition Academy. | became one ofthe first VPSO
Sergeants in the program. When | became a municipal police officer and found out that
time spent as a VPSO was not counted in PERS | was angry and very disappointed. 1
have now been a Police Officer for the Bristol Bay Borough Police Department for over

eight years.

1lowe the VPSO program a lot for allowing me to become a Municipal Police
Officer, but VPSO'’s are treated as step children as it is. Not allowing this time on PERS
is adding insult to injury. This Bill would be a good incentive to keep people in the
VPSO program, instead of quitting to find ajob with real benefits.

Thank you very much for this thoughtful and much needed bill.

John Terrel



Representative Brian Porter February 6, 1998

Alaska Legislature
FAX #465-3834

RE; HB206

Representative Porter,

It is my understanding that HB206 is going before the legislature next week. | wanted to take a

moment to express my support for this bill.

This bill provides an incentive for Village Public Safety Officers to remain serving their villages
and also encourages them to later to seek employment with departments that are under the PERS
system. This is aW IN WIN, for both the VPSO, aCvillage, and future employers because it
allows the VPSO’sto serve with out feeling like they are “spinning their wheels" when it comes

to retirement.

I, myselfstarted as a VPSO. This bill will benefit me personally very little since | was looking
toward my future when | was making employment decisions, and stayed as a VPSO a short time
before moving onto another agency that offered a good retirement plan (the Troopers). | feel if
this bill would have been in place back then, | could have stayed much longer.

Thank you for hearing me, and | hope that this bill passes.

Sincerely,



PUBLIC SAFETY EMPLOYEES ASSOCIATION
"REPRESENTING ALASKA'’S FINEST”

4300 Boi 'face Parkway, #116
Anchorage, AK 99504-4387
(907)337-1979 FAX:(907)337-1753

Representative Bryan Porter
State Capitol
Juneau, AK 99801-1182

April 15,1997
Dear Representative Porter:

On behalfofthe Public Safety Employees Association | would like to personally thank
you for sponsoring House Bill 206.

PSEA fully supports HB206. This bill allows Village Public Safety Officers(VPSQO’s) to
buy up to five years ofcredited PERS retirement time for that time served as a VPSO.

As you already know VPSOQ's are not paid a lot and receive very minimal retirement
benefits through the Native Regional Corporations. HB206 provides a greater incentive
for VPSO’s to stay at the job and then, if opportunities exist, to become a state or city law

enforcement officer.

We also believe that VPSO’s can make excellent future state or municipal law
enforcement officers. Some of the best training for any Alaska State Trooper is time

spent in villages as a VPSO.

Again, | would like to thank you.for taking your time to put this piece of legislation
together. If you have any further questions please do not hesitate to call me.

Sincerely,

Keith Perrin
PSEA President



TANANA CHIEFS CONFERENCE, INC.

122 First Avenue, Suite 600
Fairbanks, Alaska 99701-4897
Tele: 907/452-8251x3236 & Fax: 907/459-3851

April 21, 1997

Brian Porter

Rm: 216, State Capital
Juneau, Alaska 99801
Tele: 907/465-4930
Fax: 907/465-3834

Dear Representative Porter:

This letter is in regards to House Bill 206. | am very troubled by the House Finance
Committee's drastic cuts to services in Rural Alaska. The areas of concern that Tanana

Chiefs Conference would like to see considered by the Senate Finance Committee during

their deliberations over the operating budget.

(VPSO) Village Public Safety Officer.
The Village Public Safety Officer has provided law enforcement service in rural Alaska

for nearly (20) years, and within those twenty years there has been a drastic change in
Rural Alaska, towards declining incidents; drawing, fire, alcohol related incidents. The
VPSO provide a broad range of public safety services in rural Alaska, including but not
limited to health and safety situations. With the existing retirement plan, and to
implement our VPSO's into the State Pers, it would enable our program to recruit
qualified, dedicated Police Officers. Although we do receive good qualified VPSO's, but
:hey don't stay long, because of the low pay and not much of a retirement system, along
with a heavy work load. With that, | encourage you and your staffto fully support House
Bill 206. This will ensure that they will continue to play a crucial role in protecting the

life, health and safety needs of our rural residents.
Sincerely,
TANANA CHIEFS CONFERENCE, INC.

Jim D. Titus
VPSO Coordinator
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SPONSOR STATEMENT - HB 208
Updated: April 23, 1997

The Alaska Aerospace Development Corporation is a young organization
that has vigorously pursued its responsibility to forge a new industry and
new opportunities in Alaska. Its first task was to bring talented people
with significant experience in the aerospace industry to Alaska as
employees and consultants. Through their efforts the AADC has won
federal contracts, generated significant industrial interest, and brought
Alaska, international recognition as a poteniial center for this major
growth industry. The probability for success is extremely high and the
prospects for Alaska's economy are exceptional.

AADC'’s focus has been on two projects. The development of a rocket
launch complex on Kodiak Island and the location of satellite ground
stations in the Fairbanks area. AADC has also pursued educational
opportunities throughout the state, as well as global warehousing and
manufacturing possibilities in Anchorage.

The present board of directors of the AADC has served the State of Alaska
extremely well, in directing the purposes of the corporation. The
professional, technical and scientific expertise provided by the University
of Alaska members of the board, have guided the start-up phase of this

undertaking.

As we move into the construction, marketing and operational phase of this
endeavor, it is imperative that the board be restructured to include
specific members of the Alaska business community. These individuals
should have experience in finance, marketing analysis and an
understanding of economic development, based on their existing or
previous participation in private enterprise.

In addition, this bill calls for the chair and vice-cha:ir to be selected from
among the board of directors of the corporation who reside in Alaska.

\khick « k.iiuk * kodsuk ¢ laisc." li.o « L'l Harbor ¢ Oufinkic * Pori Lions.
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PROPOSED CHANGES UNDER HB 208 TO:
AS 14.40.826(a)(b) - AADC BOARD OF DIRECTORS

Updated: April 23. 1997

Existing Voting Member

[U of A Board of Regents]

U of A President or designee

U of A Geophysical Institute
[ASTF Executive Director]

DCED Commissioner or designee
Aerospace or Commercial Space
Aerospace or Commercial Space
[U of A Faculty Member]

Public Member

[Deleted Text Bracketed]
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Lar>Cn ga> -

Proposed Change

Business Sector-state resident

U of A President or designee

U of A Geo. Institute or designee
Business Sector-state resident
DCED Commissioner or designee
Aerospace or Commercial Space
Aerospace or Commercial Space
Business Sector-state resident
Pub.School Educator or Pub.Member

New Text Underlined

Old  .irror - Oufinkic . Port Lions



3% The University of Alaska, etc. § 14.40.835

Sec. 14.40.821. Creation and termination of corporation, (a) The Alaska Aero-
space Development Corporation is created as a public corporation of the state. The
corporation is a body corporate and politic located for administrative purposes within the
Department of Commerce and Economic Development and affiliated with the University
of Alaska but with a separate and independent legal existence.

(b) The corporation may not be terminated as long as it has bonds, notes, or other
obligations outstanding. If the corporation i3 terminated, it shall be terminated in a
manner that permits the University of Alaska and Poker Flat Research Range to continue
their research and educational missions uninterrupted. (8 2 ch 88 SLA 1991)

Sec. 14.40.825. [Renumbered as AS 14.43.306.J

Sec. 14.40.826. Board of directors, (a) The board of directors of the corporation
consists of nine members appointed by the governor as follows:

<T) one member of the Board of Regents of the University of Alaska:

(2) the president or the designee of the president of the University of Alaska;

(3 the director of the Geophysical Institute of the University of Alaska;

(4) the executive director of the Alaska Science and Technology Foundation;

(5) the commissioner of commerce and economic development or the commissioner's
designee;

(6) two members who have experience and understanding of the aerospace or commer-
cial space industry, one of whom shall have a special emphasis in federal regulatory
procedures and policy involving space;

(7) one faculty member of the University of.Alaska with research interests involving
rockets or satellites;

(8) a public member.

(h) The membeis of the board of directors of the corporation described in (aX6) of this
section may be nonresidents of the state. The term ofthe members described in (a Xl), (6),
(7), and (8) of this section is four years and those terms shall be staggered.

(c) Members of the board of directors of the corporation described in (aX6) and (8) of
this section receive $100 compensation for each day spent on official business of the
corporation.

(d) In addition to the members of the board of directors described in (a) of this section,
two members of the legislature shall serve as ex officio nonvoting members of the board
of directors. The two ex officio nonvoting members shall include one member ofthe senate
appointed by the president of the senate and one member of the house appointed by the
speaker of the house.

(e) The voting and nonvoting members of the board of directors of the corporation are
entitled to per diem and travel expenses authorized under AS 39.20.180, (8 2 ch 88 SLA
1991)

L«?iiLative hl*tory report*. — For lepslative industry advisory board by the corporation, see 1991
letter of intent related to the appointment of an  Senate Journal, pare 1270.

Sec. 1440830 [Renumbered as AS 14.43.310.]

Sec. 14.40,831. Chair and vice-chair. The president of the University of Alaska or
the designee ofthe president shall be the chair of the board of directors of the corporation.
The commissioner of commerce and economic development or the designee of the
commissioner shall be vice-chair of the board of directors of the corporation. The
vice-chair presides over all meetings in the absence of the chair and has other duties the
board of directors of the corporation may direct. (§ 2 ch 88 SLA 1991)

Sec. 14.40.835. [Renumbered as AS 14.43.315.]



STATE OF ALASKA

Boards and Commissions

Membership Roster

AEROSPACE DEVELOPMENT CORPORATION (165)

Member

Syun-ichi Akasofu _
Dir.JUA Geophysical Institute...
UAF Geophysical Institute

910 Ko%uk'.k Drive

Fairbanks, AK 99775-0800

Alan Austerman

Appointed
08/16/91

03/03/95

Legislature/Representative/Nonvoting

Alaska State Representative
State Capitol, M/S 3100
Juneau, AK 99801-1182

Eugene Cernan

Industry

900 Town and Country Lane
Houston, TX 77024

Kenneth M. Damm
Public

P.0. Box 1666
Kodiak. AK 99515

Steve -ffonk— Drue Pearce
Legislature/Senator Nonvoting
Alaska State Senator

State Capitol, M/S 3100
Juneau, AK 99801-1182

Sharcn Gagnon

UA Bd of Regents
7001 Tree Top Circle
Anchorage, AK 99516

Joe Hawkins
UA Faculty .
University”of Alaska Fairbanks

203 Duckerin
Fairbanks, AK" 99775-1760

James Kenworthy
Exec Dir ASTF
Executive Director

08/16/91

10/07/94

2125/97
i3?ll¥9-3'

Jerrv s'arc ((Alternate)

08/16/91

08/16/91

Degartment,of Electrical Engineers

Alaska Science & Technology Found.

4500 Diplomacy Drive
Anchorage, AK™ 99508-5918

(Revissd Dt 17, 199

Reappointed

07 01/93

07/01/92

Term Exp.

07/01/97

07/01/97

07/01/96

07/01/95



STATE OF ALASKA
Boards and Commissions

Membership Roster
AEROSPACE DEVELOPMENT CORPORATION (165)

Member Appointed  Reappointed  Term Exp.

Jerome Komlsar 08/16/91
U of A Pres/Pres designee

202 Butrovich Building

Fairbanks, AK 99775

Bill Paulick . 06/14/93
Commissioner/Commerce and Economic Development/or designee
Development Specialist

Division of Economic Development

D%)t. Commerce & Economic Develop.

P.O. Box 110800

Juneau, AK 99811-0800

Courtney A. Stadd 09/01/93 07/01/94 07/01/98
Industry

President

Ca[l)ltol Solutions

5618 Old Chester Road

Bethesda, MD 20814

Gene Therriault , _ 03/03/95
Legislature/Representative/Nonvoting

Alaska State Representative

State Capitol, M/S 3100

Juneau, AK 99801-1182

(Ravisad Dexonte 17, 19%9) ;



FISCAL NOTE

NO. CSHB 208(L&C)
STATE OF ALASKA BILL VERSION:
1997 LEGISLATIVE SESSION PUBLISH DATE: April 9, 1997
Revision Date: ~April T, 1997 Department Affected: Commerce & Economic Develop
Title: An Act relating to the board of BRU: AK Aerospace Development Corp.
Directors of the AK Aerospace Develop. Corp
Sponsor: Representative Ansterman Component.™ Aerospace Development Corp.
Requestor House Labor & Commerce \u2u
Expenditures/Revenucis: (Thousands of Dollars)
OPERATING FY 98 FY 99 FYOO0 FY 01 FY 02 FY 03
PERSONAL SERVICES 0 0l 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 "0 0
LAND &STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS 1
TOTAL OPERATING 0 0 0 0 0 i
CAPITAL 0 0 ol 0 0 0
REVENUE FUND SOURCE 0 Vi 0 ol 0 cl
FUNDING: iThousancs cf Dollars)
GENERAL FUND 0 cl 0 0 0 0
FEDERAL FUNDS I
CTV-ER FUND SOURCE !
TOTAL 0 ol 0 0 0 0
POSITIONS:
FULL-TIME a cl cl 0 0 a
PART-TIME a 0 0 0 0 0
TEMPORARY ol 0 0| 0 0 a

Estimate of current year impact;

ANALYSIS: (Attacn a separate page i necessary)

The House Labor i Commerce Committee voted to cero out the fiscal note, The
committee feels that travel should be covered within the Department's budgeted

travel accounts.

Prepared by: ComnTfnee Phono: 465-4954
Division: Shirlevii. Arastrcnz, Staff House Labor 5 Commerce Date: i/0/an

Approved by: 'rfepresanative Norman Rokeoerq/Chair
Agency. House Labor and Commerce Committee Date: A/9/97
Distnbutlon (by preparer): Leg. Finance, Legislative Sponsor, Requestor, OMB, Gov., & Impacted Agency(ies).

Page 1lof 1
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Alaska State Legislature
House of Representatives

Interim:

. Committees - 10928 Eagle River Rd. Suite 141
ules Committee, Chair Eagle River, AK 99577
Legislative Council
International Trade & Tourism o
Military & Veterans Affairs Al kSeSssmnC. tol
World Trade & State/Federal Relations aska State Capito
Juneau, A K 99801
10 § nator Tim Kelly
all
enate Rules Commi
FROM: resentatlve Pet
a|r

House Rules Committee
DATE: April 24, 1997
RE: HP..214;. Request for. Hoor Action+

ei(grgpt %est that you alen ir HB 214, dealin rgearF%s

ation mat ers action at
convemence ThIS Bq

15 merel uselzee Ing.in n ture and, there s
nQ ORPOSI?OP Woulld ant|C|pae that It Otf?d require less than
minutes of tloor time.

étt ched heretp, please find a Sponsor Statement, a Sectional, and
acKup materlal

Thank you in advance for your kind assistance in this matter.

R epresentative Pete K olt

Juneau Office (907) 465-3777 Toll Free 1-800-86l-KOTT(5688) Fax (907)465-2819 ~
Ragle River Office (907)694-8944 Fax (907)694-8945 E-Mail: reprcscntalive pclc kott@lcgis.statc.ak.ii
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Alaska State Legislature
House of Representatives

c itt Interim:
mmi
Rul co 'tteesCh . 10928 Eagle River Rd. Suite 141
ves ) Om_m' ee: X alr Eagle River. AK 99577
Legislative Council
International Trade & Tourism
Session:

Military & Veterans Affairs Alaska S Canitol
World Trade & State/Federal Relations aska State Capito
Juneau. AK 99801

SPONSOR STATEMENT AND SECTIONAL ANALYSIS
HB 214

HB 214, which is supported by the Department of Labor, makes two
important adjustments to Title 23 pertaining to workers' compensation.
Sections 1 and 2 amend AS 23.30 to comport with federal law. Sections 3 and 4
amend Alaska workers’ compensation law to reflect changes made to public

assistance eligibility.
Section l:

This section aligns AS 23.30.022 with 42 U.S.C. 12101-12213 (Americans
with Disabilities Act). It amends AS 23.30.022 to provide that an employee who,
following a conditional offer of employment, makes a false vrepresentation

during a medical inquiry or examination regarding the employee’s physical
condition, may be barred from receiving workers' compensation for an injury
causally connected to the false representation. Currently, AS 23.30.022 refers

to false representations of physical condition in an "employment application
or precmploymcnt questionnaire™.

The ADA prohibits many employers from making inquiries designed to

obtain information regarding disabilities prior to a conditional offer of
employment, including inquiries made in the employment application and
precmploymcnt questionnaire. An employer subject to the ADA could not

comply with the ADA andbenefitfrom AS 23.30.022, while an employer who
did not comply with the ADA might benefit at the expenseof an employee's
rights under the ADA. Section lof HB 214 replaces the "employment
application or prccmployment questionnaire™ language of the current statute
with the ADA permitted examinations or inquiries after a conditional offer of
employment. The employer who complies with the ADA will be able to benefit
from AS 23.30.022, and employment candidates will not be asked to chose
between exercising their rights under the ADA and potentially losing their

workers’ compensation benefits.

Section 2:

Under existing law, before an employer can benefit from the Second
Injury Fund, the employee must cither have been hired or retained in
employment after the employer learns of a permanent physical impairment.
This section deletes the optionthat an employer, to benefit from the Second

Injury Fund, acquire knowledge of a qualifying impairment before hirinc an
R epresentative Pete Kott

Juneau Office (5071465*3777 Toll Free 1-K(H).KM-KOTT(5(,S8) Fax (907)465*2819
Eagle River Office (0071644.8944 Fax (907) 604-8045 E-Mail: rrprcsenlative.pclcjtntifr=lcgis.state.ak.ux



employee. As amended, in order to obtain Second Injury Fund reimbursement,
it will be sufficient for an employer tohave 'retained" an employee in

employment after acquiring knowledge of the employee's impairment.

Section 1:

The Alaska temporary assistance program, AS 47.27, was enacted in 1996
as part of welfare reform. One of its provisions, AS 47.27.035, requires that,
unless exempt under that statute, participants in the Alaska Temporary
Assistance Program participate in "work activities". "Work activities™, as
defined in AS 47.27.900, includes paidemployment and paid on-the-job
training, aswell as wunpaidactivities such as community work service and job
search and preparation activities. Section 3 of HB 214 would amend AS
23.30.230(a), which contains the current list of persons excluded from
workers' compensation coverage, to add Alaska Temporary Assistance
participants who arc engaged in an unpaid work activity. This amendment
ensures that workers' compensation coverage is provided only to those who
are involved in a wage earning activity.

Section. 4;

Defines "on-the-job training"™, as that phrase is wused in Section 3 of this
bill.

Because the amendments contained in sections 3 and 4 arc linked to the
new AS 47.27.035, Section 5 of this bill tics the effective date of Sections 3 and 4

to the effective dale of AS 47.27.035.

Section__

Establishes an immediate effective date, except as provided in Section 5.

HB 214 will make Alaska law consistent with Federal ADA law and will
clarify an area of legal wuncertainty created with the passage of welfare

reform. 1 urge your support.



COMMITTEE ASSIGNMENTS:

LASCR 4 COMVERCE. CHAIRVAN
MILITARY 4 VETERANS AHFAIRS. CHAIRMAN

W & REGIONAL AFHFAIRS

INTERNATIONAL TRADE/TOURISM
LEGISLATIVE COUNCa.
ossl
ATreclor

Division of Workers'
PO Box 25512

Alaska State Legislature
House of Representatives

Compensation

Juneau. Alaska 99811-5512

Re: Draft Workers Compensation Pamphlet

Dear Mr. Grossi:

Thank you for providing me a draft copy of the Workers' Compensation pamphlet.

MY (08 15

10028 EAGLE RIVER ROAD. SURE 1*1
EAGLERIVER AK 99577

*HONE (B07L 57 9* *

FAX 69*-89*9

SESSION

STATECAPTCL
JUNEAU. AK 99801-1182

PHONE (907) ABM777
FAX(907) <852819

May 5. 1995

have had an opportunity to review it and have a few comments for your consideration.

I urge you to request an opinion from the Anomey General concerning the current

viability of AS 23J0.022.
Americans With Disabilities Act.

Supremacy Cause of the rThitbH tnrv r-in«rn?r-nn
request that you delete references to it in the pamphlet.

I note that the draft contains language that does not reflect the Gilmore decision.

It has been alleged that this statute conflict with the
If so. | would suspect that it is preempted, under the
Should that prove to be the case. |

recommend that you await the final status of K3 237 and if it becomes law incorporate its

changes into die pamphlet.

Gilmore decision.

Should it not become law. the pamphlet should reflect the

Should you have any questions, or if | may be of any assistance, please do not

hesitate to contact me.

cc House Labor and Commerce Committee members

Representative 3etrye Davis

R eé’) resentative

District

P eie
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We hope this memorandum answers your questions.
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"There has bgg?e no published ruling from any court on this
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NOTICE

At page 3, the following is added to the section
"WHAT IF YOU DON'T TELL THE TRUTH."
Alaska Statute 22.30.022 states:

An employee who knowingly
makes a false statement as to
the employee's physical condition
on an employment application or
preemployment questionnaire may
not receive benefits under this
chapter if

(1) the employer relied upon
the false representation and this
reliance was a substantial factor in
the hiring: and

(2)  there was a causal
connection between the false
representation and the injury.

A federal law. the Americans with Disabilities Act
(ADA), may limit your employer's right to ask you
about your physical condition (health). You can get
information about the ADA as it relates to
employment by calling the federal Equal
Employment Opportunity Commission at 1-600-
663-4000. or wnting the Commission at 907 Firs:
Avenue. Suite 400. Seattle. Washington 98104-

1061.

(See Reverse for More Information)

Exhibit A W th



April 23, 1997

HB 214 (Labor & Commerce)

Dear Senator,
| read HB 214 and I have some concerns that | would like you to consider.

ASection 1 AS 23.30.022 is amended to read:

Sec.23.30.022. False statements by employee. An employee who knowingly makes
a false statement as to the employee’s physical condition’in response to a
medical inquiry, or in a medical examination, after a conditional offer of
employment lon an employment application or preemployment questionnaire)
may not receive benefits under this cha?ter If _ o

(D) the employer relied upon the false representation and this reliance was

a substantial factor in the hiring; and _

(2 there was a causal connection between the false representation and the

injury to the employee.

My objection is to the word "conditional." This allows employers to make a "conditional" offer of
employment until the employee completes the medical inquiry or questionnaire. Ifthe
employee reveals ANY condition, the employer has the option ofw!thdrawm? the conditional
offer of employment. While the revised statute may meet the requirements for the Americans
with Disabilities Act (ADA), it still allows emﬁloyers to discriminate against any employees who
have ANY disability. ‘Not all employees who have some type of disability are going to have work
related injuries. Yet this amendment punishes the masses for a few who mar have work
injuries. The amended AS 23.30.022 without the word “conditional” offers all the protection an
employer needs to prevent the employee who lied about his preexisting condition on his
api)l!catlon from getting workers' compensation benefits. Is this change in the Ian_guagfe

helping small employers, or potentially costing them tens of thousands of dollars in defense

litigation costs?

One ofthe higgest complaints to the Workers" Compensation Division is from employees who
have been injured on the job, released to return to work and find that the employer will not
take them back. Alaska has no statute that requires an employer to reemplo>{ an injured
worker, even if he/she is fully recovered. Ifthe e_mploy_er won't reemploy a fully recovered
employee with a good employment record, what is the likelihood that they will ‘offer an
employee a job after the employee reveals a previous injury or preexisting condition?

| urge you to vote NO on this amendment to HB 214. It isn’t good for employees (constituents)
because it may deprive them of the ability to earn a fair living for themselves and their families.

Sincerely,

Bf
Juneau, Alaska
£/Ua./ f :
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April 23, 1997

HB 214 (Labor & Commerce)

Dear Senator,
| read HB 214 and | have some concerns that Twould like you to consider.

ASection 1 AS 23.30.022 is amended to read:

Sec.23.30.022. False statements by employee. An employee who knowingly makes
a false statement as to the employee's physical condition”in response to a
medical inquiry, or in a medical examination,aftera condittona loffer of
employment lon an employment application or preemployment questionnaire)
may not receive henefits under this chapter if _ o

(D) the employer relied upon the false representation and this reliance was

a substantial factor in the hiring; and _

(2) there was a causal connection between the false representation and the

injury to the employee.

My objection is to the word "conditional." This allows employers to make a "conditional” offer of
employment until theempIQY_ee completes the medical inquiry or questionnaire. Ifthe
employee reveals ANY condition, the employer has the option ofwgthdrawmtfl the conditional
offer of employment. While the revised statute may meet the requirements for the Americans
with Disabilities Act (ADA), it still allows emﬁloyers to discriminate against any employees who
haveAl\_IY_d|_sab|I$y. Not all employees who have some type of disability are going to have work
related injuries. Yet this amendment punishes the masses for a few who ma?/ have work
injuries. The amended AS 23.30.022 without the word “conditional” offers all the protection an
employer needs to prevent the employee who lied about his preexisting condition on his
apPI!catmn from getting workers' compensation benefits. Is this change in the Ianguagfe

helping small employers, or potentially costing them tens of thousands ofdollars in defense

litigation costs?

One of the higgest complaints to the Workers' Compensation Division is from employees who
have been injured on the job, released to return to work and find that the employer will not
take them back. Alaska has no statute that requires an employer to reemploy an injured
worker, even if he/she is fully recovered. If the employer won't reemPon a fully recovered
employee with aﬂood employment record, what is the likelihood that they will offer an
employee a joh after the employee reveals a previous injury or preexisting condition?

| urge you to vote NO on this amendment to [iB 214. It isn't good for employees (constituents)
because it may deprive them of the ability to earn a fair living for themselves and their families.

Sincerely,

Betty Johnson-'
Juneau, Alaska

£.M(x, 1| « fae.'Ur-to CL.V'k(aj<\\<xs , Mt-i;
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ANALYSIS: (Attach a separate page if necessary)

HB 214 amends AS 23.30.022, relating to false statements by an employee as to the emplo%/ee's physical

condition, and AS 23.30.205(c), relating to injury combined with preexisting impairment, to bring Alaska's
workers' compensation laws into conformance with the federal Americans with Disabilities Act.

_<
—

The Alaska temporary assistance pro%ram (the successor to the Aid to Families with Dependent Children
program), AS 47.27, was enacted In 1996 as part of welfare reform. One of its provisions, AS 47.27.035,
requires that, unless exempt under that statute, participants in the Alaska temporary assistance program must
participate in "work activities" in order to receive assistance or services under the program. "Work activities’
Includes paid employment and paid on-the-job tralnln%, as well as unpaid activities such as community work
service and job search and preparation activities. HB 214 would also amend AS 23.30.230(a), the list of persons
excluded from workers' compensation coverage, to add to that list Alaska temporary assistance program
participants who are engaged in unpaid work activity. The amendment would draw the distinction that ensures
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