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Submitted by: Alaska Guaranty Association

February 2, 2000

SECTION-BY-SECTION ANALYSIS O? CSHB 310

As used herein, “the Alaska Act” or "Act” refers to the Alaska Insurance Guaranty 
Association Act, AS 21.80.010 et seq.

As used herein, "the Model Act" refers to the National Association of Insurance 
Commissioners’ 1996 Post-Assessment Property £ J  Liability Insurance Guaranty Association 
Model Act.

As used herein, "the AIGA” refers to the Alaska Insurance Guaranty Association created 
by AS 21.80.040.

Section 1.

Amends AS 21.80.010, “Purpose," to bring into conformance with Section 2 of the Model 
Act. The primary change is to specify an intent to minimize, consistent with the limitations 
contained in the Act, a claimant’s or policyholder’s financial loss related to an insolvency. Prior 
national litigation experience under the existing language (“avoid financial loss") showed 
insureds were trying to argue that the language should be read to avoid any financial loss, 
despite limitations withm the Act. The phrase regarding detection and prevention of insolvencies 
is being deleted consistent with changes to AS 21.80.110, whereby the A IGA’s role in that 
regard is reduced.

Section 2.

Repeals and reenacts AS 21.80.020, "Applicability,” to bring into conformance with 
Section 3 of the Model Act. Experience has shown the existing language is not definite enough 
in specifying what types of insurance are not covered by the Act. The amendment expands on 
the categories of insurance and other indemnity agreements not covered by the Act. As 
explained by the NAIC’s comment to Section 3:

This bill focuses on property and liability kinds of insurance and therefore exempts 
those kinds of insurance deemed to present problems quite distinct from those of 
property and liability insurance. The bill further precludes from its scope certain 
types of insurance that provide protection for investment and financial risks.

The Alaska Life and Health Insurance Guaranty Insurance Association Act, AS 21.79.010 et 
seq., provides coverage for some of the lines excluded by this provision. Unlike the Model Act, 
the amendment preserves existing coverage under the Alaska Act for ocean marine insurance, 
and preserves an existing exclusion for a risk retention group formed under 15 U.S.C. 3901- 
3906. Subsection (10) adds an exclusion not found in the Model Act. It is adopted from an 
Idaho statute, and indicates that for policy reasons, there is no coverage for any type of 
insurance written on a retroactive basis to cover known losses which existed when the insurance 
was bound.
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S e c t i o n  3 .

Amends AS 21.80.030, "Construction," to bring into conformance with Section 4 of the 
Model Act. The amendment deletes the word “liberally.” Prior national litigation experience 
showed courts were using the presence of this word to justify the extension of coverage under 
similar acts in such a manner as to disrupt the balance between reducing the financial loss of 
claimants/policyholders of an insolvent insurer and increasing the expense of insurance 
coverage to the purchasers of insurance generally.

Section 4.

Amends AS 21.80.040, "Creation of association,” to simply rename "board of directors” 
to “board of governors,” which is consistent with the appellation used in the Alaska Life and 
Health Insurance Guaranty Insurance Association Act. It also avoids confusion with references 
within the Act to ihe Director of Insurance. This change is also seen in subsequent sections 
where the board members are presently referred to as "directors."

Section 5.

Amends AS 21.80.040, "Creation of association," by adding a new subsection. The 
language comes from the definition of "member insurer” in Section 5.H(2) of the Model Act. The 
language is placed here to avoid putting substantive law in a definition section. It makes clear 
when a member insurer is no longer liable for assessments as to new insolvencies, and when 
it remains liable even though its license has expired or been terminated. The intent is to 
eliminate certain objections by members as to their liability for assessments.

Section 6.

Amends AS 21.80.050, "Board of governors," to bring into conformance with Section 7 
of the Model Act. The primary change is to allow for up to two public members to be appointed 
to the board at the discretion of the Director of Insurance. Limitations on who can serve as a 
public member are given. There are related changes on how vacancies on the board are to be 
filled, with the board filling vacancies of member insurers, and the Director filling public member 
vacancies. The existing language provides that the board consists of between five and nine 
members. This amendment adds a requirement for the plan of operation to establish the exact 
number of members currently comprising the board within that range. This will allow the Director 
of Insurance to know whether vacancies exist on the board. "Persons" is changed to “members” 
to reflect the actual practice that AIGA members, and not individual persons, serve as board 
members.

Section 7.

Amends AS 21.80.060, "Powers and duties of the association," to bring into general 
conformance with Section 8 of the Model Act. Subsection (a)(1) removes past ambiguity by 
providing a bright line test for when the AIGA becomes obligated, i.e., when an order of
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liquidation is entered. A policy decision regarding the allocation of the A IGA’s limited resources 
is reflected by removal of the requirement for a claim to exceed $100 to be covered, and the 
addition of a limitation that a claim for unearned premiums may not exceed $10,000 per policy. 
A deadline, or bar date, is also added for when a claim must be filed with the AIGA to be 
covered. This prevents a situation the AIGA has faced in the past where a claim is made against 
it after the time when the AIGA can make a subrogation claim against the insolvent estate for 
reimbursement. A bar date is found in virtually every other state’s insurance guaranty acts.

Subsection (a)(3) deletes existing language referencing AS 21.80.110 because it is 
superfluous. An existing ambiguity is also cured by specifying that the applicable "preceding 
year” to be used in calculating assessments is the calender year "preceding the assessment.” 
This also reflects the AIGA’s actual practice. Language allowing a financially-troubled member 
to be "exempt" from an assessment is deleted as unnecessary given the fact assessments in 
Alaska are passed through directly to insureds, and thus, an assessment would not impair the 
financial position of the member. Language is also added to make clear the AIGA is empowered 
to decide in what order claims are paid. This reduces the risk of suits stemming from 
dissatisfaction with the order chosen. New language also addresses the AIGA's ability to collect 
on assessments that had been deferred because of a member insurer’s financial condition, and 
how other member insurers who have to cover a deferred assessment can later recoup the 
excess assessment they may have paid. An assessment should not be paid where it would 
drive an insurer closer to insolvency, and a member who has to pay extra because of some 
other member’s inability to do so should be able to get paid back when the deferment ends.

Subsection (a)(5) deletes certain existing language given a corresponding deletion to AS 
21.80.080. The deleted language is replaced with new language recognizing the right of the 
AIGA to control the defense of a covered claim. If the AIGA is the one paying the claim, it should 
be allowed to control the direction of the defense of the claim, including identity of defense 
counsel. This reflects the AIGA’s existing practice.

Subsection (b)(7) is deleted. It has never been part of tne Model Act, and it is uncertain 
what it adds beyond what would be authorized under subsection (b)(3).

Section 3.

Amends AS 21.80.070(c), “Plan of operation,” to bring into conformance with Section 9 
of the Model Act. Requires the plan of operation to establish procedures for handling assets 
received from the estate of an insolvent insurer, and to require board members to designate an 
individual as their representative on the board, as well as the alternate or substitute 
representative for the appointed person. Such requirements place reasonable bounds on the 
discretion of the board in its operations.

Section 9.

Amends AS 21.80.080, "Duties and powers of the director," to bring into conformance with 
Section 10 of the Model Act. In so doing, the former requirement for the AIGA to notify insureds
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of insolvent insurers of the insolvency and their rights under the Act is deleted. This role has 
historically been accomplished by the Division oflnsurance itself, or through the receiver for the 
estate of the insolvent insurer.

Section 10.

Amends AS 21 .80.090(a), “Effec+ of paid claims," to bring into conformance with Section 
11 .A of the Model Act. The changes are limited to stylistic clarifications and cross-referencing 
changes in the next section.

Section 11.

Amends AS 21 .80.090(b), “Effect of paid claims,” to bring into conformance with Section 
11 .C of the Model Act. Adds language recognizing the AIGA’s status as a claimant in the estate 
of the insolvent insurer as to amounts paid out by the AIGA to satisfy covered claims against the 
insolvent insurer, and also grants the AIGA the right to receive distributions under applicable 
liquidation statutes with a priority equal to what the claimant would have been entitled. Such 
rights allow the AIGA to recoup some or all of the amounts it pays to satisfy covered claims, and 
thus not overburden the system or Alaska insureds. A clarification is made that although a 
receiver is bound by the AIGA’s determinations or settlements which release the AIGA's liability 
to a claimant, this does not extend to claim amounts alleged to exceed the AIGA’s statutory limit. 
This primarily comes up when there is a dispute as to the amount of the AIGA’s statutory limit 
as to certain claims. If the receiver contends the AIGA paid more than its statutory limit, the 
amendment makes clear the receiver may seek review of the issue by the court, and is not 
automatically bound by the amount of the AIGA’s payment.

Section 12.

Creates new section AS21.80.095, “Prohibited claims.” The language comes from the 
Model Act’s definition of “covered claim," and is also present in existing AS 21.80.180(3). The 
language is placed in a separate section to avoid putting substantive law in a definition section.

Section 13.

Amends AS 21.80.100(a), “Nonduplication of recovery,” to bring into conformance with 
Section 12.A of the Model Act. Makes clear that the obligation of a claimant to exhaust other 
available insurance coverage before seeking a recovery from the AIGA extends to insurance 
available from insurers other than those who are members of the AIGA.

Section 14.

Repeals and reenacts AS 21.80.110, "Prevention and detection of insolvencies," to bring 
into conformance with Section 13 of the Model Act. Makes the AIGA’s role in advising the 
Director on insurer insolvency and reporting discretionary. The changes reflect actual practice 
and avoid the appearance of any conspiracy by the board against an impaired member.
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S e c t i o n  1 5 .

Amends AS 21.80.120, “ Examination of the association," to change the due date for the 
AIGA to file its certified financial report. The report is prepared by an outside auditing firm. By 
not having it due until after April 15, the AIGA obtains the report at a cheaper price. The due 
date also coincides with the board’s annual meeting, when the report is provided to the Director.

Section 16.

Amends AS 21.80.150, "Immunity,” to bring into conformance with Section 17 of the 
Model Act. Clarifies that immunity is provided not only for action taken, but for any failure to act. 
Also expressly extends immunity to an alternate orsubstitute representative of a board governor.

Section 17.

Amends AS 21.80.160, “Stay of proceedings and reopening of default judgments,” to 
bring into general conformance with Section 18 of the Model Act, except it was felt a 90-day 
stay, rather than the six months specified in the Model Act, would be sufficient as the remaining 
language would allow extensions to be sought. Also gives the AIGA the right to waive a stay of 
proceedings. Underthis section, a stay of proceedings is automatic. The waiver option provides 
a quick and easy way to allow a suit to continue where the AIGA sees that to be advantageous.

Sec 18.

Repeals and reenacts AS 21.80.180, “Definitions,” to bring into conformance with Section 
5 of the Model Act. Adds definitions for “affiliate," "claimant," "control,” and “resident.” These 
terms are contained within language being added to the Act under previous sections.

Section 19.

This section provides a transitional provision regarding how the amendments will affect 
the existing terms of the board of governors.
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Received from: Dwight Perkins, Deputy Commisioner
Department of Labor & Workforce Development

MEMO

T h is  is  in  r e s p o n s e  to  y o u r  r e q u e s t  to  rev iew  H o u se  Bill 3 1 0 , a  p r o p o s a l  to  a m e n d  
A S  2 1 .8 0 .0 1 0 , e t  s e q ,,  re la tin g  to  th e  A la sk a  I n s u ra n c e  G u a ra n ty  A s s o c ia t io n  
(AIGA). T h is  bill w a s  In tro d u c e d  in to  th e  A la sk a  H o u se  o n  1 /21/2000, a n d  r e fe r r e d  to  
th e  L a b o r  a n d  C o m m e rc e  a n d  th e  Ju d ic ia ry  C o m m itte e s . A s  y o u  r e q u e s te d ,  I 
e x a m in e d  it o n ly  in  lig h t o f  th e  A la sk a  W o rk e rs ’ C o m p e n s a tio n  A c t (AW CA) (A S 
23 .30) a n d  th e  r e g u la t io n s  a n d  c a s e  law  re la tin g  to  w o rk e r s ’ c o m p e n s a t io n  in  
A la sk a .

A lth o u g h  th e  p ro p o s e d  le g is la tio n  a p p e a r s  to  p ro v id e  fo r  c o v e ra g e  o f  th e  full 
b e n e f it  a m o u n t  o f  m o s t  w o rk e r s ’ c o m p e n s a tio n  c la im s  a g a in s t  in s o lv e n t  m e m b e r  
in s u re r s ,  it d o e s  n o t  a p p e a r  to  p ro v id e  c o v e ra g e  fo r  all w o rk e r s ’ c o m p e n s a t io n  
c la im s . S p e c ific a lly , p ro p o s e d  A S  21.80.060(a)(1)(B ) c o n ta in s  tim e  lim its  o n  th e  
filing  o f  c la im s  w ith  th e  AIGA, w h ic h  w o u ld  b a r  c e r ta in  (o th e rw ise  c o m p e n s a b le )  
w o rk e rs ’ c o m p e n s a t io n  c la im s .

P r o p o s e d  A S  21 .80 .060(a)(1) p la c e s  a  $10 ,000.00 m a x im u m  c a p  o n  th e  A IG A ’s  
liab ility  fo r  c la im s  a g a in s t  a n  in so lv e n t m e m b e r  In su re r . H o w ev er, th i s  s e c t io n  
sp e c if ic a lly  e x e m p ts  w o rk e r s ’ c o m p e n sa tio n  c la im s  fro m  th is  m o n e ta ry  a m o u n t  
lim it, p e rm itt in g  th e  AIGA to  m e e t liability fo r  full b e n e f i ts  p ro v id e d  u n d e r  th e  
AW CA.

P r o p o s e d  A S  21 .80.060(a)(1)(B ) e x e m p ts  th e  AIGA fro m  liab ility  fo r  c la im s  f ile d  w ith  
th e  AIGA m o re  th a n  18 m o n th s  a f te r  th e  o rd e r  liq u id a tin g  th e  in s o lv e n t  m e m b e r  
in s u re r , o r  th e  liq u id a tio n  o rd e r ’s  final d a te  fo r  filing  c la im s  (w h ic h e v e r  Is  e a r l ie s t) .  
T h e  AW CA a t  A S  23 .30 .105 (a) sp e c if ic a lly  p e rm its  w o rk e r s ’ c o m p e n s a t io n  c la im s  to  
b e  filed  m o re  th a n  tw o  y e a r s  a f te r  a  w o rk  in ju ry  fo r  " la te n t  d e f e c ts  p e r t in e n t  to  a n d  
c a u s in g  c o m p e n s a b le  d isa b ility .” In p la in e r  E n g lish , a n  in ju re d  w o rk e r  c a n  file  a  
c la im  m o re  th a n  tw o  y e a r s  a f te r  a  w ork  in ju ry , if th a t  in ju ry  la te r  p r o g r e s s e s  In to  a  
d is a b l in g  c o n d itio n . It is  a l s o  w o rth  n o tin g  th a t  th e  AW CA p ro v id e s  th a t  e v e n  v e ry  
la te  n o tic e -o f- in ju ry  r e p o r ts  w ill n o t b a r  a  c la im  u n d e r  c e r ta in , e n u m e r a te d ,  
c i r c u m s ta n c e s .  A S  23 .30 .100(d).

In th e  p r o p o s e d  le g is la tio n , th e re  a p p e a r s  to  b e  n o  w o rk e r s ’ c o m p e n s a t io n  
e x c e p tio n  to  th e  AIGA liab ility  t im e  lim its. F ro m  o u r  y e a r s  o f  e x p e r ie n c e ,  w e  k n o w  
th a t  a  fa ir  n u m b e r  o f  c o m p e n s a b le  c la im s  a re  filed  m o re  th a n  tw o  y e a r s  a f te r  a  
w o rk  in ju ry . H .B. 3 1 0  a p p e a r s  to  h a v e  a  s ig n if ic a n t g a p  in  th e  AIGA’s  p r o p o s e d  
c o v e ra g e  o f  th e  w o rk e r s ’ c o m p e n s a tio n  liability  o f  in s o lv e n t m e m b e r  in s u r e r s .  If 
thB p r o p o s e d  le g is la t io n  c o n ta in e d  a  w o rk e rs ’ c o m p e n s a t io n  e x c e p tio n  to  t h e  c la im  
tim e  lim its , s im ila r  to  th e  p ro p o s e d  e x c e p tio n  to  th e  m o n e ta ry  lim its , th i s  g a p  in 
liability  w o u ld  p r e s u m a b le  c lo s e .

R E C E I V E D  

FEB 0 3  2000
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Date Referred to Committee: January  24, 2000 FURTHER REFERRALS: Judiciary

Date of Committee Action: f& ln  3 3  / "2\C)&0

The LABOR AND COMM ERCE Committee considered: HB 314

HOUSE BILL NO. 314 PROCUREM ENT PREFS.PARTNERSHP/LTD LIAB CO

"An Act clarifying the requirements for limited liability companies and partnerships to qualify for the Alaska bidder’s 
and disability preferences under the State Procurem ent Code; and providing for an effective date."

recom m ends it be rep laced
w ith  th e  follow ing com m ittee  su b stitu te

[ ] additional referral to_______________
[ j attached amendment(s)

A D O P T S : ___________________________

Committee

___________________________Letter of Intent

A T T A C H E S  N E W  FISCAL NOTE(s): (Dep0 A P P R O V E S  PREVIOUS:

[ ] fiscal noie(s) [ ] fiscal note(s)

[ ] the same title 
[ ] a new title

(DqX/Dito)

[ ] zero fiscal note(s)
->— r

[ (/T'zero fiscal note(s) 7 ) /0  lQ- 111 3 b  j a ±

SIGNING WITH RECOMMENDATIONS

z _ :  r s :

Q-*r.—

C H A I R’S S I G N A T U R E



FISCAL NOTE No: l

STATE O F ALASKA
2000 LEGISLATIVE SESSION

Bill Version: HB 3 1 4
(H) Publish Date: 1 / 2 4/ 0 0

Revision Date/Time (Note if Correction):____________________
Title: LLC/LLP'a Qualifying fo r Alaska Bidder Preference and

Disability P re ference _____________________________
Sponsor: Ru le3 Committee _____________________________

Department Affected: All
BRU : Centralized Administrative Services
Component: Purchasing

Requesto r Governor COMPONENT SER IA L NO. 60

Expenditures/Revenues: (Thousands o f Dollars)

OPERATING EXPENDITURES FY 2001 FY 2002 FY2003 FY 2004 FY 2005 FY 2006
PERSONAL SERV ICES
TRAVEL
CONTRACTUAL
SUPPL IES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPEND ITURES

CHANGE IN REVENUES f )

FUND SOURCE : (Thousands o f Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
OTHER (Specify Type)
TOTAL 0.0 0.0 | 0.0 0.0 0.0 0.0

Estimate o f any cu rren t y ea r (FY  2000 ) cost: $ 0.0

FULL-TIME
PART-TIME
TEMPORARY

N/A
N/A
N/A - - •

A N A L Y SIS: (Attach a separate page if necessary.)

This bill w ould am end AS 36.30.170(b) and (e) to establish qualifications for application o f  the A laska Bidder 
and D isability preferences to Limited Liability Companies and Limited Liability Partnerships bidding on State 
contracts.

There is no fiscal impact.

Prepa.ad bv: Marsha Hubbard. Director 
Division: General Services_____________

Phone: 465 -5687

Robert Poe Jr.Approved by Commissioner:
Agency: Department o f Administration

Date 11/29/99

Date: 11/30/99

PREPA RER  TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
COM M ITTEE C O f^^Urt̂ er c*l3,r'bu<lon in ôrniatlon' ca*l Governor’s Legislative Office
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January 21, 2000

The Honorable Brian Porter 

Speaker of the House 

Alaska State Legislature 

State Capitol 

Juneau, A K  99801-1182

Dear Speaker Porter:

I a m  transmitting a bill clarifying the statutory requirements for limited liability 

companies and limited liability partnerships to qualify for the Alaska bidder's and 

disability preferences under the State Procurement Code.

Limited liability companies (LLCs) and limited liability partnerships (LLPs) were 

recently recognized in state law, well after the state procurement code established its 

Alaska bidder and disability preferences. Therefore, the procurement code preferences 

do not clearly prescribe qualification requirements for LLCs or LLPs.

B y  providing needed clarification and recognizing LLCs and LLPs under the state 

procurement code, this bill furthers the legislative objective of ensuring that Alaska 

businesses receive a preference while safeguarding application of the preferences to 

bonafide resident businesses.

Sincerelv.
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l c  i f  r a “IK* TONY KNOWLES, GOVERNOR

D EPA R TM EN T O F  A D M IN IST R A T IO N

OFFICE OF THE COMMISSIONER

P.O. BOX 110200 
JUNEAU. ALASKA 99811-0200 
PHONE: (907) -165-2200
FAX: (907) -165-2135

S ponsor S ta tem ent for HB 314

"An act clarifying the requirements for limited liability companies and 
partnerships to qualify for the Alaska bidder’s and disability preferences under 
the State Procurement Code; and providing for an effective date."

Passage of HB 314 is necessary to clarify the Alaska bidder and disability 
preferences sections of the State procurement statutes regarding limited liability 
partnerships and limited liability corporations.

Our Procurement Code became effective in 1988, before the inception of limited 
liability corporations and limited liability partnerships, which were allowed to 
organize in 1995 and 1997 respectively. Therefore, the procurement preference 
sections in statute make no reference to them.

This bill inserts language that specifically mentions these types of businesses in 
the preference sections of the Procurement Code. It also stipulates that all 
managing directors of the limited liability corporation or partnership must be 
residents of Alaska to qualify for the Alaska bidder’s preference. In order to 
qualify for a disability preference, each of the managing directors of the limited 
liability corporation or partnership must also have a disability.

This clarification is necessary for us to grant preferences to bonafide Alaskan 
businesses, and it furthers the legislative objectives of the Procurement Code by 
ensuring that Alaskan businesses receive an advantage in state procurements.

Printed on recycled paper 
£  by Alaska Litho, Inc.



TONY KNOWLES, GOVERNOR

D E P A R T M E N T  O F  A D M IN IS T R A T IO N

/

; JUNEAU. ALASKA 99811-0200 
PHONE: (907)465-2200
FAX: (907) 465-2135

P.O. BOX 110200

OFFICE OF THE COMMISSIONER

February 2 ,2000

The H onorable N orm an Rokeberg

RECEIVED 
FEB 0 3 2000

A laska State Representative 
State Capitol, Room  208 
Juneau, A K  99801

Dear Representative Rokeberg:

I respectfully request that you schedule House Bill 314, an act clarifying the requirem ents for 
limited liability com panies (LLCs) and partnerships (LLPs) to qualify for the Alaska bidder's and 
disability preferences under the State Procurement Code, for a hearing in the House Labor and 
Com m erce Comm ittee.

This bill provides needed clarification in recognizing LLCs and LLPs under the state 
procurem ent code and furthers the legislative objective o f  ensuring Alaska businesses receive a 
preference w hile safeguarding application o f  the preferences to bonafide resident businesses.

I f  you have any questions or need additional information, please feel free to contact me or my 
legislative liaison, David Koivuniemi.

Thank you in advance for your cooperation.

Robert Poe, Jr. 
Comm issioner

RP/DM D/jd
cc: Pat Pourchot, Legislative Director, Office o f  the Governor

Printed on recycled paper 
by Alaska Litho, Inc.





Anchorage, AK 99501 
Phone: 907-269-0174 
Fax: 907-269-0177

Interim
716 W. 4'1' Avenue

Session
State Capitol Bldg., Suite 406 

Juneau, AK 99801 
Phone: 907-465-3783 
Fax: 907-465-293

R e p r e s e n t a t i v e  L i s a  M u r k o w s k i
G o v e r n m e n t  h il l  • E l m e n d o r f  • E a st  A n c h o r a g e

To: L abor and Com m erce Com m ittee

From: Representative L isa M urkowski 

CC:

Date: 2 /2 8 /0 0

Re: H B  316 /  SB 222 -  Em ploym ent Securities Act Subcom m ittee Report

February 15, 2000.
Members present: Reprcscntative(s) Halcro, Rokeberg and Cissna.

Also present Dwight Perkins, Deputy Commissioner, DOL; Rebecca Gamez, 
D irector, Division o f  Employment Security and Charles Blankenship o f  the same 
Division.

A m endm ent #1 hv Representative Pokeberg
Issue: Including failure to comply with an employer’s written drug policy while on 
the job under the definition o f “Misconduct”

Action: The Departm ent representatives noted that they have no objection to the 
addition o f  the language, however, they wished to take the proposed language and 
work to make it a bit clearer. With no objection that was so moved.

Result: The “Misconduct” amended language was returned, approved and inserted 
into the CS SB 222 which is before the committee today.

A m endm ent # 2  by Rcp-escntative Murkowski
Issue: Relating to allowing a person on unemployment insurance the ability to attend 
jury service and keep their insurance uninterrupted.

Action: The Departm ent representatives noted this exception and that they have 
created steps to alleviate this situation.

Result: The subcommittee decided not to take action on this am endm ent as it was an 
isolated case. Instead, the Departm ent was asked to come forward to explain on the 
record these types o f  situations and how they have acted to alleviate them.
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A M E N D M E N T

1 Page 2, following line 20:

2 Insert a new bill section to read:

3 "* Sec. 4. AS 23.20.379 is amended by adding a new subsection to read:

4 (f) In this section, "misconduct" includes conduct in violation of an

5 employer’s policy concerning the use of drugs."

6 Renumber the following bill sections accordingly.

7 Page 3, line 11:

8 Delete "sec. 5"

9 Insert "sec. 6"

10 Page 3, line 17:

11 Delete "Sections 1 - 4"

12 Insert "Sections 1 - 5"

13 Page 3, line 18:

14 Delete "Sections 5 and 6"

15 Insert "Sections 6 and 7"
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A M E N D M E N T  #  2

OFFERED IN THE HOUSE REPRESENTATIVE MURKOWSKI

TO: HB 316

Page 2, following line 12
Insert a new bill section to read

“ Sec. 3 AS 23.20.378 (a)(2) is amended to read:

(2) for a condition described in (1)(A) -  (C) or (E l [(1)] o f this subsecdon, 
th e  cond ition  occurs during an uninterrupted period o f unemployment immediately 
following a week for which the insured worker has filed a compensable claim, and 3work 
has not been offered that would have been suitable for the insured worker before the illness, 
disability, hundng, fishing, medical travel, [JURY SERVICE,] or funeral attendance.”

Renumber the following bill secdons accordingly.



Sec. 23.20.378. Able to w ork an d  available for su itab le  work.

(a) An insured worker is cntidcd to receive waiting-week credit or benefits for a week o f 
unemployment if for that week the insured worker is abie to work and available for suitable 
work. An insured worker is no t considered available for work unless registered for work in 
accordance with reguladons adopted by the department. An insured worker may not be 
disqualified for failure to comply with this subsecdon if

(1) the insured worker is not available for work because the insured worker

(A) is ill or disabled;

(B) is traveling to obtain medical services that are not available in the area in which the 
insured worker resides, or, if a physician determines it is necessary, the insured worker is 
accompanying a spouse or dependent who is traveling to obtain medical services;

(C) resides in the state and is non commercially hunting or fishing for personal survival or 
the survival o f dependents;

(D) is serving as a prospective or impaneled juror in a court; or

(E) is attending the funeral o f  an immediate family member for a period o f no longer than 
seven days; and

(2) a condition described in (1) o f this subsection occurs during an uninterrupted period 
o f  unemployment immediately following a week for which the insured worker has filed a 
compensable claim, and work has not been offered that would have been suitable for the 
insured worker before the illness, disability, hunting, fishing, medical travel, jury service, or 
funeral attendance.
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S t a t e  o f  A l a s k a

Ol I II I (II till G.IS I RM'K 
JlNKU

January 21. 2000

The Honorable Brian Porter 
Speaker o f  the House 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Speaker Porter:

Recent amendments to federal law regarding job training and unemployment insurance require 
the state to update certain statutory references in these areas. This bill 1 transmit today 
accom plishes this requirement.

Congress repealed the Job Training Partnership Act, replacing it with the Workforce Investment 
Act o f  1998. This bill makes corresponding changes to state law. Similarly, the bill updates the 
classification system for employers determining their contribution rate to the unemployment 
com pensation fund. The federal Office o f Management and Budget decided in 1997 to replace 
the Standard Industrial Classification Code with the North American Industry Classification 
System. The updated coding system was developed jointly by the United States, Canada, and 
Mexico to provide new com parability in data about business activity across North America.

The bill also clarifies that an unem ployment insurance claimant is not entitled to benefits for the 
first six weeks o f  unemployment if  termination was for misconduct connected with the 
claim ant’s last work. Finally, the bill provides definite beginning and ending dates for a 
claim ant’s "benefit year."

In order to keep Alaska's labor and unemployment statutes current with federal law. I urge your 
prompt and favorable action on this measure.

Sincerely.
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Page 2, following line 20,

Insert a new bill section to read:

"* Sec. 4. AS 23.20.379 is amended by adding a new subsection to read:

(0 In this section, "misconduct" includes a violation of an employer's 

written policy concerning the use of drugs or alcohol that is consistent 

with AS 23.10.620.

New Section 

Definitions:

Add to Sec. 23.20.520

(22) "alcohol" means ethanol, isopropanol, or methanol;

(23) "drugs" means a substance considered unlawful under AS 11.71 or the metabolite of 

the substance;



D r u g  T e s t i n g  S t a t u t e s

AS 23.10.600. Employer Protection From Litigation.

(a) If an  em p lo y e r  h a s  e s t a b l i s h e d  a d rug  and  alcohol tes t ing  policy a n d  initiated a 
te s t ing  p rog ram  unde r  A S  23.10.600 -
23.10.699, a  p e r so n  m ay  not bring an  action for d a m a g e s  a g a in s t  th e  em p lo y e r  for

(1) ac t ion s  in good  faith b a s e d  on th e  resu l ts  of a  positive d rug  t e s t  o r  alcohol 
impairm en t test;

(2) failure to t e s t  for d ru g s  o r  alcohol impairm en t or failure to t e s t  for a  specific d rug < 
a n o th e r  controlled

s u b s ta n c e ;
(3) failure to t e s t  or, if te s ted ,  failure to d e te c t  a  spec ific  drug o r  o th e r  su b s ta n c e ,  a  

m ed ica l condition, or a mental,
emotional, or psycholog ical d iso rd e r  or condition; or
(4) term ination or s u s p e n s io n  of a  drug or a lcohol preven tion  o r te s t ing  p rog ram  or 

policy.

(b) A p e r so n  may not bring an  ac tion  for d a m a g e s  b a s e d  on  te s t  r e su l ts  a g a in s t  an  
em p lo ye r  w ho  h a s  e s tab l i s h ed  a n d  im p lem en ted  a drug a n d  a lcohol te s t ing  p rog ram  
un d e r  AS 23.10.600 - 23.10.699 un le s s  th e  em ploye r 's  ac tion w a s  b a s e d
on a  fa lse  positive te s t  resu l t a n d  the  em p loye r  knew  or clearly shou ld  h a v e  known th a t  
the  resu l t w a s  in e rro r a n d  igno red  th e  true  t e s t  resu l t b e c a u s e  of r e ck le s s  or malic ious 
d is rega rd  for th e  truth o r  th e  wilful in tent to d ec e iv e  o r be  d ece iv ed .

(c) In a  claim, including a  claim un d e r  AS 23.10.600 - 23.10.699, if it is a l leg ed  tha t an  
employer's  action w a s  b a s e d  on  a  fa lse  positive t e s t  result,

(1) th e re  is a  rebu t tab le  p re sum p tio n  that th e  t e s t  result w a s  valid if th e  em p loye r  
complied with th e  provis ions of AS23.10.600 - 23.10.699; a nd

(2) th e  em p loye r  is no t liable for m one ta ry  d a m a g e s  if th e  em p loye r 's  re l iance  on a 
fa lse  positive te s t  result w a s  r e a s o n a b le  and  in g ood  faith, r e a s o n a b le  a n d  in good  faith.

(d) A p e r so n  may not bring an  ac tion for d a m a g e s  a g a in s t  a n  em p lo y e r  for a n  ac tion 
tak en  re la ted  to a  fa lse  n eg a t iv e  drug t e s t  or alcohol im pa irm en t test.

(e) A p e r so n  may not bring an  ac tion  ag a in s t  a n  em p loy e r  b a s e d  on  failure of th e  
em p loye r  to es tab l ish  a p ro g ram  or policy on s u b s t a n c e  a b u s e  p reven tion  or to 
im plem ent d rug tes ting o r a lcohol impairmen t tes ting .

AS 23.10.610. Limits On C a u s e s  of Action For D isc losu res.

A p e r so n  m ay  not bring a n  ac tion  for d e fam a t ion  of ch a rac te r ,  libel, s lander, o r  d a m a g e  
to repu ta t ion  a g a in s t  an  em p lo y e r  who h a s  e s ta b l i s h e d  a p ro g ram  of d rug  te s t ing  or 
alcohol impairmen t te s t ing  u n d e r  AS 23.10.600 - 23.10.699 if th e  ac tion  
is b a s e d  on drug or a lcohol te s t ing  un le s s



(1) th e  resu l ts  of the  t e s t  w e r e  d is c lo sed  to  a  p e r so n  o th e r  th an  the  employer, an 
au tho rized  em p loyee , a g e n t  o r  r e p re s e n ta t iv e  of th e  employer, th e  t e s t e d  em ployee , th e  
te s te d  p ro sp ec t iv e  em p loyee , o r  a n o th e r  p e r s o n  au tho r iz ed  or privileged by law to 
rece iv e  th e  information;

(2) th e  information d i s c lo sed  w a s  a  fa lse  positive te s t  result;
(3) th e  fa l se  positive t e s t  re su l t  w a s  d i s c lo sed  negligently; a nd
(4) all e l em en t s  of a n  ac tion  for d e fam a t io n  of ch a rac te r ,  libel, s lander,  or d a m a g e  to 

repu ta t ion  a s  e s tab l i s h ed  by law a re  sa tisf ied .

AS 23.10.615. Employer's Compliance Voluntary.

Com p l iance  with A S  23.10.600 - 23.10.699 by em p lo y e rs  is voluntary.

AS 23.10.620. Employer Policy.

(a) U nde r  A S  23.10.600 - 23.10.699, a n  em p lo y e r  m ay  only carry ou t th e  te s t ing  or 
re tes t ing  for th e  p r e s e n c e  o r e v id e n c e  o f u s e  of d ru g s  or alcohol a f te r  adop t ing  a  written 
policy for th e  te s t ing  a nd  re te s t in g  a n d  informing em p lo y e e s  of th e  policy. T he  em p loye r  
m ay  inform em p lo y e e s  by distributing a  copy  of th e  policy to e a c h  em p lo y e e  s ub je c t  to 
te s t ing  or m ak ing  th e  policy ava ilab le  to  em p lo y e e s  in th e  s a m e  m a n n e r  a s  th e  em p loye r  
informs its em p lo y e e s  of o th e r  p e r so n n e l  p rac t ice s,  including inclusion in a p e r so nn e l 
h a n d b oo k  o r  m anu a l or po s t ing  in a  p la c e  a c c e s s ib l e  to em p lo y ee s .  T he
em p loy e r  shall inform p ro sp ec t iv e  em p lo y e e s  th a t  th ey  m u s t  und e rgo  d rug  testing .

(b) T h e  written policy on d rug  a n d  a lcoho l te s t ing  m us t include, a t  a  m inimum,

(1) a  s ta t em e n t  o f  th e  em p loye r 's  policy r e sp e c t in g  drug a n d  alcohol u s e  by 
em p lo y ee s ;

(2) a  desc r ip tion  of th o s e  e m p lo y e e s  o r p ro sp ec t iv e  em p lo y e e s  who a r e  s ub je c t  to 
testing;

(3) th e  c i r c um s ta n c e s  u n d e r  which  te s t in g  m ay  b e  required;
(4) th e  s u b s t a n c e s  a s  to  which te s t ing  m ay  be  required;
(5) a  desc rip tion  of th e  te s t ing  m e th o d s  a n d  collection p ro c e d u r e s  to b e  used , 

including a n  em p lo yee 's  right to a  con firm ato ry  drug t e s t  to b e  rev iew ed  by a l icen sed  
physic ian o r do c to r  of o s te o p a th y  a f te r  a n  initial positive d rug

te s t  resu l t in a c c o r d a n c e  with A S  23.10.640(d);
(6) th e  c o n s e q u e n c e s  of a  re fu sa l to  par t ic ipa te  in th e  testing;
(7) any  a d v e r s e  p e r so nn e l  ac t ion  th a t  m ay  b e  ta k en  b a s e d  on th e  te s t ing  p ro ced u re  

o r  results;
(8) th e  right of a n  em p loyee , on  th e  em p lo y e e 's  reques t,  to  ob ta in  th e  written te s t 

re su l ts  a n d  th e  obligation o f th e  em p lo y e r  to p rov ide written te s t  resu l ts  to  th e  em p lo y e e  
within five working d a y s  a f te r  a w ritten r e q u e s t  to  do  so, s o

long a s  th e  written r e q u e s t  is m a d e  within s ix  m on th s  a f te r  th e  d a te  o f  th e  test;
(9) th e  right of a n  em p loyee , on  th e  em p lo y e e 's  reques t,  to exp la in in a  confidential 

setting, a  positive t e s t  result; if th e  em p lo y e e  r e q u e s t s  in writing an  opportun ity to  explain 
th e  positive t e s t  resu l t within 10 working d a y s  a f te r  th e

em p lo y e e  is notified of th e  t e s t  result, th e  em p lo y e r  m u s t provide an  opportunity, in a 
confidentia l setting, within 72

hou r s  a f te r  receiv ing th e  em p lo y e e 's  w ritten notice, or be fo re  taking a d v e r s e  
em p loym en t action;



(10) a  s ta tem en t  of th e  em ploye r 's  policy reg a rd ing  th e  confidentiality o f  th e  t e s t  
results.

(c) An em p lo y e r  m ay  require  th e  collection a n d  te s t in g  of a  s am p le  of an  em p lo y e e 's  o r 
p ro sp ec t iv e  em p loyee 's  urine or b re a th  for any  job-rela ted p u rp o s e  c on s i s te n t  with 
b u s in e s s  n ece s s i ty  a n d  th e  te rm s  of th e  em p loye r 's  policy, including

(1) investiga tion of po ss ib le  individual em p lo y e e  impairment;
(2) investigation of a c c id en ts  in th e  workp lace; an  em p lo y e e  m ay  b e  requ ired  to 

u n d e rg o  drug tes t ing  o r alcohol im pa irm en t te s t ing  for a n  a c c id en t if the t e s t  is t a k e n  a s  
s o o n  a s  p rac ticab le  a f te r  an  a c c id en t a n d  th e  t e s t  is adm in is te red  to  em p lo y e e s  w ho  th e  
em p lo y e r  r e a son ab ly  be l ieves  m ay  h a v e  con tr ibu ted  to  th e  acc iden t;

(3) m a in te n a n c e  o f  sa fe ty  for em p lo y e e s ,  c u s tom e r s ,  clients, o r th e  public a t  large;
(4) m a in te n a n c e  of productivity, th e  quality o f  p ro du c t s  o r  se rv ices ,  or secu r i ty  of 

p roperty  or information;
(5) r e a s o n a b le  susp ic ion  tha t a n  em p lo y e e  m ay  b e  a f fe c ted  by th e  u s e  of d ru g s  or 

a lcohol a n d  th a t  th e  u s e  m ay  adv e rse ly  affec t th e  job  p e r fo rm an ce  o r  th e  work 
env ironmen t.

(d) In addition to t e s t s  requ ired  u n d e r  (c) o f th is sec tion , an  em p lo y e r  m ay  require  
em p lo y e e s  or g ro up s  of em p lo y e e s  to
u n d e rg o  d rug  tes t ing  on a  random  o r  c h a n c e  b a s is .

(e) If a n  em p loy e r  insti tu tes a  policy of d rug  te s t ing  o r  a lcohol im pa irm en t te s t ing  u n d e r  
A S  23.10.600 - 23.10.699, th e  policy m u s t  identify which em p lo y e e s  o r  pos it ions  a r e  
s ub je c t  to  testing. An em p lo y e r  m u s t  te s t  all o r p a r t  of th e  work force
b a s e d  on  cons ide ra tion  of s a fe ty  for em p lo y e e s ,  c u s tom e rs ,  clients, o r th e  public a t  
large. An em p loye r  m ay  not initiate a  te s t ing  p ro g ram  u n d e r  AS 23.10.600 - 23.10.699 
until a t le a s t  30 d a y s  a f te r  th e  em p lo y e r  notifies e m p lo y e e s  o f  th e  em p loye r 's  in tent to 
im p lem en t th e  p rog ram  and  m ak e s  written c o p ie s  of th e  policy ava ilab le  a s  requ ired  by
(a) of th is section .

(f) T he  prov is ions of AS 23.10.600 - 23.10.699 m ay  no t b e  c o n s t ru e d  to d isco u rag e ,  
restrict, limit, prohibit, or requ ire  on-site d rug  te s t in g  o r  a lcohol im pa irm en t testing .

A S  23.10.630. Collection of Samples.

(a) An em p lo y e r  m ay t e s t  a n  em p lo y e e  for th e  p r e s e n c e  of d ru g s  o r  for a lcohol 
impairment. An em p loye r  m ay te s t  a
p ro sp ec t iv e  em p lo y e e  for th e  p r e s e n c e  of d rugs .

(b) In o rd e r  to t e s t  reliably, a n  em p lo y e r  m ay  requ ire  a n  em p lo y e e  o r  p ro sp ec t iv e  
em p lo y e e  to provide a  s am p le  of th e  individual's ur ine o r  b re a th  a n d  to p r e s e n t  reliable 
individual identification to th e  p e r so n  collecting th e  sam p le .  Collection
of th e  s am p le  m us t conform  to th e  r e q u i rem en ts  of AS 23.10.600 - 23.10.699. T he  
em p lo y e r  m ay  d e s ig n a te  th e  type  of s am p le  to b e  u s e d  for tes ting .

(c) An em p lo y e r  shall normally s c h e d u le  a  d rug  t e s t  o r a n  a lcohol im pa irm en t t e s t  of 
em p lo y e e s  during, or immedia te iy  b e fo re  o r  after, a  regu la r  work  period. Alcohol 
im pa irm en t or drug tes t ing  requ ired  by an  em p lo y e r  is c o n s id e re d  to  b e



work tim e for th e  p u rp o s e s  of c om p en sa t io n  a n d  bene f i ts  for cu rren t em p loyee s .  S am p le  
collection shall b e  p e r fo rm ed  in a  m a n n e r  th a t  g u a r a n t e e s  th e  individual's privacy to the 
m ax im um  ex ten t  con s i s te n t  with en su r ing  th a t  th e  s am p le  is no t con tam ina ted , 
a du l te ra ted ,  o r  misidentified.

(d) An em p lo y e r  shall p ay  th e  entire  ac tua l c o s t s  for d rug  tes t ing  and  alcohol impairment 
te s t ing  requ ired  of em p lo y e e s  a nd  p ro sp ec t iv e  em p lo y e e s .  An em p loye r  shall a lso  pay 
r e a s o n a b l e  t r an spo r ta t ion  c o s t s  to a n  em p lo y e e  if th e  requ ired  te s t  is condu c ted  a t  a  (1) 
c on ta c t  th e  em p lo y e e  within 48 hou rs  an d  offer a n  opportunity to d i s c u s s  th e  confirming 
t e s t  result;

(2) in te rp re t a n d  e v a lu a te  th e  positive d rug  t e s t  r e su l ts  for legal use; and

(3) repo r t  t e s t  re su l ts  th a t h a v e  b e e n  c a u s e d  by prescrip tion m edica tion a s  negative.

(e) A d rug  te s t  c o n d u c te d  u n d e r  this s ec t ion  or in a n  on-site t e s t  un d e r  AS 23.10.645 for 
a  d rug  for which th e  United
S ta t e s  D ep a r tm en t  of Health a n d  H um an  S e rv ic e s  h a s  e s tab l i s h ed  a  cutoff level shall be  
c o n s id e re d  to h a v e  y ie lded a
positive resu l t  if th e  t e s t  e s t a b l i s h e s  th e  p r e s e n c e  of th e  drug a t levels equ a l to or g r e a te r  
th a n  th a t  cutoff level. F o r  a
d rug  for which th e  United S t a t e s  D ep a r tm en t  of Health a n d  H um an  S e rv ic e s  h a s  no t 
e s t a b l i s h e d  a  cutoff level, th e
em p lo y e r  shall, in th e  written policy u n d e r  AS 23.10.620, inform em p lo y e e s  of th e  cutoff 
level th a t  th e  em p lo y e r  will u s e  to 
e s tab l is h  th e  p r e s e n c e  o f  th e  drug.

location o th e r  th a n  th e  em p loyee 's  normal work site.

A S  23.10.640. Testing Procedures.

(a) S am p le  collection a n d  te s t ing  for alcohol im pa irm en t a n d  d ru g s  un d e r  AS 23.10.600 - 
23.10.699 shall b e  pe r fo rm ed  un d e r  r e a s o n a b le  a n d  san i ta ry  conditions. T he  p e rson  
collecting s am p le s  shall d o cum en t th e  sam p le , including labeling th e  s am p le  to  p rec lude 
to th e  e x te n t  r e a s o n a b le  th e  possibility of m isidentification of th e  p e r so n  te s te d  in relation 
to th e  te s t  resu l t provided, a n d  shall provide th e  p e r so n  to  b e  te s te d  with an  opportunity 
to prov ide  m ed ica l information th a t m ay
be  r e lev an t to th e  test, including identifying cu r ren t  o r  recen tly  u s e d  prescrip tion and  
nonp resc r ip t ion  drugs.

(b) S am p le  collection, s to rage ,  and  tran spo rta t ion  to  th e  p la ce  of te s t ing  shall be  
p e r fo rm ed  in a  m a n n e r  r e a son ab ly  d e s ig n e d  to p re c lud e  th e  possibility of s am p le  
con tam ina tion , adulterat ion, o r misidentification.

(c) S am p le  te s t ing  m us t comply with scientifically a c c e p te d  analytical m e th o d s  and  
p ro c e d u re s .  E xcep t for on-site te s t ing  u n d e r  AS 23.10.645, drug tes t ing  shall be  
c o n d u c te d  a t  a  labora to ry  a pp ro v ed  o r  certified by th e  S u b s ta n c e  A bu se  and  
Menta l H eal th  S e rv ic e s  Administra tion or th e  Co llege  of American  Pa tho log is ts,
A m er ic an  A ssoc ia t ion  o f Clinical C hem is ts .



(d) Drug testing, including on-site d rug  testing, m u s t  inc lude confirmation o f a  positive 
d rug  te s t  result. T h e  confirmation m u s t  b e  by u s e  of a  d ifferent analy tical p r o c e s s  th an  
w a s  u s e d  in th e  initial d rug  s c r e e n .  T he  s e c o n d  o r con firm ato ry  d rug  te s t  sha ll b e  a  g a s  
c h rom a to g rap h y  m a s s  sp ec trom e try .  An em p lo y e r  m ay  no t rely on a  positive drug te s t  
u n le s s  th e  con firm ato ry  d rug  te s t  r e su l ts  h a v e  b e e n  rev iew ed  by a l ic en sed  phys ic ian  o r 
do c to r  of o s te o p a th y .  T h e  phys ic ian  o r  o s te o p a th  shall

(1) con ta c t  th e  em p lo y e e  within 48 hou rs  a n d  offer a n  opportun ity  to d i s c u s s  th e  
confirm ing te s t  result;

(2) in te rp re t a n d  e v a lu a te  th e  positive drug t e s t  re su l ts  for legal u se ; a n d
(3) repo r t t e s t  re su l ts  th a t  h a v e  b e e n  c a u s e d  by p resc r ip tion  m ed ica tion  a s  nega tive .

(e) A d rug  te s t  c o n d u c te d  u n d e r  th is s ec t ion  or in a n  on-site t e s t  u n d e r  AS 23.10.645 for 
a  drug for which th e  United S t a t e s  D ep a r tm en t  of Heal th  a n d  H um an  S e rv ic e s  h a s  
e s ta b l i s h e d  a cutoff level shall b e  c o n s id e re d  to  h a v e  y ie lded a  positive resu l t if th e  t e s t  
e s t a b l i s h e s  th e  p r e s e n c e  o f  th e  drug a t  levels e q u a l  to  o r  g r e a te r  th an  th a t  cutoff level. 
F o r  a  d rug  for which t h e  United S t a t e s  D ep a r tm en t  o f  Health  a n d  H um an  S e rv ic e s  h a s  
no t e s ta b l i s h e d  a  cutoff level, th e  em p lo y e r  shall, in th e  written policy un d e r  AS 
23.10.620, inform e m p lo y e e s  of th e  cutoff level th a t  th e  em p lo y e r  will u s e  to 
e s tab l is h  th e  p r e s e n c e  of th e  drug.

A S  23.10.645. On-Site Testing.

(a) An em p lo y e r  m ay  inc lude on-site drug a n d  a lcoho l t e s t s  of em p lo y e e s  a n d  
p ro sp ec t iv e  em p lo y e e s  a s  p a r t  of th e  employer 's  d rug  a n d  a lcohol te s t ing  policy u n d e r  
AS 23.10.600 - 23.10.699. In on-site te s t ing  u n d e r  th is sec tion , an
em p lo y e r  m ay  only u s e  p ro du c ts  a p p ro v ed  by th e  Food  a n d  Drug Adm inistra tion for 
em p lo y e e  te s t ing  a n d  shall u s e  th e  p roduc ts  in a c c o r d a n c e  with th e  m anu fac tu re r ' s  
instructions. On-site te s t ing  u n d e r  th is s ec t ion  m ay  only b e  c o n d u c te d  by 
a  t e s t  adm in is t ra to r  w ho  is certified u n d e r  AS 23.10.650(b).

(b) In on-site te s t ing  u n d e r  th is  sec tion , th e  s p e c im en  to  b e  t e s t e d  m u s t  b e  kep t in s igh t 
of th e  em p lo y e e  o r  app l ic an t  w ho  is th e  s ub je c t  o f th e  tes t. T h e  t e s t  adm in is t ra to r  shall

(1) condu c t th e  t e s t  in a  m a n n e r  th a t  a llows th e  s u b je c t  of th e  t e s t  to o b s e rv e  th e  
te s t ing  p ro c e d u re  a nd  th e  results; in th e  c a s e  of a  sight- im pa ired  em p loyee ,  th e  
em p lo y e e  m ay  r e q u e s t  th e  p r e s e n c e  of an  ob se rve r ;  however, th e

t e s t  adm in is t ra to r  is no t requ ired  to  d e lay  collection of th e  s am p le  o r  adm in is tra t ion  of 
th e  t e s t  b e c a u s e  of th e  sight-impaired em p lo y e e 's  reques t;

(2) com p le te  th e  s am p le  d o cum en ta t io n  requ ired  u n d e r  AS 23.10.640(a);
(3) p r e p a r e  a  written reco rd  of th e  re su l ts  of th e  on-site test.

(c) An em p lo y e r  m ay  no t t a k e  p e rm an e n t  em p lo ym en t ac tion  a g a in s t  a n  em p lo y e e  
b a s e d  on a n  unconfirmed, s c r e e n ,  positive on-site t e s t  result. If a n  em p lo y e r  t a k e s  
tem po ra ry  a d v e r s e  em p lo ym en t  ac tion  b a s e d  on a n  on-site t e s t  result, the  
em p lo y e r  shall r e s to re  th e  em p lo y e e 's  w a g e s  a n d  ben e f i ts  if th e  confirmatory t e s t  result 
is n eg a t iv e  o r if th e  em p lo y e e  d e m o n s t r a t e s  th a t th e  positive t e s t  resu l t w a s  c a u s e d  by 
d ru g s  ta k en  in a c c o r d a n c e  with a  valid prescr ip tion  of th e  em p lo y e e  o r  by lawful 
nonp resc r ip tion  d rugs .



(a) E a ch  em p lo ye r  shall e n s u r e  th a t a t le a s t  o n e  d e s ig n a te d  em p lo y e e  re c e iv e s  a t le a s t  
60 m inu te s  of training on  a lcohol m isu s e  a n d  a t le a s t  a n  additional 60 m inu te s  of training 
on th e  u s e  of controlled s u b s ta n c e s .  T he  training will b e  u s e d  by th e  d e s ig n e e  to 
d e te rm in e  w h e th e r  r e a s o n a b le  susp ic ion  ex is ts  to requ ire  an  em p lo y e e  to unde rgo  
tes t ing  u n d e r  AS 23.10.630.

(b) If a n  em p lo y e r  adm in is te rs  on-site drug o r alcohol t e s t s  to t e s t  em p lo y e e s  or 
p ro sp ec t iv e  em p lo y e e s  u n d e r  AS 23.10.645, th e  em p lo y e r  shall e n s u r e  th a t  e a c h  p e r so n  
w ho  will b e  adm in is te r ing  th e  on-site te s t  r e c e iv e s  training and  m e e t s  th e  qualifications 
of this sub sec t ion . An on-site t e s t  adm in is t ra to r  m us t

(1) h a v e  b e e n  tra ined  by th e  m anu fa c tu re r  of th e  te s t  o r  th e  m anu fac tu re r ' s  
r ep re s en ta t iv e  on the  p ro p e r  p ro ced u re  for adm in is ter ing th e  t e s t  a n d  a c c u r a te  
eva lua t ion  of on-site t e s t  results; training m u s t  b e  c ondu c te d  in p e r so n  by a  t ra ine r  from 
th e  m anu fa c tu re r  or th e  m anu fac tu re r 's  rep re sen ta t ive ;

(2) b e  certified in writing by th e  m anu fa c tu re r  or th e  m anu fa c tu re r ’s  rep re s en ta t iv e  a s  
c om p e te n t  to  adm in is te r  a n d  e v a lu a te  th e  on-site test;

(3) h a v e  b e e n  tra ined  to re co gn iz e  adu lte ra t ion  of a s am p le  to b e  u s e d  in on-site 
testing; a nd

(4) s ign a s t a t em e n t  th a t  c learly s t a t e s  th a t  th e  on-site te s t  adm in is t ra to r  will hold all 
information re la ted  to any  p h a s e  of a  drug te s t  confidential.

AS 23.10.655. Disciplinary Procedures.

(a) An em p lo y e r  m ay t a k e  a d v e r s e  em p loym en t action b a s e d  on

(1) a positive drug t e s t  or a lcohol im pa irm en t te s t  resu l t th a t in d ica te s  a  violation of 
th e  em p loye r 's  written policy;

(2) th e  refusal of a n  em p lo y e e  o r  p ro spec t ive  em p lo y e e  to provide a  d rug  tes ting  
sam p le ;  o r

(3) th e  refusa l of a n  em p lo y e e  to  provide an  alcohol im pa irm en t te s t ing  sam p le .

(b) A dv e rs e  em p loym en t ac tion  u n d e r  (a) o f  this sec t ion  m ay  include

(1) a requ irem en t th a t  th e  em p lo y e e  enroll in a n  em p loye r  p rov ided o r em p lo ye r  
app ro v ed  rehabilitation, trea tm en t,  o r counse l ing  program ; th e  p ro g ram  m ay  include 
additional drug tes t ing  a n d  a lcohol im pa irm en t testing; th e

em p lo y e r  m ay  requ ire  partic ipa tion in th e  p rog ram  a s  a  condition of em ploym en t; 
c o s t s  of partic ipating in th e  p rog ram  m ay  or  m ay no t b e  co v e red  by th e  employer 's  
hea lth  p lan  or policies;

(2) s u s p e n s io n  of th e  em p loyee , with o r without pay, for a  d e s ig n a te d  period of time;
(3) term ina tion  of em ploym en t;

(4) in c a s e  of drug testing, re fusa l to hire a  p ro spec t ive  em p loyee ; a n d
(5) o th e r  a d v e r s e  em p lo ym en t  action.

AS 23.10.660. Confidentiality of Results; Access to Records.

AS 23.10.650. Training of Test Administrators.



A com m un ica t ion  rece iv ed  by a n  em p loye r  re levan t to d rug  te s t  o r  alcohol im pa irm en t 
te s t  re su l ts  a nd  rece iv ed  th rough  th e  em ploye r 's  te s t ing  p rog ram  is a confidentia l a n d  
privileged com m un ica t ion  and  m ay no t b e  d isc lo sed  ex cep t

(1) to th e  te s t e d  em p lo y e e  o r p ro sp ec t iv e  em p lo y e e  o r a n o th e r  p e r so n  d e s ig n a te d  in 
writing by th e  em p lo y e e  o r p ro sp ec t iv e  em p loyee ;

(2) to individuals d e s ig n a te d  by a n  em p loye r  to  rece iv e  and  e v a lu a te  te s t  r e su l ts  or 
h e a r  th e  exp lana t ion  of th e  em p lo y e e  or p ro sp ec t iv e  em p loyee ; or

(3) a s  o rd e re d  by a  cou rt o r  gove rnm en ta l  agency .

AS 23.10.670. Effect of Mandatory Testing Obligations.

An em p lo y e r  w ho  is ob liga ted  by s ta te  or fed e ra l req u i rem en ts  to h a v e  a  drug tes t ing  or 
a lcohol im pa irm en t te s t ing  policy or p rog ram  shall r ece iv e  th e  full bene fi ts  of AS 
23.10.600 - 23.10.699 e v e n  if th e  requ ired  policy o r  p rog ram  is no t 
c o n s i s te n t  with AS 23.10.600 - 23.10.699, s o  long a s  th e  em p loy e r  com p lie s  with th e  
s t a t e  o r f ed e ra l  r eq u i rem en ts  app l icab le  to th e  em p loye r 's  opera tions.

AS 23.10.699. Definitions.

In AS  23.10.600-23.10.699,

(1) "a lcohol" m e a n s  e thanol, isopropanol, o r  m ethano l;
(2) "d rug s" m e a n s  a s u b s t a n c e  co n s id e re d  unlawful u n d e r  AS 11.71 or th e  m etabo li te  

of th e  s u b s ta n c e ;
(3) "d rug tes ting " m e a n s  te s t ing  for e v id e n c e  of th e  u s e  of a  drug;
(4) "em p loy ee "  m e a n s  a  p e r so n  in th e  se rv ic e  o f  a n  employer;
(5) "em ployer" m e a n s  a  p e r so n  w ho  em p lo y s  o n e  o r m o re  full-time em p lo y e e s  u n d e r  

a  con tra c t  o f  hire, e x p r e s s  or implied, oral o r  written;
(6) "good  faith" m e a n s  r e a s o n a b le  re l iance  on fact, or th a t which is held ou t to b e  

factual, w ithou t th e  intent to d e c e iv e  o r b e  d e c e iv e d  and  w ithout r e ck le s s  or malic ious 
d is reg a rd  for th e  truth;

(7) "p ro spec t iv e  em p lo y e e "  m e a n s  a  p e r so n  w ho  h a s  m a d e  app lica tion to an  
employer, w h e th e r  written or oral, to b e c o m e  an  em p loyee ;

(8) " random " m e a n s  a  scientifically valid m e th o d  th a t e n s u r e s  th a t all cov e red  
em p lo y e e s  h a v e  a n  equ a l c h a n c e  of be ing se le c ted ;

(9) " s am p le "  m e a n s  urine o r b re a th  from th e  p e r so n  be ing te s ted .
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C u r re n t  S itu a t io n :

There are a total of 24,500 active boilers and pressure vessels subject to our 
jurisdiction. Currently, the Mechanical Inspection Section (MIS) inspects 
approximately 3,300 vessels per year. W e charge for those inspections and for a 
certificate of operation that is issued as a result of inspection. Inspection fees 
are set by regulation and vary from a total of $50 every two years to a high of 
$125 every year. The number of Boiler inspectors has been cut from five to three 
and one-half, and we are still facing a substantial backlog of overdue inspections. 
The number of revenue producing inspections shrinks annually and the revenue 
varies unpredictably.

T h e  P ro p o s a l :

Adopted from the state of Oregon, the proposed plan would issue a certificate of 
operation to every active boiler and pressure vessel every year and charge a 
certificate fee. Boiler inspections would be done free of charge. This has two 
major advantages:

•  Income would be leveled to a highly predictable rate every year. The number 
of active vessels does not fluctuate that greatly, and the changes that occur 
tend to be increases in the total number of vessels. The consumer would pay 
no more for the aggregate annual certificate fee than they do now for the 
periodic inspection and certificate fee and in many cases could pay less.

•  The inspection staff could schedule inspections on a needs basis, using 
factors such as volatility of the unit (i.e.: high pressure fired versus unfired), 
last inspection date and so forth. In this manner the small cadre of inspectors 
could be used in the most effective manner.

This plan simplifies the administrative support and allows management to 
prioritize inspections to better address the needs of the public.



Department of Labor and Workforce Development 
Mechanical Fee Proposal/Boilers and Pressure Vessels

Current Revenues Generated From Inspection Fees

FY___________Target Amount_______Actual Revenue______ % of FY Target
96 286.8 331.6 116%
97 315.5 360.1 114%
98 319.0 321.0 101%
99 315.5 338.5 107%

Proposed Revenues and Consumer Savings from Annual Certificate of Operation Fees

Vessel Type Inspected ft of Vessels
Annual 
Cert. Fee

Consumer 
Net Savings

State
Revenue

Hi. Pressure 
Steam (I)

(2)
(3)

Cast Iron 
And Mini- 
Boilers (A)

(B)
(C) 
(M)

Annually

2 years

259
124
139

1234
208
8761
0

$35.00
$35.00
$35.00

$35.00
$35.00
$35.00
$35.00

$45 - $50* 
$45 - $60* 
$60 - $90*

$0 - $5* 
$ 1 0 -$ 3 0 *  
$0 
$0

9.1
4.3
4.9

43.2
7.3

306.6
0

Hot
Water
Supply (X) 2 years 1152 $30.00 $0 34.6

U nfired 
Pre«sure 
Vessels (U 1) Annually 65 $35.00 $25 2.3

(U2) 2 yrs. 622 $30.00 $0 18.7
(U3) 3 yrs. 223 $20.00 $0 4.5
(U4) 4 yrs. 9256 $15.00 $0 138.8
(U 5) 5 yrs. 2746 $10.00 $10 27.5

Total Annual Revenue $601.8

*Note: Savings vary because inspection fees vary depending whether inspection are performed 
internally (inside the vessel) or externally.



Tonv Knowles 
Governor

govemor@gov.siale.ak.us

P.O. Box 11000) 
Juneau, Alaska 99811 -0001 

(907) 46S-3S00 
Fax (907) 465-3532 
wwv'.gov.sloie.ak.usS t a t e  o f  A l a s k a

Office of the Governor 
J uneau

January 31, 2000

The Honorable Brian Porter 
Speaker o f the House 
Alaska State Legislature 
State Capitol 
Juneau, A K  99801-1182

Dear Speaker Porter:

This bill I transmit today will bring greater efficiency to the state's boiler and pressure 
vessel inspection program while allowing the Department o f Labor and Workforce 
Development to generate a predictable amount o f revenue, prioritize routine inspections, 
and better address the needs o f the public.

Under current law, the Department o f Labor and Workforce Development (department) is 
to inspect boiler and pressure vessels every one to five years, depending on the type o f 
machinery. At the time o f inspection, the department charges an inspection fee in 
addition to a fee for a certificate o f operation. This bill simplifies the system by allowing 
the department to annually issue certificates of operation to all boilers or pressure vessels, 
while selectively determining which of them need an inspection. A fee structure will be 
established for the certificates, but routine inspections would be free. A fee would be 
charged for any special inspections.

The State o f Oregon has adopted a similar program and found it to be quite successful. 
This program will ensure safe operation o f boilers and pressure vessels in the state while 
removing unnecessary steps in the inspection and certification process.

Sincerely,

mailto:govemor@gov.siale.ak.us


F I S C A L  N O T E

Rovision Date/Tima (Nota If corroction): 
Title:

STATE OF ALASKA
2000 LEGISLATIVE SESSION

Bill ,e rsion : HB 326____________
(H) Publish Date: 2 / 2 / 0 0

• "> No: 1

An Act relating to tha Impaction of
boilers and prcesure v a w ja  and to  feea

Department A ffocted: Labor______
BRU: Labor Standards and Safety
Component: Machanlcal Inspection

Sponsor:
Requestor:

Rules Committee
Governor

EXPENDITURES/REVENUES:

COMPONENT SERIAL NO.

(Thousands o f Dollars)________

_3JL6

Note: Amounts do not Include Inflation unless otherwise noted below.
OPERATING FY 2001 FY 2 0 0 2 FY 2 0 0 3 FY 2 0 0 4 FY 2 0 0 5 FY 2 0 0 6

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUE* 
FUND SOURCE #

(4 1 .5 )
1 0 0 5

2 9 4 .6
1 0 0 5

3 8 5 .7
1 0 0 5

4 3 4 .5
1 0 0 5

4 4 5 .5
1 0 0 5

4 4 5 .5
1 0 0 5

FUNDING: (Thousands of Dollars)
1 0 0 2  Federal Receipts
1 00 3  GF Match
10 0 4  GF
1005  GF/Program Receipt
1 00 6  GF/MHTIA
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

-

Estimate o f current year (FY00) Impact: $ None
ANALYSIS: (Attach a separate page If necessary)
The Department o f Labor and W orkforce Development currently charges a fee fo r the Inspection o f a boiler or pressure 
vessel, as well as a fee fo r a certificate o f operation issued as a result o f the inspection. Inspections are performed every 
one to five years, depending on the type o f boiler or pressure vessel. Under this bill, fo r a fee that will be established by 
regulation, a now certificate of operation would be issued annually. Routine inspections would be free, but a fee would be 
charged fo r special inspections. This bill will allow the department to generate a predictable amount o f revenue and to 
prioritzo routine inspections to better address safety needs. Under the bill there is no operating impact or funding change 
to the division budget, (next page)

Prepared by: Al Dwyer, Director [A
Division: Labor Standards & S a ifo r Or* /

Approved by Commissioner: Ed Flanagan,*
Agency: Department of Labor_________

Phone : 
Date/Tlmo:

Dote:

4 6 5 -4 8 5 5
1/19/00 11:24 AM

1/19/00

DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 
ribution information call the Governor's Legislative Office

Rev 10/99 Page 1 of 2



Fiscal Note: An Act rotating to tha Inspection of bollere and proeeuro vnnli and to (mb for services 
undtr the boilers and pressure vmmIi program.

Ray an ob Projections

■H-S

CertJftcate Type Inip. Froq FY 01 FY02
K6gh pressure vtneefa (stesm generators) 1 year 20,415 20.415

CeaWrcn and mini boAofe 2 years 220.503 459.135
Hot wster lanks and unVed pressure vesaefa** 2 yean 35,480 70,060

linlrsd pressure veasefa** 3 yean 2,208 4,415
Unbred pressure vessels'* 4 yeari 57,850 115,700

Unbred prataurevetaeli-ownerAiser Inspected** 5 yean 10,984 21,908

Total projected revenue: 362,504 696,693
Currant projected revenue: 404,000 404,000

Difference (41,498) 294,593

FY 03 
20,415 

459,135 
70,960 
6,690 

173,550 
32,052

404,000
365,702

FY 04 
26,415 

459,135 
70,960 
6,690 

231,400 
43,936

769,702 838,636

404,000
434,536

FY 05 
26,415 

459,135 
70,960 
6,690 

231,400 
54,920

349,620
404,000
445,520

Aaeumpton la net inspecbons 
phase In at ratal shown batow. 
becauaa boHara win laaa 
frequent in apecbon 
requirements are 
grandfathered unH current 
cortrbcat* expires.

Certificate Type 6ofPV AnnlFee Total yaarl year 2 yaarS year 4 years
Hsghpreesufeveeaetaiucheasteamganefatore 587 45.00 26,415 1 0014 10014 100% 100% 100%

Cart-tron and mW toiUn 10,203 45.00 459,135 50% 100% 100% 100% 100%
Hot water and united pressure vessais** 1,774 40.00 70,960 50% 100% 100% 100% 100%

UnAred pressure veaaati** 223 30.00 6.690 33% 66% 100% 100% 100%
Unbred pressure veaaata** 9,256 25.00 231,400 23% 50% 75% 100% 100%

UnAred preaaura veaaata - ownarhisar Inapaoad** 2,746 20.00 34,920 20% 40% 60% 8C% 100%

Assumptions:

1. Boflera and preaaura vessels that are not currendy Inspected annually wtfi phase in et an even rate. In other worda. one-half of the two-year vessels phase In during 
the Vat year and the other had in the second year. The tame phaie-ln nte Is assumed for three, four and five-year vessel*. VWille this Is not statistically true, the 
variations are not substantial
2. The total number of vessels remains atibc.

Notes:
* Current protections, based on the assumptions listed below. Indicate that this fee plan will generate Increasing revenues over tha neat five years, leveling 
off at approximately 570,0 above tha current projected collection level of 404.0.

** Unfired preaaura vessels (UPVs) include such things is  air compressors, propane tanks, oxygen tanks, and hot vvatar storage tanka, among others. New 
UPVs era inspected every four years. Depending upon age, condition and usage of tha UPV, Inspections may become more frequent over tha Ufa of the tanka. 
Thit decision is made by the Inspector bssed on • number of factors, such is  rate of deterioration.

P»g«2of 2
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A L A S K A  S T A T E  L E G IS L A T U R E
HOUSE LA BO R AND CO M M ERCE CO M M ITTEE

Representative Norman Rokeberg, Chairman 
Representative Andrew Halcro, Vice-Chairman 
Representative John Harris 
Representative Lisa Murkowski 
Representative Jerry Sanders 
Representative Tom Brice 
Representative Sharon Cissna

State Capitol 
Juneau, AK 99801-1182 
Telephone: (907)465-4954 
Fax: (907)465-2040

M E M O R A N D U M

To: Rep. Gene Therriault, Co-Chairman
House Finance Committee

From: Rep. Norman Rokeberg, Chairman /
House Labor &  Commerce Committee

Date: March 15,2000

RE: H B  334

Attached are the following:

1. Referral File on H B  334, which contains the House L & C  version of 
this bill.

2. M e m o r a n d u m  from Legislative Council George Utermohle regarding 
the amendment the House Labor &  Commerce Committee 
incorporated into its version of the legislation.

If you have any questions, please do not hesitate to contact me.

Attachments

cc: Jeff Bush, D C E D  (w/attachment 2)



LEGAL SERVICES

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

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M March 9, 2000

S U B JE C T : CSHB 334(L&C), relating to an adm inistrative cost charge for the 
state's role in the CDQ program (HB 334)

T O : Representative Norman Rokeberg 
Attn: Janet Seitz

FR O M : George Utermohle 
Legislative Comm?

Enclosed is the final for CSHB 334(L&C) as passed by the House Labor and Commerce 
Committee.

The CS incorporates the amendment adopted by the committee.

It is recommended that the language o f  the amendment (Sec. 2; Sec. 4 4 .3 3 .113(f), page, 3 
lines 6 - 9) be altered slightly in its next committee o f  referral to read:

(0  The department may not assess or collect an adm inistrative cost 
charge under this section from a new CDQ group representing com munities 
that were not eligible for the CDQ program as o f June 30, 2000, during llic 
first 24 months after the actual award o f  a fishery quota to the newly formed 
CDQ group.

If  I may be o f  further assistance, please advise.

GU:pl:glc 
00-0S4.plm





T o n y K n o w le s , G o v e r n o r

TO:

FROM:

RE:

O f f ic e  o f  t h e  C o m m i s s i o n e r
P.O. Box 110800, Juneau, AK 99811-0800
Telephone: (907) 465-2500 • Fax: (907) 465-H442 • TDD: (907) 465-5437 
Email: questions@dced.state.ak.us • Website: www.dced.state.ak.us/

M E M O R A N D U M
February 22, 2000

Representative Norman Rokeberg, Chair 
House Labor & Com m erce Comm ittee .

Jeffrey Bush, Deputy Com m issioner / lX 
Department o f Comm unity & Economic Development

Scheduling request for House Bill 334

R b U t l V L U

FEB 2 2 2000

“An act relating to the establishm ent o f and accounting for an 
administrative cost charge for the state's role in the Comm unity 
Development Quota program and to the appropriation o f receipts from the 
charge; and providing for an effective date.”

This letter is to request a bill hearing for House Bill 334, by the Rules Com m ittee by 
request o f the Governor, and relating to adm inistrative charges associated with the 
funding o f the Community Development Quota Program (CDQ). HB 334 was heard 
February 22 in the Comm unity & Regional Affairs Committee. The am ended version 
was passed out the same day.

Under H ouse Bill 334 Comm unity Development Quota groups that participate in the 
CDQ program will pay assessm ent fees to the state. The proposed fee structure has two 
components. First, each group will pay a standard, flat amount that will total half the 
state's adm inistrative costs. Second, each group will pay a variable share o f the remaining 
adm inistrative costs based upon the value o f that group's fisheries quota allocation.

The Departm ent o f Comm unity and Economic Development would adm inister the cost 
charge, which is added to the statutory list o f program receipts subject to separate 
accounting procedures.

Participants o f the CDQ program recognize their future success hinges on the ability of 
the state to continue to adm inister the program. To that end, the groups proposed the 
funding plan forwarded in this bill and are in agreement with the contents o f House Bill 
334.

For further information please contact Jeffrey Bush at 465-2500 or Bryce Edgmon, CDQ 
M anager, at 465-5536. Thank for you considering this request.

Cc: Pat Pourchot, Legislative Liaison

"P rom oting  a h e a lth y  e c o n o m y  a n d  s tro n g  c o m m u n itie s"

mailto:questions@dced.state.ak.us
http://www.dced.state.ak.us/
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February 1. 2000

The H onorable Brian Porter 
Speaker o f  the House 
A laska State Legislature 
State Capitol 
Juneau, AK  99801 -1182

Dear Speaker Porter:

The com m unity development quota (CDQ) program has created jobs and expanded economic 
opportunity in western Alaska. It is essential to this region o f  the state that we ensure the 
continuance o f  this federal fisheries resource program. This bill I transm it today meets that 
challenge by partnering with the CDQ participants to cover the state's adm inistrative cost o f  the 
program.

Under this bill, community development groups that participate in the CDQ program will pay 
assessm ent fees to the state. The proposed fee structure has two com ponents. First, each group 
will pay a standard, flat amount that will total half the state's adm inistrative costs. Second, each 
group will pay a variable share o f  the remaining administrative costs based upon the value o f  that 
group's fisheries quota allocation.

The D epartm ent o f  Community and Economic Development would adm inister the cost charge, 
which is added to the statutory list o f  program receipts subject to separate accounting procedures.

Participants o f  the CDQ program recognize their future success hinges on the ability o f  the state 
to continue to adm inister the program. To that end, the groups proposed the funding plan 
forwarded in this bill and are ready to give it their full support. To protect this vital program and 
improve the efficiency and operation o f  the state's role in it, I urge your prom pt and favorable 
action on this measure.

Sincerely,



F I S C A L  N O T E

STATE O F  ALASKA
2000 LEGISLATIVE SESSION

BILL NO. CSHB 334 (CRA)

Revision Date/Time (Note if correction) ________________
Title Administrative charge for the state's role in the CD( BRU

Dept. Affected , Community and Economi

Sponsor
Requester

iRules
Community and Economic Developme 

Component Community and Economic Developme
(H)L&C Component No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 |
Personal Servides i*1
Travel !‘
Contractual i
Supplies
Equipment
Land & Structures
Grants & Claims •i

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

I CAPITAL EXPENDITURES I I I I J
ICHANGE IN REVENUES ( ) | 250.0 | 250.0 | 250.0 | 250.0 | 250.0 | 25001

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Statutory Designated P/R

(250.0) (250.0) (250.0) (250.0) (250.0) (250.0)

250.0 250.0 250.0 250.0 250.0 250.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: 
POSITIONS

250.0

Full-time 0 0 0 0 0 0
Part-time
Temporary . . . . . ___

ANALYSIS: (Attach a separata page if necessary)
This bill will switch the funding source for the Community Development Quota (CDQ) program from the 
general fund to statutory designated program receipts, through the implementation of a  fee structure on 
the  groups benefiting under the program. This fee structure is supported by the CDQ groups and the 
department a s  a  method of making this successful and lucrative program self-supporting.

Commissioner’s Office
Prepared by:
Division _________
Approved by Commissioner 
Agency _________

Jeffrey W. Bush Phone
Date/Time 2/22/00 2:29 PM 

Date

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

(Rov1(Y89)2000fnfomi.xls/OMB , P a g e  _ 1 ____Of _1_



T o n y  K n o w le s , G o v e r n o r
■ ■ ■ 

D e p a r t m e n t  o f  C o m m u n i t y

a n d  E c o n o m i c  D e v e l o p m e n t

M u n ic ip a l  & R e g i o n a l  A s s i s t a n c e  D iv is io n
P.O. Box 110800, Juneau, AK 99811-0800
Telephone: (907) 465-4750 • Fax: (907) 465-5085 ■ Text Telephone: (907) 465-5437 
Email: mrad@dced.state.ak.us • Website: www.dced.state.ak.us/mra/Home.hlm

Sponsor Statement
H B  3 3 4  (C&RA Amended)

“An act relating to the establishm ent o f and accounting for an adm inistrative cost charge 
for the state's role in the Comm unity Development Quota program and to the 

appropriation o f receipts from the charge; and providing for an effective date.”

In 1996, the M agnuson/Stevens Fisheries Conservation and M anagem ent Act authorized 
the Secretary o f Commerce (Secretary) to collect and recover the costs associated with 
the management and enforcem ent o f the CDQ program. The National M arine Fisheries 
Service, under the Secretary, has not taken any action yet on initiating a Comm unity 
Development Quota (CDQ) fee program.

In view o f an eventual CDQ fee program and in recognition o f state budget reductions, 
the CDQ groups and the Department o f Community & Econom ic Development 
(department) have decided to pursue a statutory fee program in advance o f the 
im plementation of a federal fee program.

HB 334 will switch the funding source for the CDQ program from the General Fund to 
Statutory Designated Program Receipts authority. The CDQ groups and the department 
support the fee as a method o f making the CDQ program self-supporting. The total cost 
o f state management is approximately $250,000.

The proposed fee structure has two components. First, each group will pay a standard, 
flat am ount that will total half the state’s administrative costs. Second, each group will 
pay a variable share o f the remaining administrative costs based upon the value o f that 
group's fisheries quota allocation. The department would adm inister the cost charge.

The fee would be effective at the beginning of the new fiscal year, July 1, 2000. The 
House Comm unity and Affairs Committee added a technical amendment to provide for 
an adjustment o f the variable fee portion o f the administrative cost charge.

Cc: Pat Pourchot, Governor’s office

"Prom oting a  h e a lth y  e c o n o m y  a n d  s tro n g  co m m u n itie s"

mailto:mrad@dced.state.ak.us
http://www.dced.state.ak.us/mra/Home.hlm


M u n ic ip a l  & R e g i o n a l  A s s i s t a n c e  D iv i s io n
P.O. Box 110800, Juneau, AK 99811-0800
Telephone: (907) 465-^750 • Fax: (907) 465-5085 • Text Telephone: (907) 465-5437 
Email: mrad@dced.state.ak.us • Website: www.dced.state.ak.us/mra/Home.htm

T o n y  K n o w le s , G o v e r n o r

M E M O R A N D U M

February 22, 2000
TO: Rep. Norman Rokeberg, Chair 

House Labor & Commerce Committee

FROM: Bryce Edgmon, CDQ Manager
Department of Community & Economic Development

RE: Sectional analysis of House Bill 334 (C&RA amended)

“ An Act relating to the establishment of an accounting for an administrative cost charge for the 
state’s role in the community development quota program and to the appropriation of receipts 

from the charge; and providing for an effective date.”

Section One:

Creates a new subparagraph (X) to 37.05.146 adding the “CDQ administrative cost charge” to the 
list of program receipts that exist in statute. Other examples of program receipts include 
International Airport Fund, Fish and Game fund, Alaska Children’s Trust, Highway Working 
Capital Fund, etc.

Section Two:

AS 44.33 is amended to give the Department of Community and Economic Development the 
authority to determine and assess the annual administrative cost fee to the CDQ groups. It 
provides the department the authority to provide regulations in accordance with this section,

(b) The department must determine the administrative costs no later than June 30 before the start 
of the applicable fiscal year. Upon being notified, a CDQ group has 45 days to pay the 
department their share of the administrative cost charge.

(c) The total cost of the administrative cost charge cannot exceed $400,000. This “ceiling" is 
higher than the cost of currently managing the program, which is approximately $250,000.

The rationale is that future legislation will not be needed if a higher amount of program receipt 
authority is deemed necessary. The CDQ groups agreed to this provision with the understanding 
that any upward adjustment in the administrative cost charge would involve a mutual decision­
making process with the stale.

“P rom oting  a  h e a lth y  e c o n o m y  a n d  s tro n g  co m m u n itie s"

mailto:mrad@dced.state.ak.us
http://www.dced.state.ak.us/mra/Home.htm


Page two
Sectional analysis -  HB 334 (C&RA amended)
February 22, 2000

This section also addresses any adjustments to the administrative cost charge from “carryover 
funds” and reappropriations.

(d) The administrative cost charge is broken down into two categories; a pro rata share, which is 
by definition the standard portion, and represents 50% of the total administrative cost charge.

The second category is the variable portion, which is assessed through a formula to the CDQ 
groups. The formula comes from royalties derived by multiplying the remaining 50% 
administrative cost charge by the ratio of the value of quota allocated to each group to the total 
value of the CDQ quota for the applicable year.

Variable portion = One half of administrative cost charge * the ratio of value of CDQ group’s 
quota relative to the value of all CDQ quota (for the applicable year).___________________

(e) The department may adjust the variable fee for a fiscal year for the CDQ groups if an 
inequitable result occurs. This will the department and the groups to use different specie’s in 
relation to fluctuating harvest returns and prices. The aggregate amount assessed to the CDQ 
groups must be enough to compensate the state for the management costs in (c).

(0 The department will collect and enforce the fee, which will be deposited in the Community 
Development Quota Program Account in the state treasury.

(g) The Department of Administration shall identify the amount of the appropriation that lapses 
into the general fund each year. The legislature may appropriate an amount equal to operating 
costs of the CDQ program for the next fiscal year.

(h) Technical section.

Section Three:

Applicability section, which authorizes the administrative cost charge to begin on or after July I , 
2000.

Section Four:

Authorizes the Department of Community and Economic Development to adopt necessary 
regulations.

Section Five:

Grants the department the authority to adopt regulations.

Section Six:

E ffe c tiv e  d a te  -- T h is  act ta k e s  e ffe c t Ju n e  30, 2 0 0 0 .



A leutian  Pribilof Island Com munity Q eyelopm ent A ssoc ia tion

a  234 Gold St. • Juneau. Alaska 99801 *(907) 586-0161 *.l.-88.8-9APICDA • Fox (907) 586-0165 

□ Unalasko Office: P.O. 8ox 208 • Unalaska, Alaska 99685 • (907) 581-5960 • Fox (907) 581-5963

i

February 10,2000
»

The/Honorable. John Harris, Co-Chair
TheiHonorablc Carl Morgan. Co-Chair
Community & Regional Affairs Committee
Alaska House of Representatives ‘ , i •
Juneau, Alaska ■ • • ■

« * »

Rc:,: HB 334 w " •

!

Dear Representatives Harris and Morgan:

The Aleutian Pribilof Island Community Development Association (APICDA) is one of 
six pommunity development quota. (CDQ) organizations in Alaska. APICDA supports 
HB'334. We have worked hard with the. state arid the other CDQ groups to fashion a fee 
system that is fair to all six CDQ groups and meeting the fiscal needs of the state. We
believe HB 334 is a good bill and worthy o f adoption.

' *
If yi)u have any questions, please don't hesitate to contact me.

i • • • • i i
t

cc: • APICDA Board of Directors

Glide Sheillkoff, Choir • Arnold Dushkln, Vice Chair • Justina Gundersen, Sec-Traos



FROM : BBEDC JUNEAU FAX NO. : 9 0 7 4 6 3 5 0 5 6 F e b .  2 2  2 0 0 0  0 3 :55P M P I

B r i s t o l  B a y  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n

P.O . Box 1464 .  Dillingham, Alaska 99576 .  (907) 842-4370 .  Fax (907) 842-4336 .  1-800-478-4370 
114 S. Franklin. Suite 202 • Juneau, Alaska 99801 • (807) 463-5054 • Fas (907) 463-5056 • E-mail bbedc@ptlalaska.net

February  1 4 ,2 0 0 0

T he  Honorable Carl Morgan, Co-Chair 
T he  Honorable John  Harris, Co-Chair
H ouse  of R epresentatives, Community & Regional Affairs Committee 
S ta te  Capitol
Ju n eau , Alaska 99801-1182

R E : H o u s e  Bill 3 3 4

D ear  C o-Chairs M organ and  Harris,

Bristol Bay Economic Developm ent Corporation (BBEDC) is one  of th e  six 
Community Developm ent Quota (CDQ) groups form ed under th e  W es te rn  A laska 
Community Developm ent Q uota Program. BBEDC rep resen ts  5 ,607  re s id en ts  in 
the  17 m em ber com m unities located in Southw est Alaska.

BBEDC would like to com m ent on  H ouse  Bill 334; “An Act relating to  th e  
estab lishm en t of a n d  accounting for an  administrative cost charge  for th e  s ta te ’s  
role in th e  community developm ent quo ta  program a n d  to th e  appropriation of 
receip ts  from the  charge; an d  providing for an d  effective date."

In conjunction with the  o ther CDQ g roups  an d  the S ta te  of Alaska CDQ Team , 
BBEDC contributed to the  developm ent of the  CDQ fee  proposal before  you 
today. BBEDC would like to ex p re ss  our support for H ouse Bill 334  a n d  u rge  the 
com m ittee  to implement the  Bill a s  written.

Respectfully,

H. Robin S am uelsen , Jr., 
C hairm an  of th e  Board, BBEDC

mailto:bbedc@ptlalaska.net
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Coastal Villages Region Fu n d
711 H Street, Suite 200 ■ Anchorage, AJarlu 99501 • Phone 907-278-5151 • Fax 907-278-5150

February 10,2000

The Honorable Brian Porter 
Speaker o f the House 
State Capitol, Room 208 
Juneau, AK 99801-1182

Dear Speaker Porter

The Coastal Villages Region Fund supports HOUSE BILL NO. 334
relating to the establishment of and accounting for an administrative cost 
charge for the state's role in the community development quota (CDQ) program and to 
the appropriation o f receipts from the charge to cover the state's administrative cost o f the 
program. The Coastal Villages Region Fund is a CDQ group that represents twenty 
villages in the Kuskokwim River region of western Alaska.

The CDQ program has created jobs and expanded economic opportunity in the Coastal 
Villages region. It is essential that we ensure the continuance o f this federal fisheries 
resource program. I urge your prompt and favorable action on this measure.

Sincerely,

'bdga^Hoelscher, Vice President 
Board o f  Directors

Cc: Fred Phillip, President
Senator Lyman F. Hoffinan 
Senator A1 Adams 
Representative Mary Kapsner 
Representative Richard Foster 
Governor Tony Knowles
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February 14,2000

The Honorable John Hams, Co-Chair 
The Honorable Carl Morgan, Co-Chair 
State Capitol 
Juneau, AK 99801-1182

Re: Support For HB 334

Dear Representatives Ham's and Morgan:

Norton Sound Economic Development Corporation (NSEDC) is in support of the 
concept of an administrative cost charge for the reasonable and necessary expenses of the 
state for their participation in the administration of the federal Community Development 
Quota (CDQ) program. HB334 sets forth a mechanism for the six groups participating in 
the CDQ program to pay the cost.

The CDQ program is a relatively new program. There are significant issues 
regarding the program which can affect its nature and success. Because at this time there 
is no Alaska statutory direction governing the state’s participation, NSEDC suggests that 
the bill be amended to require periodic legislative reauthorization of the bill, such as 
every three years.

Subject to a modification of the bill which would require periodic reauthorization, 
NSEDC is in support of HB 334.

Sincerely yours,

Eugene Asicksik 
President and CEO

V.VAV.V O r  • • v n m *  n / ’. t / l  /fciw/g.SV.J ;  v. ,;/r jrv/r./n.v*,J .viv.»»«»•!* yv.VK*. j W w tv / , T
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Y u k o n  D e l ta  F i s h e r i e s  D e v e lo p m e n t  A s s o c ia t i o n
□  2 2 0 0  6 th  A ven u e  • S u ite  7 0 7  

S ea tt le  • WA 9 8 1 2 1
Tel: (206) 443-1565 Fax: (206) 443-1912

□ P.O. Box 2626 
Seward • A K  99664 
Tel:(907) 224-5158 Fax:224-5159

February 14, 2000

The Honorable Carl Morgan 
Alaska State Legislature 
State Capitol, Room 409 
Juneau, AK 99801-1182

Dear Representative Morgan;
Yukon Delta Fisheries Development Association, a Community Development 
Quota organization representing the communities of Alakanuk, Emmonak, 
Grayling, Kotllk, Mountain Village and Sheldon Point, fully supports the passage 
of HB 334, "An Act relating to the establishment of and accounting for an 
administrative cost charge for the state's role in the community development 
quota program".

Our organization wholeheartedly endorses the oversight provided to the CDQ 
program by the State of Alaska. We feel it is our responsibility to reimburse the 
State of Alaska for our share of the administrative costs involved in providing 
oversight fc<* this Federal Community Development Quota Program.

Respectfully yours,

Ragrtar O. Alstrom 
Executive Director

Representing the Alaskan Communities of ALAKANUK « EMMONAK • KOTLIK * SHELDON POINT





(?) L ouse committee report
Date Referred to Committee: February 4, 2000 FURTHER REFERRALS: Finair

Date of Committee Action:

The LABOR AND CO M M ERCE Committee considered:

HOUSE BILL NO. 339

"A n Act authorizing the Alaska Commercial Fishing and 
development or exploitation of natural resources."

recommends it be replaced n [ the same title
with the following committee substitute 3 3 cf £ /-{-£ -)__________  [ ] a new title

I J additional referral to _______________________Committee
[ | attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dtp0 APPROVES PREVIOUS: (D̂ JDtle)

| J fiscal note(s) ______________________  [ ] fiscal notc(s) ____________________________

[ t/fzero fiscal note(s) f)C&DJjJrW/ni).  [ ] zero fiscal note(s) _______________________

HB 3.

CFAB LOANS FOR TOURISM  & NAT RESOURCE 

Agriculture Bank to make loans relating to tourism ar

CHAIR’S SIGNATURE /
3

~ *mu
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A M E N D M E N T

TO : CSHB 339(L&C), Draft Version "G"

1 Page I, line 3, following "resources'':

2 Insert and authorizing Alaska commercial fishing entry permits to be used as

3 collateral for loans made by commercial lending institutions"

4 Page 1, following line 4:

5 Insert new bill sections to read:

6 "* Section 1. AS 16.43.150(g) is amended to read:

7 (g) Except as provided in AS 16.10 333 - 16.10.338, AS 16.43.442 -

8 16.43.448, AS 44.81.215, 44.81.225, and 44.81.231 - 44.81.250, an entry permit may

9 not be

10 (I) pledged, mortgaged, leased, or encumbered in any way;

11 (2) transferred with any retained right of repossession or foreclosure,

12 or on any condition requiring a subsequent transfer; or

13 (3) attached, distrained, or sold on execution of judgment or under any

14 other process or order of any court, except as provided in AS 16.43.170(g) and (h).

15 * Sec. 2. AS 16.43.150(h) is amended to read:

16 (h) Unless an entry permit holder has expressed a contrary intent in a will that

17 is probated, the commission shall, upon the death of the permit holder, transfer the

18 permanent permit by right of survivorship directly to the surviving spouse or, if no

19 spouse survives, to a natural person designated by the permit holder on a form

20 provided by the commission. If no spouse survives and if the person designated on

21 the form, if any, does not survive, the permit passes as part of the permit holder's

22 estate. A designation under this subsection must be acknowledged before a person

23 authorized to administer an oath under AS 09.63.010 or must be witnessed by two

24 persons who are qualified under AS 13.12.505 to witness the will of the permit

L -1-



1 holder. Except as provided in AS 16.10.333 - 16.10.337, AS 16.43.442 - 16.43.448,

2 AS 44.81.215, and 44.81.231 - 44.81.250, the permit is exempt from the claims of

3 creditors of the estate.

4 * Sec. 3. AS 16.43.170(a) is amended to read:

5 (a) Except as provided in AS 16.10.333 - 16.10.338. AS 16.43.442 -

6 16.43.448, and in AS 44.81.231 - 44.81.250, entry permits and interim-use permits are

7 transferable only through the commission as provided in this section and

8 AS 16.43.180 and under regulations adopted by the commission. An involuntary

9 transfer o f an entry permit in a manner inconsistent with the statutes of this state and

10 the regulations of the commission is void.

11 * Sec. 4. AS 16.43.170(b) is amended to read:

12 (b) Except as provided in (c) and (e) of this section, the holder of an entry

13 permit may transfer the permit to another person or to the commission upon 60 davs1

14 [DAYS] notice of intent to transfer under regulations adopted by the commission. No

15 sooner than 60 days nor later titan 12 months from the date of notice to the

16 commission, the holder of an entry permit may transfer the permit. If the proposed

17 transferee, other than the commission, can demonstrate the present ability to

18 participate actively in the fishery and the transfer does not violate any provision of

19 this chapter or regulations adopted under this chapter [IT], and if a certificate for the

20 permit under AS 16.10.333(b)(1) - (2), 16.10.338, AS 16.43.442, or AS 44.81.231(a)

21 is not in effect, the commission shall approve the transfer and reissue the entry permit

22 to the transferee provided that neither party is prohibited by law from participating in

23 the transfer.

24 * Sec. 5. AS 16.43.170(g) is amended to read:

25 (g) A person may request the commission to transfer an entry permit due to

26 an execution on the holder's interest in that permit. The request shall be made in the

27 form and manner provided in this chapter and regulations adopted under this chapter.

28 The commission may deny a request for transfer of an entry permit due to an

29 execution of a holder's interest in that permit if

30 (1) the execution does not comply with legal requirements or otherwise

31 is not valid;

32 (2) the transfer violates this chapter or regulations adopted under this

1-LS1285\G.I
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1 chapter;

2 (3) the proposed transferee or other party to the transfer is prohibited

3 by law from participating in the transaction;

4 (4) a certificate for the permit under AS 16.10.333(b)(1) - (2),

5 16.10.338, AS 16.43.442, or AS 44.81.231(a) is in effect at the time of the proposed

6 transfer;

7 (5) the proposed transferee of the entry permit, other than the

8 commission, cannot demonstrate the present ability to actively participate in the

9 fishery; or

10 (6) the holder of the entry permit as shown by the records of the

11 commission demonstrates, under regulations adopted by the commission, that the entry

12 permit is a necessary means of support for the holder and those dependent upon the

13 holder.

14 * Sec. 6. AS 16.43 is amended by adding new sections to read:

15 Article 6A. Pledge of Entry Permits as Collateral.

16 Sec. 16.43.442. Pledge of permits, (a) A limited entry permit issued under

17 this chapter may be pledged by the holder as security for a  loan made by a

18 commercial lending institution if the certificate for the pledged permit lists the

19 commercial lending institution as the legal owner of the per nit and the pledger as the

20 equitable owner of the permit.

21 (b) Annual permit cards issued under the pledged permit must be in the name

22 of the equitable owner, who shall be responsible for compliance with the laws that

23 govern the permit as if the equitable owner were the holder of the permit.

24 (c) Co-borrowers or guarantors on a loan secured by one or more pledged

25 permits do not have a right in the pledged permit of the equitable owner, whether by

26 subrogation or other manner.

27 (d) Upon payment of the loan, the commercial lending institution shall certify

28 to the commission that the loan lias been repaid, the commission shall amend the

29 permit certificate to list the equitable owner as the holder, and the legal interest of the

30 commercial lending institution terminates.

31 (e) In anticipation of a possible foreclosure under AS 16.43.442 - 16.43.448,

32 the equitable owner of a permit that is pledged as security for the loan may nominate

l-LS1285\G.l
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1 a person to whom the permit may be transferred if the pledge is foreclosed under

2 AS 16.43.445.

3 Sec. 16.43.443. Initial notice of default. If there is a default on a loan

4 secured by a permit pledged under AS 16.43.442, the commercial lending institution

5 shall notify the borrowers and guarantors on the loan of the default and of the right

6 to cure the default by sending a notice by certified mail to their last known address

7 or addresses on file with the commercial lending institution. The notice must include

8 (1) the date of the notice;

9 (2) a description of the security given for the loan, including the

10 number assigned by the commission and the name of the equitable owner of each

11 permit pledged to secure the loan;

12 (3) the date and nature of the default;

13 (4) the amount of arrearages as of the date of the notice:

14 (5) the total indebtedness, including interest, penalties, and ..usts of

15 collection, remaining owing on the loan as of the date of the notice;

16 (6) the amount of daily interest to accrue from the date of the notice;

17 (7) a statement that the costs of collection of the loan incurred by the

18 commercial lending institution after the date of the notice will be added to the total

19 amount of the indebtedness owing on the loan;

20 (8) a statement that the default may be cured within 60 days from the

21 date of the notice or within an extended time period that is specified in an extension

22 notice provided by the commercial lending institution within the 60-day period under

23 AS 16.43.447;

24 (9) the place where payment of arrearages or other cure may be made;

25 and

26 (10) a statement in at least 10 point bold type stating: "IMPORTANT:

27 UNLESS YOU CURE THE LOAN DEFAULT WITHIN THE TIME SFECIFIED BY

28 THIS NOTICE, THE TOTAL INDEBTEDNESS OWING ON THE LOAN SHALL

29 BE IMMEDIATELY DUE AND PAYABLE TO THE COMMERCIAL LENDING

30 INSTITUTION WITHOUT FURTHER NOTICE TO YOU. ALSO, THE

31 COMMERCIAL LENDING INSTITUTION SHALL THEN BE ENTITLED TO

32 TAKE ANY LEGAL ACTION AGAINST YOU TO COLLECT THE LOAN,

1 -LS12S5\G. 1
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1 INCLUDING THE INSTITUTION OF LAWSUITS AND THE FORECLOSURE OF

2 THE PLEDGE OF ANY PERMIT PLEDGED TO SECURE THIS LOAN."

3 Sec. 16.43.444. Lender’s remedies after failure to cure. If the borrowers

4 and guarantors on a loan secured by a permit pledged under AS 16.43.442 fail to cure

5 a default within the time stated in the notice given under AS 16.43.443, the total

6 indebtedness owing on the loan immediately becomes due and payable to the

7 commercial lending institution, and the commercial lending institution shall be entitled

8 to take any legal action to collect the loan, including the foreclosure under

9 AS 16.43.445 of the pern it pledge that secures the loan and the institution of legal

10 action. If the commercial lending institution forecloses the permit pledge, the

11 commercial lending institution may proceed in the order the commercial lending

12 institution selects, whether before, after, or concurrent with other action taken to

13 collect the loan.

14 Sec. 16.43.445. Foreclosure notice. The commercial lending institution may

15 foreclose on a permit pledge that secures a loan by sending to the equitable owner of

16 the permit pledged and any other borrowers and guarantors on the loan a notice of

17 foreclosure. The notice shall be sent by certified mail to their last known address or

18 addresses on file with the commercial lending institution and must include

19 (1) the date of the notice;

20 (2) a statement that the total indebtedness owing on the loan became

21 due and payable to the commercial lending institution because the loan default was

22 not cured within the time specified in the notice of default and right to cure provided

23 under AS 16.43.443, and that, as a result, the commercial lending institution is entitled

24 to take legal action to collect the loan, including the forfeiture of a permit pledge that

25 secures the loan and the institution of legal action;

26 (3) a description of the permit pledge that is being foreclosed by the

27 notice, including an identification of the permit by the number assigned by the

28 commission and the name of the equitable owner;

29 (4) the amount of the total indebtedness owing as of the date of the

30 notice;

31 (5) the amount of daily interest that accrues from the date of the

32 notice;

1-LS1285XG.I
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1 (6) a statement that the costs of collection of the loan incurred by the

2 commercial lending institution after die date of the notice will be added to the total

3 amount of the indebtedness due on the loan;

4 (7) a statement that, to avoid forfeiture of all rights of the equitable

5 owner of the permit identified in the notice, the loan must be paid in full within 60

6 days from the date of the notice or within an extended time period that is specified

7 in an extension notice provided by the commercial lending institution within the 60-

8 day period under AS 16.43.447;

9 (8) a statement that, once a forfeiture of all rights of the equitable

10 owner of a permit described in the notice occurs, the permit may not be redeemed;

11 (9) a statement of the right of the equitable owner to nominate a

12 person to assume the loan under AS 16.43.442;

13 (10) the place where payment in full may be made; and

14 (11) a notice in at least 10 point bold type stating: "IMPORTANT: IF

15 THE LOAN IS NOT PAID IN FULL BY THE DATE SPECIFIED, ALL RIGHTS

16 OF THE EQUITABLE OWNER TO THE PERMIT IDENTIFIED IN THIS NOTICE

17 WILL BE FORFEITED WITHOUT FURTHER NOTICE TO YOU. IN THAT

18 EVENT, THERE WILL NOT BE A RIGHT OF REDEMPTION OF THE PERMIT.

19 IN ADDITION, THE COMMERCIAL LENDING INSTITUTION MAY NOW TAKE

20 OTHER ACTION TO COLLECT THE LOAN, INCLUDING THE INSTITUTION

21 OF LEGAL ACTION AGAINST YOU AND THE FORECLOSURE OF OTHER

22 PERMIT PLEDGES THAT SECURE THE LOAN."

23 Sec. 16.43.446. Termination of perm it interest, (a) If a loan is not paid

24 in full within the time specified by the notice provided for the loan under

25 AS 16.43.445, the equitable interest in the permit identified in the notice terminates

26 by operation of law without further notice. The commission shall cancel an entry

27 permit card issued to the equitable owner of the permit immediately upon receipt by

28 the commission of a certificate of termination containing a copy of the notices

29 required by AS 16.43.443 and 16.43.445.

30 (b) If a limited entry permit that has been pledged as security under

31 AS 16.43.442 is revoked under AS 16.43.970, the debtor’s interest in the permit is

32 terminated by operation of law without further notice as of the date that the revocation

I-LS1285\G.l
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1 takes effect.

2 Sec. 16.43.447. Cancellation, extension, and delivery of notices, (a) The

3 commercial lending institution may cancel a notice provided under AS 16.43.443 or

4 16.43.445 by delivering a written notice of cancellation to the persons who were given

5 the cancelled notice. The notice shall be given in the same manner as is required for

6 the cancelled notice.

7 (b) The commercial lending institution may extend the 60-day period for

8 curing a default under AS 16.43.444 and the period before a forfeiture occurs under

9 AS 16.43.446 by giving a written notice of extension to the persons who were given

10 the notice. The notice shall be given in the same manner as is required for the giving

11 of the notice being extended.

12 (c) The commercial lending institution may give a notice required to be

13 provided under AS 16.43.443, 16.43.445, or 16.43.446 by personal delivery instead

14 of by certified mail.

15 Sec. 16.43.448. Transfer of entry permits after foreclosure, (a) Upon

16 foreclosure of a pledge of an entry permit under AS 16.43.442 - 16.43.448, or the

17 termination of a debtor’s interest in an entry permit under AS 16.43.446(b), the

18 commercial lending institution shall determine if the permit is subject to a buy-back

19 program under AS 16.43 290 - 16.43.330 and, if it is subject to a buy-back program,

20 shall offer the permit to the commission at a price equal to the outstanding

21 indebtedness on the loan.

22 (b) If the permit is not subject to a buy-back program, or if the commission

23 fails to buy back the permit within 30 days after the commission receives the offer,

24 the commercial lending institution shall sell the permit to a person who qualifies as

25 a transferee of an entry permit under this chapter and the regulations adopted by the

26 commission. The commercial lending institution shall give preference to an offer to

27 purchase a permit made by a state resident if the price offered is equal to or greater

28 than the price offered by a nonresident. If the proceeds of the sale of a permit exceed

29 the amount necessary to pay the indebtedness in full, the commercial lending

30 institution shall remit the excess to the borrower.

3 1 (c) At any time before foreclosure of a pledge of a permit, or within 30 days

32 following foreclosure of a pledge of a permit, the equitable owner or former equitable

l-LS1285\G.l
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1 owner may nominate a person to assume the loan. A person nominated must qualify

2 as a transferee of the permit under this chapter and must qualify to assume the loan

3 under the requirements of the commercial lending institution. If the person qualifies,

4 the permit shall be transferred to the nominee upon the nominee’s assumption of the

5 loan.

6 (d) This section does not affect the right of the commercial lending institution

7 to institute legal actions against the borrowers, guarantors, or other sureues for

8 performance to collect the indebtedness owing on the loan and to take other legal

9 action on the collateral securing the loan.

10 * Sec. 7. AS 16.43.960(i) is amended to read:

11 (i) An entry permit revoked by the commission under this section that is

12 pledged as security for a loan under AS 16.10.333. AS 16.43.442. or AS 44.81.231

13 shall be reassigned or sold as provided in AS 16.10.337. AS 16.43.448, or

14 AS 44.81.250.

15 * Sec. 8. AS 16.43.970(0 is amended to read:

16 (0 A commercial fishing permit revoked under this section that is pledged as

17 security for a loan under AS 16.10.333, [OR] 16.10.338, AS 16.43.442, or

18 AS 44.81.231 shall be reassigned as provided in AS 16.10.337. AS 16.43.448, or

19 AS 44.81.250.

20 * Sec. 9. AS 16.43.990 is amended by adding a new paragraph to read:

21 (10) "commercial lending institution" means an organization authorized

22 to make loans under state or federal law, and includes a bank, trust company, savings

23 bank, building and loan association, savings and loan company or association, and

24 credit union."

25 Page 1, line 5:

26 Delete "Section 1."

27 Insert "Sec. 10."

28 Renumber the following bill sections accordingly.

1-LS1285XG.1
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. FOR SALE BY ALASKA DIVISION.OF INVESTMENTS ., •
The Alaska Division ol investments, offers for sale the limited entry' permits listed below. This sale is governed by 3 AAC 77.010 j .900. The Division reserves the right to accept or.refuse any and all offers and the Division's decision is final.Offers must be made in writing and received no later than 1 p.m., local time, April 14,2000. Offers should contain the buyer(s)); name, mailing address, telephone number, the amount of the offer, and must be signed by the party(ies)) making the offer. The Division reserves the right to request additional information to complete or supplement any offer. • . d
A buyer is expected to make a minimum 10% down payment within 15 days of acceptance of the offer, with the balance due within. 30 days on cash sales. Seller financing may be considered for Alaskan residents only. If seller financing is requested, a completed: loan application package with all necessary fees should be included with the offer, but must be received by the Division no later thq(t> 15 days after acceptance of the offer, together with the down payment. ■■■ i xLoan application packages are available by contacting the Alaska Division of Investments' at 1-800-478 LOAN(5626) or e-mail̂  lnvestments@dced.state.ak.us. Financing Information and applications are also available at the Division's .web site:: www.dced.state.ak.us/investments/. " • •• '*}Offers may be mailed to. Alaska Division ol Investments, Box 34159, Juneau, AK 99803 4159; Attention: Mr. Kelley Sharp, Offer? may be delivered to; Alaska Division.of Investments. 3032 Vintage Blvd., Juneau, AK 99801 between 8 a.m. and 5 p.m.. local timer Timely oilers will be reviewed for acceptance on or before April 21,2000. II no olfer received timely is accepted, the Division may; .accept and review new offers without re-advertlslng. Offers, are not binding unless accepted by the Division in writing and are subject to approval of permit transfer by the Alaska Commercial Fisheries Entry Commission , . . * . ^

.LIMITED ENTRY PERMITS • •< ' v ' • q
The values listed below are as of March 2000 for informational purposes only and do not represent minimum offers that will

. . . .  , . i - - = * ' /■ i -  , i f l
■ . .. V. ■ .f.i-'./Oaccepted:

1

Kodiak Salmon Purse Seine Permit No. S01K 564500 Value: S24.800• KodiakSalmon Purse Seine Permit No. S01K 634336 Value: S24.800•Kodiak Salmon Purse Seine Permit No. • ' S01K57373F Value: S24.800.Pr, Wm. Snd. Salmon Purse Seine Permit No. S01E57014K Value: 522,100• Pr. Wm. Snd. Salmon Purse Seine Permit No. . 601E 64535U ' Value: S80.000Southeast Salmon Purse Seine Permit No. S01A 56492N Value: S40.900n Pen/Aleutians Salmon Drift Gillnet Permit No. S03M58152R Value: S160.300Pen/Aleutians Salmon Drift Gillnet Permit No. S03M 57433Q Value: SI 60.300©Bristol Bay Salmon Drift Gillnet Permit No. S03T 65930M Value: S90.900Bristol Bay Salmon Drift Gillnet Permit No. S03T 65895S Value: S90.900Southeast Salmon Drift Gillnet Permit No. S03A 59444K Value: $34,200Cook Inlet Salmon Drift Gillnet Permit No. SD3H 57179U Value: S24.300Lower Yukon Salmon Gillnet Permit No. S04Y 62457V Value: SI 2.300."• Lower Yukon Salmon Gillnet Permit No. .S04Y63387F Value: SI 2.300Lower Yukon Salmon Gillnet No. S04Y63256K Value: S12,300 ' • jrw i•Kotzebue Salmon Gillnet Permit No. S04X65074S Value: S2,500 —Statewide Salmon Power Troll Permit No S15B 551410 Value: S14.500 %Statewide Salmon Power Troll Permit No, S15B55357J Value: S14.500 • ..vStatewide Salmon Power Troll Permit No. S15B55503R Value. S14,500 ,
'iy. Norton Sound Herring Gillnet Permit No.' G34Z66133C Value: $7,600 v  „

-•li^TESrjfe^ y•A Conditional Commitment to Discharge this permit from a Federal Tax Lien has been obtained from the IRS. Upon completion oft 
the. permit sale; a Certificate, of .Discharge is anticipated. .' .,. v
nThe Division has applied for a Conditional Commitment to Discharge this permit from a Federal Tax Lien. * 15

. . . . .  v©A lien release from.the Alaska Child Support Enforcement Division has been requested. • . .
\l'.

mailto:lnvestments@dced.state.ak.us
http://www.dced.state.ak.us/investments/


Support for HB 339

Subject: Support for HB 339 RECPIV/PrY
Date: Tue, 28 Mar 2000 14:27:58 -0900 1 VtzU

From: Dave Nanney <eaglebb@wytbear.com> MAR 2 9 20011
To: Representative_Eldon_Mulder@legis.state.ak.us, 

Representative_Alan_Austerman@legis.state.ak.us, 
Representative_Bill_Hudson@legis.state.ak.us,
Representative_Norman_Rokeberg@legis.state.ak.us,
Representative_Lisa_Murkowski@legis.state.ak.us,
Representative_Andrew_Halcro@legis.state.ak.us,
Representative_John_Harris@legis.state.ak.us, Representative_Tom_Brice@legis.state.ak.us,
Representative_Sharon_Cissna@legis.state.ak.us,
Representative_Gene_Therriault@legis.state.ak.us,
Representative_Con_Bunde@legis.state.ak.us, Representative_Gary_Davis@legis.state.ak.us,
Representative_Richard_Foster@legis.state.ak.us,
Representative_Gail_Phillips@legis.state.ak.us,
Representative_Bill_Williams@legis.state.ak.us,
Representative_John_Davies@legis.state.ak.us,
Representative_Ben_Grussendorf@legis.state.ak.us,
Representative_Carl_Moses@legis.state.ak.us

H o u s e  B i l l  3 3 9
“An Act relating to the A laska Commercial Fishing and Agriculture Bank.”

D ear Representative: I heartily support HB 339 as it would give very timely financial 
assistance to fledgling tourism  and resource development businesses and assist Alaska

in diversification of its economy.

Yours truly, Dave Nanney Haines, A laska Tel: 766-2763 
email: eaglebb@wytbear.com

3/29/00 7:21 AM
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HB 339

Subject: HB 339
Date: Tue, 28 Mar 2000 11:25:32 -0800 

From: "Cindy Cashen" <jsclc3@ptialaska.net>
To: <Represcntative_Norman_Rokeberg@legis.state.ak.us>

Dear Representative Rokeberg,

I am writing in support of House Bill 339, providing lending authority to not 
only commercial fishermen but opening CFAB up to certain Alaskan small businesses.

I am looking at my 10th season as a Bed and Breakfast owner in Juneau Alaska. I see 
many Bed and Breakfasts having a hard time obtaining loans when they wish to enlarge 
their business or begin a remodeling venture. These are successful hardworking Alaskans 
who are frustrated because the red tape and rules Banks have set up prevent them from 
seeing their dreams realized. Some end up selling the business and leaving Alaska.

Alaskan Innkeepers are known to be among the hardest working, most dependable 
visionaries in our state. Banks should drool when we walk through their doors. W e  
pay our bills and we look to expand. Most of us are living our dream 
by running a tourism business and we want to keep operating in the best capacity 
possible. Often we run into dead end streets with banking loans unavailable because 

of various restrictions.

I hope you will be able to get this bill onto the floor and passed. The majority of Alaskans 
know tourism is a successful venture and we need to keep it that way. This bill would help.

Sincerely,

Cindy Cashen
Cashen Quarters Bed 4 Breakfast 
315 Sold Street 
Juneau, Alaska
http: //www. cashenquarters. com 
jsclc3@ptialaska.' it 

586-9863 Fax: 907 566-9861

R E C E I V E D  

MAR 2 9 2000

3/29/00 7:20 AM
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TWENTY-FIRST LEGISLATURE - SECOND SESSION

IN THE LEGISLATURE OF THE STATE OF ALASKA

CS FOR HOUSE BILL NO. 339(L&C)

WORK DRAFT WORK DRAF1
1-LS1285XC

(Jtermohlc
3/9/OC

BY THE HOUSE LABOR AND COMMERCE COMMITTEE
Offered:
Referred:
Sponsor(s): REPRESENTATIVES MULDER, Hudson, Austerman

A BILL 

FOR AN ACT ENTITLED 

"An Act authorizing the Alaska Commercial Fishing and Agriculture Bank to 

make loans relating to tourism and development or exploitation of natural 

resources."

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

* Section 1. AS 44.81.010(a) is amended to read:

(i.) There is established the Alaska Commercial Fishing and Agriculture Bank. 

The exercise by the bank of the powers conferred by this chapter is considered to be 

for a public purpose. In the exercise of its powers under AS 44.81.215(11) 

[AS 44.81.215(7)], the bank is acting as an agent under the express authority and 

reservations of the state as the issuer of limited entry permits under AS 16.43. The 

bank is exempt from the provisions of AS 06.05 (Alaska Banking Code) and AS 10.15 

(Alaska Cooperative Corporation Act) in its structure and operations and in the 

exercise of powers granted by this chapter.

* Sec. 2. AS 44.81.215 is amended to read:

-1-
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WORK DRAFT WORK DRAFT 1-LS1285\G

1 Sec. 44.81.215. Lending powers of the bank. The bank may

2 (1) make loans to individuals, including married couples, who are

3 residents of the state and who are engaged in commercial agriculture or fishing,

4 including harvesters, processors, suppliers, and marketers, if at least one of the primary

5 obligors on the loan is a member of the bank;

6 (2) make loans to corporations, partnerships, or limited liability

7 companies engaged in commercial agriculture or fishing if the majority interest of the

8 corporation, partnership, or limited liability company is beneficially owned by residents

9 of the state and a majority of the owners are residents of the state, and if at least one

10 of the primary obligors on a loan is a member of the bank; however, the bank may not

11 make a loan under this paragraph to a corporation, partnership, or limited liability

12 company for the purchase of a new or existing fishing boat or for the repair or

13 renovation of an existing fishing boat if the primary purpose of the fishing boat is to

14 commercially harvest fishery resources, unless the corporation, partnership, or limited

15 liability company is wholly owned and controlled by residents of the state, and unless

16 at least one of the primary obligors on the loan is a member of the bank;

17 (3) make loans for limited entry permits to individuals who fish

18 commercially if the individual is a state resident; loans made under this paragraph are

19 subject to AS 44.81.231;

20 f4) make loans, in an amount not to exceed $500.000 a loan, to

21 individuals, including married couples, who are residents of the state and who will

22 use the majority of the loan proceeds to commercially engage in. or in support of,

23 tourism within the state if at least one of the primary obligors on the loan is a

24 member of the bank;

25 (5) make loans, in an amount not to exceed $500,000 a loan, to

26 corporations, partnerships, or limited liability companies that will use the

27 majority of the loan proceeds to commercially engage in. or in support if, tourism

28 within the state if the majority interest of the corporation, partnership, or limited

29 liability company is beneficially owned by residents of the state and a majority of

30 the owners are residents of the state, and if at least one of the primary obligors

31 on the loan is a member of the hank;

CSHB 339(L&C) .2.
N e w  T e x t  U n d e r l i n e d  [D E L E T E D  T E X T  B R A C K E T E D ]
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1 (6) make loans, in an amount not to exceed $ i.000,000 a loan, to

2 individuals, including married couples, who are residents of the state and who will

3 use the majority of the loan proceeds to commercially en2 age in. or in support of,

4 the development or exploitation of natural resources within the state if at least

5 one of the primary obligors on the loan is a member of the bank:

6 (7) make loans, in an amount not to exceed $1.000.000 a loan, to

7 corporations, partnerships, or limited liability companies ». _ will use the

8 majority of the loan proceeds to commercially engar in. or in support of. the

9 development or exploitation of natural resources within the state if the majority

10 interest of the corporation, partnership, or limited liability company is beneficially

11 owned bv residents of the state and a majority of the owners are residents of the

12 state, and if at least one of the primary obligors on the loan is a member of the

13 bank:

14 {8} [(4)] make a loan for capital investment or operating capital to a

15 shore-based fish processor, a timber processor, or an agricultural processor or harvester

16 who does not meet the resident ownership requirements of (1) or (2) of this section if

17 a facility of the processor or harvester is located in the state and the majority interest

18 in the processor or harvester is beneficially owned by residents of the United States;

19 (9) [(5)] make a loan to a person, regardless of residency, if the board

20 determines that the loan is necessary to preserve the value of property held by the bank

21 as security for a loan that was made under AS 44.81.210 or this section and that is in

22 default;

23 (10) [(6)] make loans, as provided in (1). (2), or (4) - (8) [(1), (2), OR

24 (4)] of this section, that are secured by liens subordinate to valid first liens and

25 security agreements granted to another creditor;

26 (11) [(7)] accept the pledge of a limited entry permit as security for

27 I a loan made under this chapter subject to the conditions set out in AS 44.81.236 on

28 | pledges of limited entry permits;

29 | (12) [(8)1 make loans in participation with other lenders as provided

30 | in (1). (2). or (4) - (d) [(I), (2), OR (4)J of this section, whether or not an obligor is

31 | a member of the bank;

-3-
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If

16
17
18

19
20

21

22

23

24
25
26

27

28

29
30

31

(13) [(9)] purchase or acquire participations in loans from other lenders 

if the participations conform to the provisions of (1). (2). or (4) - (8) [(1), (2), OR (4)] 

of this section, whether or not an obligor is a member of the bank;

(14) [(10)] issue certificates of loan participation to members and to 

other individuals, corporations, partnerships, and limited liability companies, but the 

bank may not issue a certificate of loan participation if the certificate would allow 

participation by the member, individual, corporation, partnership, or limited liability 

company in loans that individually or cumulatively involve more than 20 percent of 

the commercial fishery entry permits issued for one type of gear in a specific fishery 

resource administrative area.

* Sec. 3. AS 44.81.350 is amended by adding new paragraphs to read:

(9) "natural resources" includes water, coal or other minerals, oil or gas, 

and geothermal systems; in this paragraph

(A) "coal" means all forms of coal, including lignite;

(B) "gas" includes all natural gas and all hydrocarbons produced 

at the wellhead that are not oil;

(C) "geothermal system" means a stratum, pool, reservoir, or 

other geologic formation containing geothermal resources;

(D) "oil" includes crude petroleum oil and other hydrocarbons 

regardless of gravity that are produced at the wellhead in liquid form and the 

liquid hydrocarbons known as distillate or condensate recovered or extracted 

from gas, other than gas produced in association with oil and commonly known 

as casinghead gas;

(E) "other minerals" means clay, stone, sand, gravel, 

metalliferous and non-metalliferous ores, and other solid materials or 

substances of commercial value excavated in solid form from natural deposits 

on or in the earth; "other minerals" does not include coal or minerals that occur 

naturally in liquid or gaseous forms;

(10) "tourism" means the provision or presentation of goods, supplies, 

equipment, food and food stuffs, accommodations, entertainment, cultural practices and 

attractions, natural resource access, transportation, or other services to nonresident or

WORK DRAFT WORK DRAFT l-LS1285\G
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1
2

extra-regional visitors;

(11) "water" has the meaning given in AS 46.15.260.

-5-
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March 2,2000

Representative Eldon Mulder 
House Finance Committee Co-Chair 
State Capitol Room 507 
Juneau, AK 99801

Dear Representative Mulder,

RECEIVED 
MAR 0 7 2000

I am writing to express the Alaska Visitors Association’s support for two bills in the 
Legislature.

AVA recently voted to support HB 339,which would expand the abilities of the 
Commercial Fishing and Agriculture Bank to allow loans to small tourism businesses. 
This new loan option would greatly benefit small tourism businesses and start-up 
enterprises that might otherwise have difficulty obtaining a regular commercial loan.

AVA also supports House Bill 42,-which would discourage frivolous lawsuits by 
assigning financial penalties for false suits. Many small Alaskan tourism businesses 
cannot afford the legal fees incurred in such lawsuits, and in some cases the expense 
of fighting unmerited claims can put an operator out of business. Tourism is the 
fastest growing industry in the state and the second largest private-sector employer 
with more and more small Alaskan businesses starting up each year. In order to 
continue this small business growth, owners need a fighting chance to get their 
businesses off the ground without the hassle of frivolous litigation.

AVA is a private, non-profit statewide trade association representing all facets of the 
tourism industry. With more than 500 member businesses, AVA is the largest, 
statewide visitor industry association representing the full spectrum of visitor industry 
business interests from small localized rafting operators and wilderness guides to large 
air and cruise lines. Since 90% of our members are small businesses with fewer than 
10 employees, we see that a majority of them would benefit from protection against 
frivolous lawsuits and increased access to small business loans.

Sincerely, , ' „

'  U -
' ( u v y -  : '± IbL , J l  
\nne Adasiak-Andrew

Acting Executive Director

cc: Representative Hudson
Representative Austerman 
Representative Rokeberg

Tina lindt’ ren
C w c u l n e  D i r e c t o r

http://www.visitalaska.org


Subject: HB 339
Date: Wed, 1 Mar 2000 12:25:47 -0900 

From: Trefon Angasan <tang@bbnc.net>
To: M,Representative_Nonnan_Rokeberg@legis.state.ak.us'" <Representative_Nonnan_Rokeberg@le 

CC: "Bob King (E-mail)" <bob_king@gov.state.ak.us>

Dear Honorable Representative Norman Rokeberg:

I am writing i:‘. support of HB # 339 by Representatives Mulder, and 
Austerman, entitled "An Act authorizing the Alaska Commercial Fishing and 
Agriculture Loan Bank to make loans relating to tourism and development or 
exploitation of natural resources."

The reason that I support the bill is because of the enormous benefit that 
this bill would have for economic development opportunities for village 
corporations in rural Alaska. Many or the village corporations in rural 
Alaska to a large entent have not participated in the growth of tourism in 
Alaska. They do not have the capital necessary to develop the tourism 
industry on their lands. The reasons are many but the principal reason is 
that they have spent a great deal of their ANCSA settlement money on the 
implementation of many of the requirements of ANCSA. A case in point is the 
village that I sit on the board for. The Alaska Peninsula Corporation has 
had to hire outside land experts, lawyers, and staff just to meet the 
requirements of Section 14(c) of ANCSA. That section required that we 
reconvey to anyone that had a prior existing right to the land, for future 
expansion, air port extension. This was a tremendous undertaking and was a 
financial boom for the land experts and lawyers but was an economic hardship 
for the village. We aspire to get into the tourism business but costs are 
prohibitive when we try to borrow from the existing lending institutions in 
Alaska.

There is some mineral potential on some of the 44 million plus acres that 
were conveyed to ANCSA Corporations. The options to develop the natural 
resources are limited. We have had to search for companies to partner with 
us in the exploitation of our natural resources. The current trend of those 
businesses are to focus their exploration money on known reserves and have 
little interest in exploring or developing the natural resources such as 
natural gas on our lands. There are known reserves on some Native lands but 
many of the companies do not want to risk their venture capital or consider 
the prospect to small for their global portfolios.

Sincerely,

Trefon Angasan
Vice President, Shareholder and Corporate Relations, BBNC 
Alaska Peninsula Corporation, Secretary

mailto:tang@bbnc.net
mailto:bob_king@gov.state.ak.us
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T Bristol Bay 
Native Corporation CnrfcMaOurtWwtoyotUh

800 Cordova Street, Suite 200 / Anchorage, Alaska 99501-6299 / (907) 278-3602 /  f a x  (907) 276-3924

^  °&Representative Norman Rokeberg 
Stale Capitol, Room 24
Juneau, AK 99801-1182 *
Fax: 907-465-2040

March 6,2000
K siijaua& M U lS

Dear Representative Rokeberg:

I am writing in support of HB # 339 sponsored by Representatives Mulder, Hudson and 
Austerman, entitled “An Act authorizing the Alaska Commercial Fishing and Agriculture Loan 
Bank to make loans relating to tourism and development or exploitation of natural resources.”

The reason that I support tho Bill is because of the enormous benefit that this bill would have for 
economic development opportunities for village corporations in rural Alaska. Many village 
corporations in rural Alaska largely have not participated in the growing tourism industry in 
Alaska. They do not have the venture capital necessary to develop the tourism industry on their 
lands. When village corporations received their share of the settlement from the Alaska Native 
Claims Settlement Act, (ANCSA), it was baaed era a per capita share. Under this formula, if  
enrollment of the village corporation was under 1,000, it limited their investment portfolio simply 
because they did not receive enough cash. The cash received was typically spent in the 
implementation of ANCSA suoh as Section 14(c) which required that the corporations reconvey 
to anyone who had a prior use o f the land, for expansion of the municipality in the fiiture and for 
air port expansion. This was a tremendous undertaking and was a financial windfall for the land 
experts, auditors, and lawyers, but was an economic hardship for the village corporation. Many of 
us aspire to get into the tourism business but costs are prohibitive when we try to borrow from 
the existing lending institutions in Alaska.

Lumforst&nd the concern that some banking institutions of Alaska have ahnat the 
fgmnctitiflfl.thfll CFAB would present In the leading industry but if the legislature would 
adopt HB#339, the earnings would *t& y in Alaska through the revolving loan philosophy of the 
co-op. Changes arc taking plaoo an I  speak. One of Alaska’s largest banking institutions is 
merging with a national conglomerate. The remaining banks have survived the economic 
downturn of the ‘80's because o f its conservative Investment lending practioes. I  remember when 
Alaska State Bank, United Bank of Alaska, and other Alaska banks had an expanded portfolio to 
lend money to rural businesses. They are gone now and no one has stepped forward to fill the
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void.

There is some mineral potential on some of the 44 million plus acres conveyed to ANCSA 
Corporations. The options to develop and exploit that potential is limited. Native corporations 
have had to search for companies to partner with to develop the mineral potential on Native land. 
The current trend of the companies that we contact are to focus their exploration money on 
known reserves and have little interest in exploring or developing the natural resources such as 
natural gas on our lands. There are known reserves on some Native lands but so far, the 
companies do not want to risk their venture capital or they consider the prospect too small for 
their global portfolios.

Sincerely, ✓o

Vice President, Shareholder and Corporate Relations
Secretary, Alaska Peninsula Corporation. (A merger of five village corporations in BB)

cc: House of Representatives
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Subject: HB339
Date: Fri, 25 Feb 2000 23:47:35 -0800 

From: "Bob Dindinger" <atalap@email.msn.com>
Organization: Microsoft Corporation

To: <Representative_EIdon_Mulder@legis.state.ak.us>,
"Representative Bill Hudson" <Representative_Bill_Hudson@legis.state.ak.us>, 
<Representativc_AIan_Austcrman@legis.state.ak.us>

CC: <Representative_Lisa_Murko\vski@legis.state.ak.us>, o 
<■Representative_John_Harris@legis.state.ak.us>, 
<Representative_Andrew_Halcro@Iegis.state.ak.us>, 
<Representative_Tom_Brice@legis.state.ak.us>, 
<Representative_Norman_Rokf*berg@legis.state.ak.us>

Dear Representatives Mulder, Hudson, & Austerman

Have reviewed HB339 and support it whole heartedly. The inclusion of 
tourism businesses in this loan program may well be the States most 
meaningful action for truly small businesses.

As you know, most Alaska tourism businesses have less than five employees. 
Given the current nature of Alaska's economy, tourism most probably 
represents
the best opportunity for Alaskan entrepreneurs.

I only have to think back to the early days for my own company (Alaska 
Travel Adventures) to appreciate the value of this legislation to new 
businesses.

Bob Dindinger 
Juneau, Alaska

2/28/00 7:11 Af,
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C i t y  O f  S e i d o v i a
P.O. Drawer B  

Seldoula, Alaska 996C3 
Phone (907) 234-7643  

Fax (907) 234-7430
M a rc h  3 , 2 0 0 0

Honorable El+on Mulder 

Co-Chair Finance 

State of Alaska 

House of Representatives 

State Capitol 

Juneau, Alaska 99811

Hand Delivered

Dear Representative Mulder:

On behalf of the City of Seidovia and the Seidovia Chamber of Commence, 

please let this letter express our support for HB 338, expanding CFAB's 

authority to handle loans for tourism and natural resources.

The City of Seidovia and its residents are a prime example of the need for 

CFAB to include tourism and resource development loans in its preview. 

Seidovia was once the largest city on the Kenai Peninsula. At one time we 

have over six major seafood processing plants in the community. Now we 

have none. Natural resource development once provided numerous jobs for 

area residents, in timber and mining activities. Now there is no activity.

Seidovia is a community that is losing residents every year. Our school 

population decreased this last year to the point that we lost a teacher.

Once a proud and growing community, where everyone who wanted to work 

had a job, we were a primary example of why CFAB was founded. After all, 

very few places in Alaska processed more seafood than we did in Seidovia. 

We now suffer close to 40% unemployment. Future expansion of the fishing 

industry in Seidovia seems highly unlikely.

Reference: HB 339



Tourism is one of our major hopes in reversing this downward economic 

trend. Seidovia is truly a beautiful place. I t  has the potential of becoming a 

major destination for both Alaskan and tourists. We are desperately 

seeking the infrastructure to make this a reality.

For a community that once heavily relied on the fishing industry for its very 

existence, we are now forced to switch gears. Giving CFAB the authority to 

include tourism and natural resource  development within its scope of 

operations provides the private sector and the City with an additional and 

well-respected source of assistance.

Thank you for your time. Please let me know if a resolution from the City of 

Seidovia and the Seidovia Chamber of Commerce will help achieve passage of 

your bill.

I  hope th is  le t t e r  finds you and your family in good h ea lth  and enjoying, as 
beST you can, th e  session.

Kindest personal regards;

/ /
7  / / )  -

Dave Choquette 

City Manager



P.O. Box 100600
Alaska Bankers A ssociation

Anchorage, Alaska 99510-0600 (907) 265-2920

February 28, 2000

Representative Norman Rokeberg 
Alaska State Legislature 
State Capitol Room 24 
Juneau, AK 99801-1182

VIA FAX AND MAIL
Fax 1-907-465-2040

Re: House Bill 339 

Dear Mr. Chairman:

This is to supplement my testimony at last Friday’s Labor and Commerce Committee 
hearing respecting HB 339.

The Alaska Bankers Association opposes HB 339. No expansion of the lending authority 
of CFAB is necessary or desirable.

Twenty hears ago. CFAB was created to provide commercial financing to resident Alaska 
commercial seafood harvesters, processors and farmers. Since that time CFAB has fulfilled 
its purpose admirably, and continues to do so.

As others testified at the hearing on the bill conducted by the Labor and Commerce 
Committee on February 25, 2000, CFAB’s capital position is strong. It currently has more 
than enough capital to meet the current demand for loans by commercial seafood 
harvesters, processors and farmers. Its continued existence is not threatened for that 
reason.

CFAB’s chief executive officer testified that its current members have been and will 
continue to receive a dividend that yields a 6% to 8% return on their investment. That 
return is above the range currently enjoyed by active investors in fixed income obligations 
like banks.

There is no unsatisfied demand in Alaska for the small business loans that CFAB 
management considers a worthwhile use of CFAB capital. Alaska is no longer capital 
poor. No bank in Alaska has reached its loan limits. But all of them are required by the 
Community Reinvestment Act to satisfy the credit needs of the communities they serve.
At present all o f them are currently achieving at least a satisfactory rating from Federal 
Regulators in that connection, and largely by making small business loans. For that matter 
there’s nothing in the proposed legislation that would limit the amount CFAB could lend 
to any one borrower anyway.
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