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AIGC/Montana-Dakota Study

This economic assessment examines the cost competitiveness of an Alaska Intrastate Gas 
Company (auGC) proposal to provide a utility gas system in the Alaskan communities of 
Ketchikan, Sitka, and Juneau, Alaska. AIGC is proposing to supply, distribute, and sell utility 
gas to these communities in a series of systems with components developed, owned, and 
operated by AIGC and o th e r^ At a future date, natural gas may be the market fuel in the 
system. The success of the proposed project depends on the following factors:

® The AIGC cost of providing the service and how this cost compares to that of the 
readily available alternatives: fuel oil/bottled propane, and electricity.

• AIGC marketing, consumer acceptance, conversion costs, and meeting market 
projections

o Delivered Cost of wholesale propane gas cost into each community
This study focuses on the cost of providing utility gas service and the associated revenue 
requirements.

Sum m ary  Conclusions:
This project provides a competitive and clean alternative fuel source to Juneau, Sitka, and 
Ketchikan and is feasible if the assumptions, conditions, and projected annual/sales volumes 
are as presented in this economic assessment. Deviations from any assumptions, conditions, 
and projected sales volumes might increase or decrease the commodity price and affect both 
revenue requirements and feasibility for the proposed utility gas system.
The cost estimates and sensitivity analysis for the proposed utility gas system indicate that 
AIGC needs to manage the required infrastructure and associated costs to meet a competitive 
price targets over its first seven years of operation. Once customer conversions are complete 
and AIGC captures the market, its ability to increase pricing will improve. The models used 
indicate rate increases in years five, seven and ten. Montana-Dakota’s financial model 
analyzed two scenarios, one with higher customer service rates than the other. The 
conservative model assumes a lower rate is necessary to achieve desired conversion rates than 
the other. With the conservative model, the internal rate of return, IRR, was 3.48% over the 
forty year life of the project and the aggressive model yields 8.45% ERR.

Montana-Dakota’s research shows that the seafood processor loads are relatively insignificant. 
Accordingly, the commodity prices are higher than those assumed in earlier studies. Adding 
additional large peaking loads would significantly improve returns and allow for lower 
commodity pricing and increased conversions. To the extent AIGC can increase sales without 
increasing capital costs; it can reduce the commodity price. Conversely, to the extent sales do 
not materialize as projected, the commodity price would need to be higher and less 
competitive.

If the long-term price of propane can be reduced below the assumed $0.43 a gallon or the 
delivery charge to Juneau is less than $0.18 per gallon, the commodity price can be reduced. 
The financial model assumes a delivered price of propane to Juneau of $0.61 per gallon. Some 
providers have verbally suggested that propane is available at a delivered price as low as $0.40 
per gallon. Montana-Dakota was unable to obtain any written confirmation of these lower

E x e c u t i v e  S u m m a r y
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prices; therefore, the attached models use substantiated pricing available on spot markets. To 
the extent that AIGC is able to acquire long term contract prices, the ERR improves 
dramatically.

AIGC is working with the state of Alaska and other private parties to obtain propane from a 
refiner at Valdez. When this is complete, the propane can easily be moved to other markets.

Pro ject Components
The analysis included a review of the major project elements as discussed below.

C u s to m e r  B a se
The system as analyzed was assumed to serve residential and commercial/industrial customers. 
Residential and small commercial customers primarily represent a space heating and hot water 
heating load. As a result, their sales are the greatest in the winter and relatively low in the 
summer.
The model does not incorporate potential bulk propane sales to the local bulk propane 
distributors. These distributors currently transport propane to Juneau using 12,000 gallon 
propane transports on barges. This type of transportation and the smaller volumes result in a 
delivered commodity price of approximately $1.50 per gallon. This potential opportunity could 
may improve returns. Alliances with these service providers can also create opportunities in 
nearby communities. Further, opportunities exist for added load and added returns through 
marketing of distributed generation (micro-turbines).

U ti l i ty  G a s  D e liv e ry  C h a in
The study analyzed the utility gas delivery chain from propane procurement through customer 
billing and collection. The major elements i .1 this delivery chain are as follows:

• Procure propane in Alberta and British Columbia.
« Ship the propane in railroad tanker cars to Prince Rupert, British Columbia. CN Rail

would haul the railcars to and from the propane sources to its existing facilities at 
Prince Rupert

• The marine transport company loads the propane onto a bulk propane barge. Initially, 
this barge will transport approximately 500,000 gallons of propane per shipment.

• The barge would make a trip to Juneau, off-load the propane into A IG C’s storage 
facilities, and return to Prince Rupert for the next round trip. AIGC will feed the Juneau 
distribution system from storage and will fill propane transports for distribution to 
smaller communities.

• AIGC will construct the needed infrastructure in each community from the dock to the
distribution system. This infrastructure includes land-based storage and the 
vaporization ("send-out") facilities. Within each community, there may be multiple 
send-out facilities at multiple locations.

• Montana-Dakota is under contract with AIGC to opeiate the system.

• AIGC would contract with a local electric or water utility system for customer billing 
and collection.

AIGC/Montana-Dakota Study
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AIGC/Montana-Dakota Study 

C o m m u n i ty  I n f r a s t r u c t u r e
Each community has different infrastructure requirements and the infrastructure used for this 
analysis is as follows.
In Juneau, existing docks will need modifications to accommodate loading arm for unloading 
the propane barge. In Sitka, the Marine transport company will make necessary modifications 
to handle product shipments. In Ketchikan, there is existing rail car infrastructure at the 
Saxman Seaport that can physically accommodate rail cars or can handle bulk storage 
deliveries.
In each community, there is a need for fuel storage, which would be provided by permanent 
land-based storage tanks.
There would be three send-out facilities in Juneau, two in Ketchikan, and one in Sitka. A 
pipeline would transport propane from the docking area to each send-out facility, where the 
propane would be vaporized and mixed with air to create utility gas.

P r o je c t  S c h e d u le
A preliminary project development schedule indicates that gas utility service could begin in 
July 2004 in Juneau, April 2005 in Sitka, and April 2006 in Ketchikan.

Revenue Requirements 
P r o je c te d  S a le s
Montana-Dakota estimated the number of residential and commercial utility gas customers by 
performing detailed surveys and meeting with a significant number of customers to identify the 
critical parameters for conversion customers. The conversion rates are typical of what 
Montana-Dakota achieved in similar conversion situations in the Dakota’s.

Montana-Dakota estimated annual sales to residential and small commercial customers by 
reviewing historical fuel oil consumption rates and converting those volumes to propane on a 
therm basis.

The data on annual sales were used to determine the transportation logistics for supplying the 
required fuel quantities. Heavy-demand-period usage was estimated for establishing in­
community storage requirements.

P r o je c t  O p e r a t in g  C o s ts
The annual costs to operate and maintain the in-community utility gas systems and AIGC's 
operations were estimated at approximate $1,123,180 in the first year of operation and 
$1,500,000 in year 7 when there is service in all three communities. These costs were 
developed based on assumed staffing levels and individual expense items. The spread sheets in 
the appendices of this report provide additional detail.
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AIGC/Montana-Dakota Study

P r o je c t  C a p i ta l  C o s ts
The estimated capital costs for the first 5 years Table ES-1.

TABLE ES-1
Estimated capital costs for Infrastructure in Ketchikan, Sitka, and Juneau

Year 5ITEM Year 1 Year 2 Year 3 Year 4

Liquid Storage Units: $2 ,500 ,000 $1 ,000 ,000 750 ,000
Send out facilities: $3 ,000 ,000 $750 ,000 2 5 0000
Liquid Trunk Lines $3 ,000 ,000 $1 ,500 ,000
Liquid Pumping $750,000 $750 ,000 $7 50 ,000
Distribution Facilities $7 ,433 ,377 $2 ,734 ,450 $3 ,164 ,562 $66 ,816

Non-recoverable line- 
fill (propane): 
Vehicles, Tools and 
Equipment:

Total Capital 
B udget

$1 ,000 ,000

$200 ,000

$17,883,377

$200 ,000

$6,934,450 $3,914,562 $1,066,816

$84,353

200,000

$284,353

Note: Costs are in 2003 U.S. Dollars.
Montana-Dakota performed preliminary engineering to establish a proposed layout of the gas 
distribution system for estimating purposes. Primary main routes will provide service to 
branches or laterals as customers request service. AIGC should not construct laterals unless 
sufficient numbers of customers request service to cost justify the expansion. An independent 
contractor, InfraSource, developed construction cost information as included in the appendices.

C a p i t a l  S t r u c t u r e
For the financial model used in this study, debt structure has no effect on the rate of return. 
However, contrary to earlier studies, Montana-Dakota advocates a debt/equity structure of 
fifty/fifty. During the initial build-out, AIGC should use equity investments to construct the 
Juneau distribution system. Then, AIGC can use debt financing for expansion. The 
marketability of bonds for an on-going concern is significantly greater than for a start-up 
operation. Accordingly, the bonds will have a higher rating and lower interest rate if the debt is 
kept to less than fifty percent.

As is noted above, investors can anticipate a rate of return on investment of between 3.5 
percent and 8.5 percent. Discussions with an investment banker in Seattle indicated that, for a 
project of this nature, some investor may be willing to invest for this range of returns. Recent 
sales of gas utilities indicate that venture capital is currently available for utility operations.

Conversion Requirement Based Commodity Price 

A p p r o a c h
Montana-Dakota estimated the required utility gas commodity price based on competitive 
pricing with fuel oil in Juneau. Surveys of residential and commercial customers along with 
fuel oil dealers indicates that the average cost for number two fuel oil for residential customers 
in 2003 was approximately $1.40 per gallon and $1.20 for small commercial customers.
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X
Consumers must be able to reduce there energy costs enough to recover conversion expenses. 
Once customers recover [he conversion expense, it will be possible to raise commodity prices 
sufficiently to provide a reasonable return on investment as is allowed by the Regulatory 
Commission of Alaska. Accordingly, the financial models indicate a rate increase of one dollar 
in the fifth, seventh and eleventh years. Figure ES-1 illustrates the competitive advantage of 
natural gas, assuming the pricing contained in the financial models.

AIGC/Montana-Dakota Study

Figure ES-1

Annual Cost of Competing Energy Sources for 
Residential Customers

$ 4 ,0 0 0 .0 0  

$ 3 ,5 0 0 .0 0  

$ 3 ,0 0 0 .0 0

$ 2 ,5 0 0 .0 0

$ 2 ,0 0 0 .0 0

$ 1 ,5 0 0 .0 0

$ 1 ,0 0 0 .0 0

$ 5 0 0 .0 0

$ 0 .0 0

Energy Type

X

Results
Certain AIGC costs are unavoidable, largely fixed, or beyond AIGC's ability to control. These 
costs are for cost of propane, propane transportation, depreciation, and taxes. Therefore, any 
cost reductions would have to come from operations and return to rate base or from increased 
sales. AIGC should be aggressive in controlling its costs, whether in capital investment or 
operations.

Key Assumptions and Sensitivity
The most important assumptions leading to these commodity rates are as follows:

• AIGC achieving the assumed conservat’ve market penetrations for residential and small 
commercial customers, and sales will be at projected levels.
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• AIGC acquiring propane delivered to Juneau for an all inclusive price of less than $0.50 
per gallon.

• Historic price relationship between fuel oil and propane will continue in the future. 
Historically, the prices of fuel oil and propane have generally moved in the same 
direction at the same time.

The price is particularly sensitive to projected sales. The larger the volumes of utility gas sold 
without increasing the capital investment, the lower would be the commodity price to 
consumers. Figure ES-2 illustrates the anticipated build-out rate in Juneau assuming a 
conservative approach with gas priced at $9.00/MMBtu. Figure ES-3 assumes that the 
customers will convert even if gas prices are slightly higher.

AIGC/Montana-Dakota Study

Figure ES-2
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A IG C /M ontana-D akota S tudy 

F igure  ES-3

From the commercial standpoint, Figure ES-4 illustrates the anticipated commercial load 
regardless of the approach taken (Aggressive or Conservative).

Figure ES-4
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AIGC/Montana-Dakota Study

C o m p e t i t iv e  P r ic e  C o m p a r i s o n

As stated in earlier studies, the combined A.IGC commodity price and service charge need to 
be competitive with the residential cost of fuel oil for space heating and hot water, or AIGC 
.will not achieve the market penetrations assumed. Generally, the AIGC residential cost needs 
to be ten to twenty percent lower than the equivalent cost of fuel oil and electricity to attract a 
significant number of customers. This savings is necessary for potential consumers to be 
willing take action and incur a modest level of conversion costs.

Montana-Dakota contacted several manufacturers and HVAC contractors to estimate 
conversion costs and develop a level of confidence in the above described rate structure. If 
conversion costs are significant, the marginal savings from the utility gas service will need to 
be greater. For fuel oil users, the conversion cost may be modest; for electric hot water and 
space heat customers, the cost to conve-; can be significant.

The residential cost of electricity used in the comparison is the incremental cost of electricity from 
the applicable electric utility tariffs for residential customers. The comparative fuel oil prices used 
for each community are the 2003 historical prices obtained from consumers in Juneau.

With this conversion, there is not any efficiency improvement in the gas utilization equipment. 
Accordingly, this study includes a modem of conservatism for consumers that purchase new 
equipment as opposed to conversion of existing equipment and/or appliances.

The commodity price needs to meet various competitive thresholds in each community for 
obtaining the space heat market. AIGC must capture the space heat market in order to have 
sufficient sales volumes. For commercial customers, the competitive advantage may not need 
to be as significant because uf environmental concerns.

TABLE ES-2
Comparative Residential Cost of Competing Energy Sources

JUNEAU AIGC Commercial AIGC
Electricity Residential Fuel Oil Residential Fuel Oil Commercial

Description #2 Blend #1 Gas #2 Gas
Cost of Energy (Electricity in S/kWh $0.0922 $ 1.42 $ 1.51 $ 1.61 $ 9.00 $ 1.20 $ 8.00
Fuel Oil in S/gallon-Gas in $/MMBtu)
Efficiency Ratings (%)

Space Heat (New Appliances)(1) 100% 70% 70% 70% 85% 70% 85%
Space Heat (Burner Conversion) N/A 70% 70% 70% 70% 70% 70%
Hot Water Heater (Boiler)(1) N/A 70% 70% 70% 85% 70% 70%
Hot Water Heater (Tank type) 92% 55% 55% 55% 61% 55% 61%
Adjusted Cost ($/MMBtu)
Space Heat (Now Appliances) $27.01 $14.59 $16.00 $17.41 $ 10.59 $ 12.36 S 9.41
Space Heat (Burner Conversion) N/A $14.59 $16.00 $17.41 $ 12.86 $ 12.36 $ 11.43
Hot Water (Boiler) N/A $ 14.59 $ 16.00 $ 17.41 $ 10.59 $ 12.36 S 11.43
Hot Water (Tank Type) $29.36 5 18.57 $20.36 $22.16 $ 14.75 $ 15.73 $ 13.11
Savings
Space Heat (New Appliances (1) 61% 27% 34% 39% 24%
Space Heat (Burner Conversion) N/A 12% 20% 26% 8%
Hot Water Heater (Boiler) N/A 27% 34% 39% 8%
Hot Water Heater (Tank type) 50% 21% 28% 33% 17%
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A IG C /M ontana-D akota Study 
(1) This is for new non-condensing type boiler

The following data were used to calculate the estimated annual residential energy cost:
• Utility gas price o f $9.00/MMBtu (see Table ES-2) plus a monthly service charge of 

$8.00 per month.
•  Residential rates for electricity and fuel oil as presented in Table ES-2. For residential

customers using fuel oil for water heat, it was assumed that electric hot water heat is
used to maintain and increase the water temperature.

• Prices for fuel oil in each community obtained from the University of Alaska 
Fairbanks, Cooperative Extension Service, Food Cost Survey, September 199S to 
September 2003.

• Efficiency rates for new space heat appliances and new hot water heaters as presented 
in Table ES-2.

• Average annual energy consumption by a residential user in each community for space 
heating and hot water heating: Ketchikan = 111.2 MMBtu, Sitka = 114.5 MMBtu and 
Juneau = 125 MMBtu.

• Assumed hot water heater energy use of approximately 21.6 MMBtu/year. 

A d d i t io n a l  B e n e f its :  H e a l th  a n d  E n v i r o n m e n t

From a community standpoint, the environmental advantages will also contribute beyond the 
economic advantages incorporated in this study. Costs for environmental clean-up and 
additional health care resulting from fuel oil use is not readily quantifiable, but it does exist.

Using natural gas in place of other fuels can help ease a number of environmental concerns 
such as greenhouse gas emissions, acid rain, smog, solid waste and water pollution. When 
natural gas is burned, it produces virtually no emissions of sulfur dioxide or particulate matter 
and far lower levels of "greenhouse" gases and nitrogen oxides than such competing sources of 
energy as oil and coal. In addition, unlike the oil, coai and nuclear processes, the natural gas 
process produces virtually no solid waste and has much less impact on water quality.

The inherent cleanliness of natural gas when compared with those other fuels, coupled with the 
high efficiency of natural gas equipment, means that substituting gas for the other fuels can 
help reduce the emission of the air pollutants that produce smog and acid rain and that could 
exacerbate the "greenhouse" effect.

The natural gas system is extremely efficient as are most types of appliances and equipment 
that operate on natural gas. Energy efficiency refers to the energy input per unit of useful 
energy output. In other words, energy efficiency measures how much energy is used or lost in 
providing such things as hot water, steam, warm or cool air. The higher the energy efficiency, 
the greater the conservation of energy and the lower the environmental impacts.

When the entire cycle of producing, processing, transporting and using energy is considered, 
natural gas is delivered to the consumer with a "total energy efficiency" of about 90 percent, 
compared with about 27 percent for electricity. Moreover, gas appliances and equipment are
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A IG C /M ontana-D akota Study
extremely efficient as evidenced by the fact that the residential use of gas per customer is about
16 percent less today than it was in 1980.

A dditional Factors:

The following quote is from the American Gas Association's web site:

“ H ere a re  five reasons why AGA thinks n a tu ra l gas is the fuel of the 21st C entury:

N atural gas is A m erica's n a tu ra l w onder.

• That's why natural gas use has increased by 35 percent over the last decade, and is 
projected to grow by 45 percent by 2015.

• Natural gas costs less to use in your home than electricity, heating oil, propane or 
kerosene. On average, electricity costs almost four times more than natural gas.

• Natural gas customers paid less for their gas in 1998 than they did in 1987 — about 24 
percent less, in inflation-adjusted dollars.

N atu ra l gas is the cleanest and m ost efficient fossil fuel.

• 99 percent of the natural gas we use in the United States comes from North America, 
and supplies are abundant.

•  The 2 million-mile underground natural gas delivery system has an outstanding safety 
record.

• Regardless of the weather, you can depend on your natural gas utility to bring you 
America's best energy value.

N atu ra l gas is safe, reliable -  and  it's  m ade in America.

• Natural gas is today's environmental energy choice — increased use of natural gas can 
help address several environmental concerns simultaneously, including smog, acid rain 
and greenhouse gas emissions.

• Most electricity in the United States comes from coal, which produces far more 
emissions than natural gas.

N atu ra l gas utilities are  im portan t to the nation and its economy.

• Gas utilities employ more than 151,000 people in all 50 states, with an annual payroll 
of nearly $6.7 billion.

• Natural gas provides about 24 percent of all the energy used in the United States; one- 
third of the energy, if you exclude transportation fuels.

• Natural gas utilities operate and maintain more than 1.2 million miles of safe, efficient 
underground pipes -  an energy delivery system that is the envy of the world.

Y our n a tu ra l gas utility is your neighbor and your trusted  energy p a rtn e r.

» Gas utilities serve more than 60 million customers.
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• Your local gas utility has an investment in and a commitment to your community. 
Many gas utilities have been serving their customers for well over 80 >ears.

• Natural gas utilities are innovative and reliable, providing customers with a variety of 
services, products and -  most important -- America's best energy value.

AIGC/Montana-Dakota Study
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A IG C /M ontana-D akota Study

PROPOSAL BACKGROUND

1.1 O v e ra l l  C o n c e p t
This study began using the precepts and work presented in CH2M H ill’s March 2002 
report on the same project. Montana-Dakota Utilities Co. (Montana-Dakota) attempts to 
bring the conservative, yet creative concepts currently used in operating gas utilities and 
apply them to the Southeast Alaska project. While earlier reports took a broad-view 
approach to the three communities identified in Phase 1. this analysis approached the 
project by focusing on the single community providing the greatest chance of success and 
possibility for return, Juneau.

From earlier reports, Alaska Intrastate Gas Company (AIGC) intends to provide utility 
gas service to the Southeast Alaska cities of Ketchikan, Sitka, and Juneau. After 
establishing service in these cities, AIGC's intends to extend service to 14 other Southeast 
Alaska communities in subsequent phases of the project. AIGC holds a Regulatory 
Commission of Alaska Certificate of Necessity and Public Convenience, No. 572, for 
utility gas service in these 17 communities. The AIGC concept is to buy propane in 
British Columbia and western Alberta, Canada .ransport it by rail tanker car to Prince 
Rupert B.C.. then move propane by barge to eat:h community.

Originally, the intent was to move rail cars to the various ports for distribution in each 
community. While this remains a possibility, Montana-Dakota explored the feasibility of 
using permanently mounted storage and piping product off and on the barge. This would 
eliminate the need for a large number of rail cars and the need for extensive dock 
modifications. Jim Jansen, with Alaska Marine Lines, provided the cost information 
shown in Appendix B. According to Mr. Jansen, the transportation of rail cars on barges 
is an inefficient use of barge capacity. The volumes required for this project are too la. j e  
to allow mixing with General Cargo on a barge and too small to maximize the available 
tonnage on a small barge. Accordingly, the concept evaluated involves bringing large 
volumes to Juneau and then distributing from that storage facility to the smaller nearby 
communities. Therefore, propane shipments would be 500,000 gallons per shipment. As 
demand increases, the shipper can add tanks to the barge in 90,000-gallon increments.

AIGC should investigate alternative delivery approaches for each community as 
expansion occurs. Accordingly, they would off-load propane from the barge to land- 
based storage tanks. Sufficient storage is necessary to accommodate transportation delays 
from Prince Rupert and for the intervals between barge deliveries. Communities would 
either use propane vapor or propane/air mixtures for distribution throughout each 
community.
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AIGC/Montana-Dakota Study

1.2 Propane Delivery Chain and AIGC Business Model
To focus on the distribution system and maximize efficiency of operations, an 
independent shipper such as Alaska Marine lines or Foss Maritime would provide 
transportation services. AIGC should prepare a request for proposal for a long-term 
contract (10-years) to provide transportation services including handling of the 
commodity from rail cars on shore through on shore delivery. The shipper should also 
provide a minimum of one-acre of land dockside for temporary storage.

AIGC should move liquid propane from the dock area to an inland storage facility and to 
the various send-out facilities in each community. This process eliminates the need for 
transporting propane by truck through the communities. While this approach slightly 
increases capital expenses, it increases reliability and decrease operational expenses 
associated with trucking.

After mixing with air, (50% propane vapor to 50% air) the gas mixture enters the 
distribution system at pressures as high as 60 psig. At the customer’s premise, a regulator 
reduces the pressure to an acceptable consumption pressure.

AIGC and Alaska Electric Light and Power discussed the possibility of contracting meter 
reading and billing services. To the extent that AEL&P is currently reading meters and 
with remote meter reading devises, costs will be significantly lower than using AIGC’s 
operations staff for these functions.

To minimize commodity costs, AIGC should acquire propane using long-term contracts.
It may be beneficial to acquire large volumes of propane at low summer or spring rates 
and place it in storage at Edmonton or an alternative underground storage location for 
delivery as needed. Alternatively, and preferably, AIGC may be able to acquire large 
volumes of propane at Valdez. The existing refinery in Valdez has de-propanizing 
operations and may be able to provide adequate volumes at substantially lower prices.

AIGC would construct in-community infrastructure from the dock to the storage center 
and to the send-out facilities. Montana-Dakota is under contract with AIGC to provide 
design, build, operate and maintain services to AIGC.
To facilitate conversions, AIGC should work with a major boiler manufacturer to bring 
low-cost replacement equipment to the area along with manufacturer provided financing. 
Local mechanical contractors would provide appliance installation, conversions, and 
maintenance.

1.3 Project Development Schedule

This study focused primarily on the economics surrounding the Juneau distribution 
system. While the economics appear similar for Sitka, the Montana-Dakota has concerns 
related to the technical aspects of construction of a single system in Ketchikan. 
Accordingly, AIGC will need to perform detailed engineering studies before beginning 
construction of the Ketchikan system.

Preparation of the schedule includes the following key assumptions:
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A IG C /M ontana-D akota Study
• Equity financing available January 31, 2004.

• Moving immediately to make all necessary arrangements for its business, 
including engineering, permitting, fuel supply, transportation, and business 
arrangements.

•  Juneau is the first community to receive service because it has the largest 
potential load and provides the greatest potential for successful implementation.

• Sitka would be the second community to receive service because development of 
docking, loading, and storage facilities at the Sawmill Cove Industrial Park 
appears to be straightforward.

• Ketchikan would be last because o f the political environment and because of the 
difficulty excavating the rock. Further study will be necessary before beginning 
construction in this community. However, if it is not cost effective to construct 
here, alternative communities will provide similar or better returns on investment.

• AIGC to develop the communities sequentially with some overlap rather than 
concurrently. This allows the use of the same permitting, engineering, and 
construction resources over the course of several years. Lessons learned in the 
first community may apply to the second and so on. Concurrent development 
would place significantly greater demands on AIGC management resources. 
Further, by using equity financing in the first community, debt financing will 
become more readily available for future expansion. Typically, utilities operate 
with a debt/equity ratio of 50-50.

• After completing permit applications for Juneau, AIGC would prepare 
applications for Sitka and then for Ketchikan.

» It will take approximately 6 months to provide engineering for the send-out 
facility and distribution system for each community.

• Construction of the send-out facilities and distribution system will take place at a 
controlled rate to ensure that only those facilities necessary for confirmed load are 
constructed. Construction in the Juneau area would continue to occur over a three- 
year period as customers subscribe for gas. Accordingly, construction schedule is 
estimated as follows:

o Ketchikan July 1, 2006
Based on this schedule, the analysis extends for 40 years assuming steady growth 
throughout the proposed markets.

o Juneau 
o Sitka

May 1,2004 
May 1, 2005
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1.4 Pro ject D e f in it io n
Early reports adequately define the project with the following changes:

• Central Storage facility near Lemmon Creek -  This would allow for lower cost 
industrial property for storage applications.

• Pipeline transportation of liquid propane from the storage center to each send out 
unit and for transport from the dock -  this eliminates the need to transport 
propane by truck throughout the community and reduces the aesthetic impacts at 
the send out facilities. This reduces risk of fire and reduces operating expense 
significantly. Further, it eliminates the need for extensive dock improvements in 
Juneau.

• Transportation from Prince Rupert to Juneau will be by others under contract 
reducing the significant expense and capital investment necessary associated with 
using rail cars for transportation and storage.

• Financing for Juneau should beYlOO percent by equitw Once completed, the 
existing infrastructure would provide adequate cash flows to meet debt associated 
with expansion to the other communities. Earlier proposals implied an eighty- 
twenty debt to equity ratio, while Montana-Dakota’s experience is that optimum 
financing occurs at a fifty-fifty debt/equity ratio.

AIGC/Montana-Dakota Study
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MARKET STUDY

2 .1  P o te n t ia l  N u m b e r  o f  C u s to m e r s
The potential number of customers is a vital part in the design of the proposed system. 
This analysis assumes sales to residential, small commercial customers, large commercial 
and industrial customers. Excluded at this time are sales for power generation and 
mining. This report focuses only on the Juneau area and does not include the 
communities of Sitka or Ketchikan. However, for financial analysis, the estimated loads 
are one-third of the anticipated total potential load in Juneau. Figure 2-1 illustrates the 
competitive advantage provided by propane/air compared to alternative energy costs.
This figure assumes propane air at a rate of $9.00/MMBtu.

Annual Cost of Competing Energy Sources for 
Residential Customers

$4 ,00 0 .00  

$ 3 ,50 0 .00  

$3 ,000 .00  

$2 ,500 .00  

$ 2 ,0 0 0 .0 0  

$1 ,500 .00  

$ 1 ,0 0 0 .0 0  

$500 .00  

$ 0 .0 0
Energy Type

2 .1 .1  R e s id e n t ia l  a n d  C o m m e r c ia l / I n d u s t r ia l  C u s to m e r s
Four main geographic areas makeup the Juneau area: Douglas Island, Downtown, Lemon 
Creek and Mendenhall Valley. Information obtained from the Alaska Community 
Information Website indicated a current population of 30,981 (2002 DCED Certified 
Population). During the 2000 U.S. Census, there were 12,282 total housing units and 739 
were vacant. One hundred eighty five of these vacant housing units are only for seasonal 
use.
To determine the potential residential and commercial/industrial markets, data was 
obtained from the Electric Utility and Municipal Water Utility that serve Juneau and the 
surrounding areas. The combination of this information allows a breakout of the

Market Study -  1
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percentages of population and the number of commercial/industrial accounts that exist in 
each of the four main areas of the city. The total number of services provided for the 
Municipal W ater Utility was for one meter/service per building (similar for gas sendee) 
and if a facility is served by the water utility due to its proximity to other services it could 
also be served by gas. The electric utility currently serves areas where it may not be 
feasible to serve with gas because of the long main lines required to reach low density 
areas.

The population data for each of the four areas is shown in Table 2-1.

AIGC/Montana-Dakota Study

TA BLE 2-1
Potential Customers in the four areas:

A rea Residential C om m ercial/Industrial

Downtown A rea 1,572 465

Lem on C reek 961 175

M endenhall Valley 4,455 370

Douglas Island 1,746 156

G rand  Totals 8,734 1,166

Montana-Dakota used historical "build-out" penetration rates and other experiences it has 
with other communities where gas service recently became available. This study 
includes two different residential scenarios, aggressive and conservative. The resulting 
numbers represents the potential residential market for AIGC utility gas service. The 
economics of an underground pipeline distribution system dictate that economic service 
can only be provided in areas where there is sufficient customer density to justify the 
investment. Based on visits to Juneau, assumptions were made as to the percentage of 
households in areas of sufficient density to justify pipeline service.

TA BLE 2.2
Projected 5 Year Aggressive Residential Build-Out Rate for Juneau:

Area
Total

R esidential
Households

Year
One

Year
Two

Year
Three

Year
Four

Y ear
Five

Assumed 
Build O ut 

Penetration 
R ate of 
Service

Total 
Households 
Receiving 
Service at 
Build O ut

Downtown
Ju neau 1,572 314 314 157 79 79 60% 943
Lemon
C reek 961 192 192 96 48 48 60% 576

M endenhall
Valley 4,455 891 891 446 223 223 60% 2,674

Douglas
Island 1,746 0 0 349 262 175 45% 786
Total 8,734 1,398 1,398 1,048 611 524 57% 4,979
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T A B L E  2.2 A

Area
Total

Residential
Households

Year
One

Year
Two

Year
Three

Year
Four

Year
Five

Assumed 
B uild  O ut 

Penetration 
Rate o f 
Service

Total 
Households 
Receiving 
Service at 
Build  Out

Downtown
Juneau 1,572 236 236 157 79 79 50% 787
Lemon
Creek 961 144 144 96 48 48 50% 480

Mendenhall
Valley 4,455 668 668 446 223 2 23 50% 2,228

Douglas
Island 1,746 0 0 349 262 175 45% 786
Total 8 ,734 1,048 1,048 1,048 612 525 49% 4,281

Figure ES-2 illustrates the anticipated build-out rate in Juneau assuming a conservative 
approach with gas priced at $9.00/MMBtu. Figure ES-3 assumes that the customers will 
convert even if gas prices are slightly higher.

Figure ES-2
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Figure ES-3

From the commercial standpoint, Figure ES-4 illustrates the anticipated commercial load 
regardless of the approach taken (Aggressive or Conservative).

F igure ES-4
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2 .1 .2  C o m m e r c ia l  C u s to m e r s
The Commercial/Industrial numbers used compare favorabley with the number of 
commercial services obtained from the local Municipal Water Utility. It is believed that 
the commercial/industrial customer will be a more predictable custom er for gas service. 
Therefore the percentage of customers connected is a higher percentage rate in the earlier 
years. The numbers of commercial customers for each of the areas in Juneau are listed in
Table 2-3.

TA BLE 2-3
Number of Commercial/Industrial Customers:

Area
Total

Commercial/
Industrial
Customers

Year
One

Year
Two

Year
Three

Year
Four

Year
Five

Assumed 
Build Out 

Penetration 
Rate of 
Service

Total 
Com/Indus 
Receiving 
Service at 
Build Out

Downtown
Juneau 465 140 70 47 14 9 60% 280
Lemon
Creek 175 52 26 18 5 4 60% 105

Mendenhall
Valley 370 111 56 37 11 7 60% 222

Douglas
Island 156 0 0 47 31 16 60% 94
Total 1,166 303 152 149 61 36 60% 701

2 .1 .3  S e a fo o d  P ro c e s s o r s
Contrary to earlier studies, seafood processors represent a small commercial load in the 
Juneau area. Most of the processors use some fuel oil for processing, propane for 
forklifts, and electricity for freezers and processing equipment lines. Micro-turbine 
applications might be a consideration however energy use numbers were not separately 
investigated.

2 .2  A n n u a l  G a s  U se  P e r  C u s to m e r

2 .2 .1  R e s id e n t ia l  C u s to m e r s
For Juneau, this study reviewed the information contained in the CH2M UILL report on 
usage by residential customer and compared it with similar towns in M ontana-Dakota’s 
service area on a heating degree days basis. It also looked at the data compiled from 
residential surveys conducted by Montana Dakota specifically for this study. The 
majority of residential customers surveyed use hot water boilers with baseboard 
convection units for home heating. These boilers also supply domestic or service hot 
water for the homes. Most of the Juneau homes surveyed use 1250 to 1350 therms (125- 
135 MMBtu) to space heat and provide hot water on an annual basis.

These numbers do not take into consideration additional volumes for gas fired appliances 
such as dryers, fireplaces and ranges. Many residents indicated a desire to cook with gas.

Market Study - 5
C :\D O C U M E ~ l\lh scp tf\L O C A L S ~ l\T e m p \A IG C  M arketing  and feasib ility  A n a ly s is .d o c



A IG C /M ontana-D akota S tudy

2 .2 .2  C o m m e r c ia l  C u s to m e r s
The typical commercial customer uses 4,500 to 5,000 therms (450-500 MMBtu) per year, 
as indicated in the CH2M Hill report and verified by Montana Dakota surveys with seme 
of the Juneau commercial/industrial customers. In support for this number, the AGA's 
Gas Rate Fundamentals indicates that restaurants use about 4,500 therms per year.

2 .3  M a r k e t  P e n e t r a t i o n  &  P r o je c te d  N u m b e r  o f  C u s to m e r s

The market penetration percentage rates indicated in the CH2Mhill report Table 2-6. are 
too aggressive based on Montana-Dakota’s experience in converting towns and cities 
where gas service became available. The numbers shown in Tables 2.2, 2.2A and 2.3 
represent M ontana-Dakota’s best estimate on percentage and projected number of 
customers that can be achieved with good marketing and promotional programs to bring a 
superior energy fuel to customers for their homes and businesses. In today’s consumer- 
oriented business, service providers must be virtually concerned with the wishes of 
customers. Accordingly, providers must work with customers and attempt to satisfy their 
needs and expectations.

As options for energy suppliers increase, gas customers become more discerning and 
discriminating. As a result, marketing efforts by local gas distribution companies must 
become focused and energetic in order to retain or increase their customer base.

As stated in the CH2Mhill report, the penetration rates shown in Tables 2.2, 2.2A and 2.3 
assume that AIGC would offer utility gas service at rates sufficiently lower than fuel oil. 
As the cost differential between utility gas and fuel oil narrows, the penetration rate will 
decease. Neither the CH2Mhill report or the Montana Dakota analysis adjust the 
penetration rate based on the cost differential between the two fuels.
The Montana Dakota analysis does not assume that AIGC will secure any of the electrical 
generation load that may be available in or around the Juneau area. It further assumes 
that there is little growth (less than l% )in the number of customers (i.e., the population in 
the AIGC service areas is not growing).
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2 .4  P r o je c te d  P r o p a n e  S a le s
The projected sales in therms for the different areas of Juneau during the initial years of 
operation are shown in Table 2-4, 2-5 and 2.6. A summary of the totals are shown in 
Table 2-8. The same information, converted to gallons of propane plus 0.5 percent 
losses, is shown in Table 2-9. Table 2-9 shows Juneau at 9.7 to 10.7 million gallons of 
propane per year at the end of the first 5 year period. In year 5, residential sales are 
almost 60 to 64 percent of the total potential sales, and commercial/industrial sales are 
the remaining 36-40 percent of total potential sales.

TA BLE 2-5
Five Year Pro ected Sales in Therms Aggressive Residentia for Juneau:
Area Y ear One Y ear Two Y ear Three Y ear F our Y ear Five
Downtown
Ju n eau 392,500 785,000 981,250 1,080,000 1,178,750

Lemon
C reek 240,000 480,000 600,000 660,000 720,000

M endenhall
Valley 1,113,750 2,227,500 2,785,000 3,063,750 3,342,500

Douglas
Island 0 0 436,250 763,750 982,500

Totals 1,746,250 3,492,500 4,802,500 5,567,500 6,223,750

TA BLE 2-6
Five Year Projected Sales in Therms Conservative Residential for Juneau:
Area Y ear O ne Year Two Y ear Three Y ear F our Y ear Five
Downtown
Juneau 295,000 590,000 786,250 885,000 983,750

Lemon
C reek 180,000 360,000 480,000 540,000 600,000

M endenhall
VaKey 835,000 1,670,000 2,227,500 2,506,250 2,785,000

Douglas
Island 0 0 436,250 763,750 982,500

Totals 1,310,000 2,620,000 3,930,000 4,695,000 5,351,250
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TABLE 2-7
Projected Sales in Therms Commercial Customers:

Area Year One Year Two Year Three Year Four Year Five

Downtown
Juneau 700,000 1,050,000 1,285,000 1,355,000 1,400,000

Lemon
Creek 260,000 390,000 480,000 505,000 525,000

Mendenhall
Valley 555,000 835,000 1,020,000 1,075,000 '1,110,000

Douglas
Island 0 0 235,000 390,000 470,000

Totals 1,515,000 2,275,000 3,020,000 3,325,000 3,505,000

TABLE 2-8
Projected Sales in Therms Residential & Commercial:

Type Year One Year Two Year Three Year Four Year Five

Residential
Aggressive

(RA)
1,746,250 3,492,500 4,802,500 5,567,500 6,223,750

Residential
Conservative

(RC)
1,310,000 2,620,000 3,930,000 4,695,000 5,351,250

Commercial
(C) 1,515,000 2,275,000 3,020,000 3,325,000 3,505,000

Total
(RA + C) 3,261,250 5,767,500 7,822,500 8,892,500 9,728,750

Total 
(RC +C) 2,825,000 4,895,000 6,950,000 8,020,000 8,856,250
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C :V D O C U M E ~ l\lh scp tt\L O C A L S ~ l\T ernp \A IG C  M arketing  and feasib ility  A n alysis .doc



AIGC/Montana-Dakota Study 

TABLE 2-9
Projected Sales in Gallons (Propane Sales Plus Losses):

Type Year One Year Two Year Three Year Four Year Five

Residential
Aggressive

(RA)
1,921,520 3,843,040 5,284,524 6,126,307 6,848,425

Residential
Conservative

(RC)
1,441,484 2,882,968 4,324,452 5,166,235 5,888,352

Commercial
(C)

1,667,060 2,503,341 3,323,116 3,658,729 3,856,795

Total 
(RA + C)

3,588,580 6,346,381 8,607,640 9,785,036 10,705,220

Total 
(RC +C)

3,108,544 5,386,309 7,647,568 8,824,963 9,745,147

Note: O ne T h erm  equals 100,000 Btu.
T here  a re  1.094895 gallons o f p ropane p e r therm .

2 .5  M o n th ly  S a le s  P a t t e r n

The projected residential arid commercial/industrial monthly sales patterns for Juneau are 
shown in Table 2-10. The projections are based on heating degree day data with minor 
adjustments for restaurant loads during the tourist season and commercial industrial loads 
that happen primarily during the summer through fall months. These percentages do not 
take into account any electrical generation loads that may occur during any of the 
months.

TABLE 2-10
Projected Sales in Percentage By Month:

Month
Percentage of Annual 

Sales
All Gas Customers

Month
Percentage of Annual 

Sales
All Gas Customers

January 13% July 5%
February 11% August 5%
March 10% September 6%
April 8% October 8%
May 6% November 11%
June 5% December 12%
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2.6 Peak-Hour Consumption Rates
The key parameter for sizing the local distribution facilities and send-out facilities is the 
projected peak-hour demand. This analysis, like the CH2Mhill report, assumed peak-hour 
demand at 0.05 percent of the annuai sales in a given area. The number of customers 
served determines sales in an area.

Since a liquid propane line would extend from near downtown Juneau to Mendenhall 
Valley, send out facilities can be located at almost any location along this line. We agree 
with the CH2Mhill report that three send out facilities would be needed in Juneau 
(Mendenhall Valley, Lemon Creek, and the near the downtown area).

Three send out facilities would be planned for Juneau with the option of locating a 
potential fourth send out facility on Douglas Island as that build out progresses.
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DISTRIBUTION SYSTEM

3 .1  I n t r o d u c t i o n

In contrast to earlier studies. Montana-Dakota uses a construction estimator that 
establishes the required footage of infrastructure based on the number of customers. 
Accordingly, the capital model reduces or expands the capital improvements based on the 
projected number and location of customers. This reduces the risk of overstating the 
required capital investment if there is not adequate load to justify the expenditures.

As stated in earlier studies, each community would generally require the following 
infrastructure:

•  Barge dock and loading
• Propane storage
• Facilities to vaporize the propane and mix with air (send-out facilities)
•  Utility gas underground pipelines
• Maintenance equipment and local propane hauling
• Metering, billing, and collection

Each community's specific infrastructure would be different based on customer locations, 
the required delivery capacity, the location of the storage facilities, the availability and 
location of docking and unloading facilities, and land availability. As discussed earlier, 
several possible locations exist for each of these facilities.
To improve the accuracy of construction estimates, a third party contractor interested in 
bidding the required work developed an estimate for the construction in Juneau. Their 
work is in Appendix B.

3 .1 .1  I n - C o m m u n i ty  S to ra g e  C o n s id e r a t io n s
Each community's consumption pattern determines the amount of in-community storage 
required for a reliable propane supply. Because of possible delays in propane delivery 
from the source to the community, it is appropriate to maintain in-community storage 
volumes sufficient to cover a plausible delivery interruption.
In addition to this reliability storage, there is a need for a working volume of propane that 
represents the equivalent of one barge’s delivery. This propane is available to meet sales 
needs between barge deliveries. If there are barge delivery delays, the reliability storage 
is available.
Both the reliability and the working storage require the use of either tanker cars or 
storage tanks with a related leasing cost and/or capital cost for land, site development, rail 
sidings, tanks, and other needed infrastructure. There is also the cost of the fuel inventory 
committed to storage.

3 .1 .2  A p p r o a c h  to  P r o p a n e  D e liv e ry
There are two basic approaches to propane delivery:

• Deliver propane to each community at a relatively constant rate, with surpluses
going into in-community storage to be drawn down during high sales months

• Deliver propane to each community at the same rate at which it is consumed,
reducing the amount of in-community storage needed

D is tribu tion System -  1
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This analysis indicates that real-time propane delivery is the most appropriate. By using 
Juneau as a central storage point for the entire area, rural deliveries can be more frequent 
and reduce the need for additional reliability storage in smaller communities. This further 
reduces the risk of a commodity shortfall in Juneau.
Since initial barge capacity would be approximately 500,000 gallons, AIGC will install 
approximately 1.5 million gallons of storage in Juneau. This would maximize volume 
discounts and reduce the frequency of barge deliveries.

3.2 Juneau

3 .2 .1  B a r g e  D o c k , L o a d in g ,  a n d  S to r a g e
In contrast to earlier studies, this proposal includes using existing facilities currently
available from either Alaska Marine Lines or Northland Shipping. Either dock location is
acceptable and capable with minor improvements.

3 .2 .2  P r o p a n e  V a p o r iz a t io n  (S e n d -O u t)  F a c il i t ie s
Analysis indicates that ultimately it will require three serd-out facilities to serve the 
Juneau area: Mendenhall Valley, the Lemon Creek area, and the Gold Creek area. 
However, it will be feasible to provide initial delivery volumes from a single send out 
facility at Lemmon Creek and add additional send out capacity as needed. By having a 
liquids pipeline connecting the send out facilities to the central storage facility, it is not 
necessary t have individual storage at each location.
Approximate sizes are:

• Gold Creek Area 340 MMBtu/hour
• Lemon Creek Area 650 MMBtu/hour
• Mendenhall Valley 300 MMBtu/hour

3 .2 .3  L o c a l D is t r ib u t io n  S y s te m
Preliminary engineering has been completed. However, detailed engineering will be 
necessary based on customer requests for service in each specific area, to justify 
installation of the system. The trunk line layout is near completion.

3.3 Sitka
3 .3 .1  B a r g e  D o c k , L o a d in g ,  a n d  S to ra g e
Alaska Marine Lines has existing dock space available for use in this project. By using 
remote storage, there is no need for extensive modifications or infrastructure at the dock. 
However. Sawmill Cove, the former site of the Alaska Pulp Company, has property 
available that could be available for rail transport or as an alternative storage location. 
Depending on load requirements, AIGC may need as much as 390,000 gallons of storage 
in Sitka.

AIGC/Montana-Dakota Study
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3 .3 .2  P r o p a n e  V a p o r iz a t io n  (S e n d -O u t)  F a c i l i ty
The analysis indicates that one send-out facility is appropriate to serve Sitka. Sawmill 
Cove is about 4 miles from Sitka, too great a distance to locate a send-out facility there. 
Accordingly, A.IGC will pipeline propane from Sawmill Cove to the facility.
AIGC will size vaporizers to meet the initial projected load, and add modules as demand 
necessitates. The facilities would need to provide 195 MMBtu/hour.

3 .3 .3  L o c a l  D is t r i b u t io n  S y s te m
As described above, only preliminary engineering is complete for a propane-air pipeline 
distribution system. The estimating model for this analysis estimates quantities based on 
projected customer counts.

3.4 Ketchikan
3 .4 .1  B a r g e  D o c k , L o a d in g ,  a n d  S to ra g e
The local bottled propane service provider currently uses propane railcar tankers to 
deliver and store propane at Saxman Seaport for the Ketchikan-area. This proposal 
assumes that AIGC can use the existing facilities to meet the local load requirements.
AIGC would need approximately 390,000 gallons of storage in Ketchikan. Since tanker 
capacity is approximately 500,000 gallons, storage should be available for similar 
volumes. The shipper could drop 250,000 gallons here and the remaining 250,000 gallons 
at Sitka.
This location would require significantly more engineering and refining of cost estimates 
to be a viable expansion of AIGC’s system.

3 .4 .2  P r o p a n e  V a p o r iz a t io n  (S e n d -O u t)  F a c i l i t ie s
By using a centralized storage facility, it may be possible to use a single send out facility 
with complete redundancy to ensure reliability.

3 .4 .3  L o c a l  D is t r ib u t io n  S y s te m
As described above, preliminary engineering has not begun for a pipeline distribution 
system. The estimating model for this analysis estimates quantities based on projected 
customer counts.
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PERMITTING
Permitting issues did not change from the CH2M Hill Study. Accordingly, Montana- 
Dakota will not restate those points here.

Permitting -  I
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PROPANE SUPPLY

The propane supply is the most critical variable in the success of this project. As shown 
in the sensitivity files in Appendix B, propane prices over thirty cents per gallon have the 
potential to negate any potential earnings. Accordingly, for the success of this project, 
AIGC must ensure that they have a low cost reliable source of propane. That source can 
be either Canada via Prince Rupert or from alternative locations such as Valdez, Alaska. 
The commodity purchase prices along with transportation to Juneau are key to the 
project’s success. At the time of this report. Montana-Dakota has not been able to identify 
a reliable source of propane at costs less than forty-seven cents per gallon at Edmonton. 
AB. However, there are rumored reports of the refinery flaring large volumes of propane 
at Valdez. If AIGC can capture 500,000 gallons of propane per month from Valdez and 
supplement with propane from Canada, AIGC can achieve an average price of thirty 
cents gallon. Alternatively, the State of Alaska could provide propane to AIGC at a fixed 
price. Further, they could retain ownership until it enters the distribution system.

From the CH2M Hill report, the projected annual purchases of propane make AIGC a 
significant buyer of propane in the Alberta and British Columbia areas. However, the 
Canadian Propane Industry Statistical Review 2000 from the Propane Gas Association of 
Canada states the following with regard to propane production: "Over the past 16 years, 
gas plant production has been the dominant source for Canadian propane... Propane 
production from gas plans and refineries totaled 12.3 million cubic meters in 1999..." In 
addition, "Alberta produced 98% of gas plant propane production and 26% of refinery 
propane production, accounting for 87 of total propane production in 1999." (available at: 
http://www.propanegas.ca/nropane/annual.htm In addition, British Columbia accounted 
for 3.5 percent of Canadian propane production in 1998 and 1.0 percent in 1999. Based 
on these production quantities, AIGC's needs would be a small portion of the total 
propane production in Alberta and British Columbia. A purchase level of 30 to 35 million 
gallons represents approximately 1 percent of the production. Therefore, the market can 
easily meet AIGC's needs.
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TRANSPORTATION

Rather than develop an independent business unit to be responsible for transporting 
product, it is more prudent to contract these services with a long-term Agreement. 
Accordingly, Montana-Dakota relied on transportation cost information provided by 
Alaska Marine Lines (AML), Jim Jansen. A copy of AML’s spreadsheet is Appendix B.

This approach benefits AIGC by eliminating the need for rail cars and the need for large 
capital investments in dock facilities.

Transportation -  1
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O P E R A T IN G  C O S T

Earlier studies separated the annual costs to operate the systems into two categories: the 
costs to operate the dock through city-gate facilities, and the costs to operate the AIGC 
business (AIGC). Under the present scenario, AIGC will be responsible through its 
contract operator, Montana-Dakota for both operations. Accordingly, for estimating 
purposes, this study assumes five contract employees and three AIGC employees. This is 
adequate for an operation of this magnitude and may even exceed long-term 
requirements. The spreadsheets in Appendix B include a more detailed breakdown of 
operating expenses.

7.1 Dock to C ity  Gate Operations
This operation would be by pipeline based on the present scenario. Accordingly, 
operational expenses are limited primarily to utility expense.

7.2 A IG C  Operations
Again, under the new scenario, the operations group will be responsible for the send out 
facilities and the operations. Two to three employees in each community can handle these 
responsibilities. Construction crews will be available to handle most growth 
requirements.

7.3 Tota l Operating Costs
The Spreadsheet in Appendix B illustrates anticipated operating expenses.
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C A P IT A L  E X P E N D IT U R E S

8.1 C ap ita l Expend itures

For this study, M ontana-Dakota estimated construction costs based past experience to 
determine a unit cost for construction. By combining the unit cost with estimated footage 
per customer, they were able to develop an estimate of capital expenditures. This number 
reflects population densities derived from location inspections. A third party independent 
contractor provided confirmation of the estimate. Therefore, the estimates have a high 
degree of accuracy. It remains critical that expansion is controlled and planned based on 
customer connection Agreements. Once the trunk line is in place, distribution 
connections must be cost justified before implementation.

Dock modifications would be the responsibility of the transportation Company and are 
accordingly in their estimate. The information provided by Jim Jansen with Alaska 
Marine Lines describe those costs in greater detail.

Estim ating Capital Expenditures -  1
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R E V E N U E  R E Q U IR E M E N T S  

9.1 G enera l Revenue Requirements:
Earlier projections indicated there was a possibility of financing construction using debt 
financing and debt to equity structure o f 80/20. Montana-Dakota’s experience has been to 
limit utility operations to at fifty percent equity. Further, as a start-up utility, it is prudent 
to construct the first community usin^lOO percent equity financing. When the 
infrastructure is in place and AGIC begins generating revenue, debt financing will 
become more readily available and more prudent.

9.2 Sensitiv ity Analysis:
Montana Dakota’s financial models prepared by Montana-Dakota allow exploration on a 
variety of alternative pricing scenarios. Based on Montana-Dakota’s experience, the price 
of fuel oil will dictate the maximum acceptable sales price. The possibility for increasing 
market price once customers convert exists. However, prudent operations suggest that 
allowing consumers to recover from conversion costs before raising prices. Accordingly, 
for model purposes, rates increase in year seven. Montana Dakota’s historical rate case 
experiences show that obtaining authorization for an acceptable return on investment is 
not nearly as difficult as maintaining a price structure competitive to alternative energy 
sources.

The true variables with respect to price sensitivity are product and transportation 
expenses. It is crucial that a commodity/transportation price for delivered propane in 
Juneau be less than fifty cents per gallon. With marine transport being approximately 
eighteen cents per gallon, from Femdale and rail transportation to tidewater being 
approximately eleven cents per gallon, there is not adequate margin for propane costs. 
However, if AIGC can purchase 500,000 gallons per month from the State of Alaska in 
Valdez for a price below twenty cents per gallon, they can purchase an additional 
500,000 gallons per month from suppliers in Edmonton for forty cents per gallon and 
become financially viable.

Revenue Requirements -  1
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RESIDENTIAL CONVERSIONS
This section compares the estimated commodity prices paid by a residential consumer for 
utility gas service to the cost for a residential consumer who is using either electricity or fuel 
oil. To make a meaningful comparison, comparative costs of electricity and fuel oil were 
determined and the costs of the three fuels adjusted by the efficiency ratings for space heat 
and hot water heat.

The analysis does not include the customer costs to convert to utility gas, whether through 
burner replacements or furnace and hot water heater replacements. The custom er cost to 
convert is a significant cost, particu larly  fo r electric space heat custom ers.

Interviews with local heating contractors performing both commercial and residential work 
in Juneau indicated that over 80% of the heating market is fuel oil, 10% electric and 5-6% 
propane. This information was verified by Montana Dakota’s residential survey that showed 
84% fuel oil, 10% electric and approximately 6% propane.V

In the fuel oil market, 74% have hot water-non-condensing type boilers that use baseboard 
convection units, radiators, or hot water coils to heat (These units heat water as well, so they 
do not need a tank heater); 16% use forced air systems consisting of cabinet, heat exchanger, 
combustion system with necessary controls, vent system that carries combustion gases to 
outside of building, distribution motor, blower, piping and air filter; and 10% of the fuel oil 
systems use vented individual room heaters. The propane systems from Montana Dakota’s 
residential surveys were 100% forced-air systems however the area contractors indicated that 
there are some propane boilers. The electric systems use combinations of a few boilers, the 
majority radiant baseboard, some thermal storage systems and some forced air systems.

This information illustrates that it is difficult to determine efficiency gains and thus savings 
potential for customers because of the large mix of age and type of equipment that exists in 
the Juneau area. Discussions with local heating contractors that serviced the boiler segment 
on an annual basis showed that the stack efficiency tests on boilers in the Juneau area ran 
from a low of around 60% efficiency to a high of approximately 80% after servicing 
depending on the age and type of the equipment. Our stack tests during our survey found 
stack efficiencies that ran from a low of 70% to a high of 80% on boilers that appeared to be 
receiving regular maintenance.

Most modem gas fired boilers have an Annual Fuel Utilization Efficiency (AFUE) in the 82 
to 87% efficiency range for non-condensing type boilers to 92-98% efficiency ratings for the 
new condensing high efficiency boilers. Similarly, forced air furnace heating equipment 
built after 1990 are mandated to have a 78-83% AFUE with high efficiency units offering an 
AFUE of 88-97%. The following formula provides a means to estimate potential savings:

Y our cu rren t equipm ents efficiency rating  ^  C urren t _  Estim ated 
Y our new equipm ents efficiency rating  Fuel Bill New Fuel Bill

The following examples illustrate how the formula works.

AIGC/Montana-Dakota Study
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Exam ple 1:

Y our presen t boilers efficiency is ra ted  a t 60% and your annual fuel bill is $1,500 and 
you replace it w ith a new 84% efficiency non-condensing gas boiler.

 §5-------------  X $ 1,500.00 = $ 1,071.43
84

This provides an annual savings of $428.57 from fuel. Additionally, you would reduce your 
annual maintenance cost from approximately $104.00 to approximately $35.00 per year. 
Therefore, you would see an approximate annual savings of $500/year.

Exam ple 2:

The sam e exam ple above and you replace it w ith a condensing 91%  efficiency boiler.

 —-------------  X $1 ,500 .00  = $ 989.01
91

This provides an annual savings of $510.99 from fuel. Additionally, you would reduce your 
annual maintenance cost from approximately $104.00 to approximately $61.00 per year. 
Therefore, you would see an approximate annual savings of $550/year.

10.1 Com para tive  Fue l Costs
The electricity cost used for the comparison is the incremental cost of electricity from the 
applicable electric utility tariffs for residential customers. The fuel oil cost used is the 5-year 
average cost per gallon from data collected by University of Alaska Fairbanks (UAF), 
Cooperative Extension Service, Food Cost Survey, September 1998 through September 2003 
(http://www.uaf.edu/acc/fcs/fcs.html). These costs obtained from UAF are assumed to be for 
No. 1 fuel oil with No. 2 fuel oil being approximately twelve-percent less and a blend of No. 
1-2 fuel oil being approximately six-percent less than the number 1. This information would 
agree with the data gathered in Montana Dakota’s residential survey conducted in mid 
December of 2003.

The costs were then adjusted to reflect an assumed efficiency rating for space heat and hot 
water heating appliances. For utility gas service, the following efficiency ratings apply:

New Appliance Burner Conversion
Efficiency Rating Efficiency Rating

Space Heat 85 70
Hot Water Heat 61 70
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JUNEAU AIGC Commercial AIGC
Electricity Residential Fuel Oil Residential Fuel Oil Commercial 

Description______________________ #2 Blend # 1______Gas_________#2_________ Gas
Cost of Energy (Electricity in S/kWh $0.0922 $ 1.42 $ 1.51 $ 1.61 S 9.00 $ 1.20 $ 8.00
Fuel Oil in $/gallon-Gas in $/MMBtu)
Efficiency Ratings (%)

Space Heat (New Appliances)(1) 100% 70% 70% 70% 85% 70% 85%
Space Heat (Burner Conversion) N/A 70% 70% 70% 70% 70% 70%
Hot Water Heater (Boiler)(1) N/A 70% 70% 70% 85% 70% 70%
Hot Water Heater (Tank type) 92% 55% 55% 55% 61% 55% 61%
Adjusted Cost ($/MMBtu)
Space Heat (New Appliances) $27.01 $ 14.59 $ 16.00 $ 17.41 $ 10.59 $ 12.36 $ 9.41
Space Heat (Burner Conversion) N/A $14.59 $16.00 $17.41 $ 12.86 $ 12.36 $ 11.43
Hot Water (Boiler) N/A $14.59 $16.00 $17.41 $ 10.59 $ 12.36 $ 11.43
Hot Water (Tank Type) $29.36 $18.57 $20.36 $22.16 $ 14.75 $ 15.73 $ 13.11
Savings
Space Heat (New Appliances (1) 61% 27% 34% 39% 24%
Space Heat (Burner Conversion) N/A 12% 20% 26% 8%
Hot Water Heater (Boiler) N/A 27% 34% 39% 8%

Hot Water Heater (Tank type) 50% 21% 28% 33% 17%
(1) This is fo r new non-condensing type bo ile r

AIGC will compete against the alternate fuel adjusted cost per MMBtu. The above estimates 
for the customer cost of competing fuels do not include any competitive response by the 
electric utilities or fuel oil companies. They also do not include any propane pricing in that 
propane costs were so high in the Juneau area that this customer will easily be won over and 
easily converted to gas service. A 10 percent competitive reduction in alternate fuel prices 
would significantly affect the cost comparison.

10.2 Cost Com parison

1 0 .2 .1  F u e l  U se  E f f ic ie n c y  C o s t  C o m p a r is o n
AIGC indicated, and discussions during Montana Dakota’s residential survey confirms, that 
AIGC would need to provide utility gas service at least 10-20 percent below the cost of 
competing fuels in order to readily attract customers. The greater the cost savings, the easier 
it would be to attract customers. If AIGC does not enjoy at least a 15 percent advantage, it is 
questionable that assumed market penetration would be achieved. Based on efficiencies, a 
customer installing new appliances would enjoy about a 20 percent plus efficiency advantage 
over one that converts an existing fuel oil furnace or boiler. However, the cost of the new 
appliances is much greater than the cost of burner conversion. An important point in 
comparing AIGC utility gas distribution to competing fuels is an incremental cost reduction 
seen by the customer compared against the total cost of utility gas service from AIGC.
AIGC service includes both a monthly service charge and a commodity cost for gas. AIGC's 
weighted 5-year residential commodity price of $9.00/MMBtu added to a weighted 5-year 
monthly service charge of $0.77/ MMBtu to derive a combined utility gas price of 
$9.77/MMBtu.
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1 0 .2 .2  E n d  U s e r  C o s t  C o m p a r i s o n
This section compares the annual cost of energy sources for residential customers based on 
the methods used for space heating and hot water heating. Currently, energy suppliers in 
Juneau charge different prices for residential and industrial customers. The calculated price 
for utility gas in this analysis assumes that residential customers will have a different 
commodity price because commercial/industrial customers will receive a discounted utility 
gas price to compete wit. existing fuel sources. Residential customers’ base charge would 
be approximately half of the base charge for small commercial/industrial customers with a 
few top large industrial customers having a special base rate to help cover the higher cost of 
utility metering at these locations.
The following data appear reasonable for calculating the estimated annual residential energy 
cost:
• Utility gas prices o f $9.00/MMBtu plus a monthly service charge of $8.00 per month.
• Residential rates for electricity and fuel oil as presented in Table 10-1. For residential 

customers using fuel oil for water heat.
• Propane customers will easily be won over based on the high price of propane in all 

Southeast Alaska.
• Efficiency rates for new space heat appliances and new hot water heaters as presented 

in Table 10-1.
• Average annual energy consumption by a residential user in Juneau = 125 MMBtu.
• Assumed hot water heater energy use of approximately 23 MMBtu/year.

1 0 .3  C o n c lu s io n
Deviations from any assumptions, conditions, and projected sales volumes will increase or 
decrease the commodity price and affect both the revenue requirements and the feasibility for 
the proposed utility gas system. Increases in the commodity price that make the savings from 
utility gas service less than 15-20 percent will affect the assumed residential market 
penetration rates; reduced penetrations will result in a higher commodity price. The level of 
accuracy of the cost estimates and the results of the sensitivity analysis indicate that AIGC 
will have to aggressively manage the required infrastructure and associated costs in order to 
meet the competitive price targets over its first five years of operation. If there is a 
competitive response such as a lowering of alternate fuel pricing from fuel oil distributors 
and electricity providers, the challenge to AIGC will be that much greater.

Once established AIGC, occurring at year 5 in this analysis, the ability to offer a competitive 
price is much greater than it is during the startup phase. This is the challenge faced by all 
capital-intensive, startup undertakings. This analysis assumes that AIGC will be able to meet 
the build out projections shown in Table 2-2. If the served loads are less than those assumed, 
the 5-year commodity price would have to be higher. If there are other summer peaking 
loads available with minimal additional capital investment, the unit cost of the system will be 
less. Adding additional large winter peaking loads would not be nearly as beneficial to the 
commodity price as summer peaking loads. To the extent AIGC can increase sales without 
increasing capital costs; it can reduce the commodity price. Conversely, to the extent sales do 
not materialize as projected, the commodity price would need to be higher and less 
competitive.
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A P P E N D I X  A

A .l Project Features Specified in State of Alaska Certificate of 

Public Convenience and Necessity
On December 31, 1998, Alaska Intrastate Gas Company (AIGC) received a State of 
Alaska Certificate of Public Convenience and Necessity No. 572 (Certificate) to furnish a 
natural gas, propane-air, or manufactured gas public utility service in 17 communities in 
Southeast Alaska subject to certain conditions. Initially, AIGC proposes to provide 
service to Ketchikan, Sitka, and Juneau, known as the Phase 1 communities.
The Certificate conditions are:

a) On or before July 1, 2001, or prior to commencement of service, whichever 
should occur first, [AIGC] is required to file proof of its financial fitness and 
permanent financing for its proposed operations. In the absence of such proof, the 
provisions o f AS 42.05.271 shall prevail. [AS 42.05.271 states that "A certificate 
may not be issued unless the commission finds that applicant is fit, willing and 
able to provide the utility services applied fo r ... and that the services are required 
for the convenience and necessity of the public."]

b) AIGC should be required to notify the Commission when service is first initiated. 
AIGC's certificate should be subject to revocation if it is not providing service by 
July 1,2001.

c) Prior to commencement of service, AIGC should be required to file 
documentation demonstrating a financial plan for maintaining service for a two 
(2) year period of time after commencement of service if projected market 
penetration rates are not realized.

d) AIGC will be subject to economic regulation by the Commission, and as such, it 
placed on notice that it is required to obtain Commission approval for all gas 
supply, (liquefied natural gas [LNG]) supply, and LNG barge transportation 
contracts prior to commencement of service. AIGC also required, as a condition 
of certification, to file a copy of its community LNG dock/storage facilities 
lease/purchase contract for Commission approval.

e) If AIGC chooses to commence construction before securing proof of financing, it 
does so at its own risk and that there can be no reliance placed on any investment 
as an argument for retaining its Certificate in the absence of complying with the 
conditions attached to approval of its application.

f) AIGC should be required to file semiannual reports regarding progress in all 
significant aspects of the utility's activities related to the provision of service. The 
significant aspects include status of financing, contract negotiations, contract 
execution, permit acquisition, engineering studies, construction studies, 
construction progress, updates to AIGC's marketing analysis and project 
economics.

g) AIGC should maintain an absolute minimum of 30 days of storage reserve in each 
community at all times based on projected daily demand.
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h) Prior to commencement of service, AIGC should be required to file with the 
Commission for its approval a copy of an insurance policy for reimbursement to 
its LNG supplier of expense associated with shipping LNG under emergency 
conditions. The purpose of this policy is to hold customers harmless to the 
additional cost of alternative LNG supply sources during emergency periods.

i) Once service begins, AIGC should be required to file reports with detailed 
information regarding any unplanned intemiptions, which occur in its LNG 
suppiy. AIGC should file the reports within ten days after commencement of the 
interruption.

j) AIGC should file annual reports with the Commission by the first day of April 
each year. Each report should contain historical information regarding peak daily 
demand and the minimum total days of storage reserve capacity available to meet 
that demand for each day and for each community during the immediately 
preceding months of November through March.

k) AIGC's proposed rates should be approved by the Commission as inception rates. 
However, AIGC should be required to make a filing in compliance with 3 AAC 
48.275(a) and 3 AAC 48.275(h) six months after its third year of operation using 
third year operating data for the test year. AIGC has indicated that the 
requirements of conditions (d) submittal of fuel contract, fuel supply 
reimbursement insurance, and (i) fuel supply interruptions reports will be applied 
to propane service. Condition (g), the requirement for 30 days of LNG storage, is 
expected to be revised to reflect the use of propane and the different 
transportation system that will be used. AIGC expects to be able to reduce the 
storage requirement to an amount based on a plausible delivery interruption 
scenario. This issue is discussed in more detail later in the report. On June 29, 
2001, the RCA extended the deadline for AIGC to file proof of its financial 
fitness to July 1, 2002. The RCA also extended the deadline for AIGC to initiate 
service to July 1, 2003. AIGC expects to be able to adjust this date as long as it is 
making reasonable progress toward establishing service in the communities. In 
April 2001, the 22nd Alaska State House of Representatives unanimously passed 
a bill (KB236) that would allow the Alaska Industrial Development and Export 
Authority (AIDEA) to consider selling $76 million in bonds to finance Phase 1 
(Ketchikan, Sitka, Juneau) of the AIGC project. The Alaska State Senate has 
asked for a feasibility study of Phase 1 [this study] prior to taking action on 
FDB236.
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A P P E N D I X  A  -  R E G U L A T O R Y  F R A M E W O R K

A . 2  P r o j e c t  F e a t u r e s  A s s o c i a t e d  w i t h  A I G C  A u t h o r i t i e s  a n d  

O b l i g a t i o n s  a s  a n  A l a s k a n  P u b l i c  U t i l i t y

Because of having the Certificate, once AIGC starts construction, Alaska public utility 
statutes will apply to its operation. This listing is not intended to be a complete legal 
review of AIGC’s authorities and obligations. It is intended to provide an overview from 
the standpoint of its ability to construct and operate its systems in the various 
communities for which it holds the Certificate. Statutes that might apply to the 
construction of the project include:
The Certificate determines the AIGC RCA-approved service area(s) and prevents future 
duplication of sendee (AS 42.05.221). As a substitute for competition, rate regulation by 
the RCA is provided. As a public utility, AIGC has the right to a permit to use public 
streets, alleys, and other public ways of a municipality upon payment of a reasonable 
permit fee and on reasonable terms and conditions and with reasonable exceptions the 
municipality requires (AS 42.05.251). The fee may not exceed the actual cost to the 
municipality of the utility's use of the public way and of administering the permit 
program. A regulated public utility in Alaska shall pay to the commission an annual 
regulatory cost charge in an amount not to exceed the maximum percentage of adjusted 
gross revenue that applies to the utility sector of which the utility is part. A public utility 
having sewers, conduits, utilidors, poles, pole lines, pipes, pipelines, mains, or other 
distribution or transmission facilities shall, for a reasonable compensation, permit another 
public utility to use then when the public convenience and necessity require this use and 
the use will not result in substantial injury to the owner, or in substantial detriment to the 
service to the customers of the owners (AS 42.05.311).
In case of failure to agree upon the joint use or interconnection of facilities or the 
conditions or compensation for joint use or interconnections, the public utility, including 
any municipality, or an interested person may apply to the commission for an order 
requiring the interconnection (AS 42.05.321). A public utility may exercise the power of 
eminent domain for public utility putpose. This does not include the use of a declaration 
of taking. (AS 42.05.631) The commission's jurisdiction and authority extend to public 
utilities operating within a municipality, whether home rule of otherwise. In the event of 
a conflict between a certificate, order, decision, or regulation of the commission and 
charter, permit, franchise, ordinance, rule or regulation of such a local governmental 
entity, the certificate, order, decision, or regulation of the commission shall prevail. (AS 
42.05.641) From an engineering perspective, the above Alaska Statutes grant AIGC the 
authority to install its distribution system in a municipality, subject to reasonable 
limitations by the municipality. The municipalities may also charge AIGC for the 
reasonable costs incurred by the municipality to accommodate the systems.
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A p p e n d i x  B  -  S u p p l e m e n t a l  D a t a  f r o m  E c o n o m i c  A s s e s s m e n t  

M o d e l

This appendix contains the following Supplemental Materials used in the economic 
assessment model:
Appendix B-l 
Appendix B-2 
Appendix B-3 
Appendix B-4 
Appendix B-5

AIGC Conservative Financial Model 
AIGC Aggressive Financial Model 
InfraSource Construction Cost Letter 
Marine Transportation Information 
Customer Survey Summary Sheet
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FISCAL NOTE

R e v is io n  D a te /T im e  (N o te  if c o r re c tio n ) :________________________ D ept. Affected;____________ A dm inistration
Title An act reforming Workers’______________________RDU Risk Management________
______________Compensation Board functions_________________ Component Risk Management________
Sponsor Rules__________________________________________________________________________
Requester By request of the Governor____________________ Component No. 71

E x p e n d i t u r e s / R e v e n u e s ________________________________________( T h o u s a n d s  o f  D o lla rs )________________

STATE OF ALASKA Fisca l Note Num ber: __________
2004 LEG ISLAT IVE SESSION Bill Version: H B 4 5 0

( )  Publish Date: __________

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING • * • • • •

I CAPITAL EXPENDITURES'

CHANGE IN REVENUES ( )

FUND SOURCE____________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--D o not abbrev ia te)

TOTAL • • • • • *

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS ______
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate papa if necessary)
S ig n if ic a n t re fo rm  to  th e  a d ju d ic a tio n  p r o c e s s  fo r w o r k e r s ' c o m p e n s a t io n  c la im s  is  p r o p o s e d  in th is  
c o m p r e h e n s iv e  le g is la tio n .
In tim e , t h e s e  s t r e a m lin in g  m e a s u r e s  a r e  p ro je c te d  to  s a v e  a l lo c a te d  lo s s  a d ju s tm e n t  e x p e n s e s  p r e s e n t ly  
in c u r re d  in r e s o lv in g  d is p u te s  in c la im  a n d  b e n e f i t  o b lig a tio n s .
A s  a n  a u th o r iz e d  s e lf - in s u re d  e m p lo y e r ,  th e  s t a t e  will e x p e r ie n c e  t h e s e  s a v in g s  in its  s e l f - in s u r a n c e  
p ro g ra m  a d m in is te r e d  b y  R isk  M a n a g e m e n t .
In fu tu re  y e a r s ,  R isk  M a n a g e m e n t 's  w o r k e r s ' c o m p e n s a t io n  p re m iu m  a s s e s s m e n t s  to  s t a t e  a g e n c ie s  will 
r e f le c t  th e  r e d u c t io n s  a c tu a lly  r e a l iz e d  a s  p re m iu m  c h a r g e s  a r e  d e v e lo p e d  fro m  a c tu a l  c la im s  e x p e n s e  
in c u rre d .

Prepared by: 
Division

Approved by: 
Agency

J. Brad Thompson. Director
Director

Mike Miller, Commissioner
Departm ent of Administration

(Revised 9/2003 OMB)

Phone 465-5723
Date/Time 2/11/04 7:13 AM

Date 2/11/2004

P a g e  1 o f_ 1 __



FISCAL NOTE
STATE OF ALASKA
2004 LEG ISLAT IVE SESSION

R e v is io n  D a te /T im e  (N o te  if c o r re c tio n ) :  
Title W orkers' C o m p en sa tio n

F isca l Note Num ber:
Bill Version:
() Publish Date:

Dept. Affected: 
'BRU

H B450-ACS-AC-2-9-04

Alaska Court System
Component Appellate Courts

Sponsor
Requester

House Rules
Governor

Expenditures/Revenues

Component No. 

( T h o u s a n d s  o f  D o lia rs )
Note: Amounts do not include inflation unless otherwise noted below.
O P E R A T IN G  E X P E N D IT U R E S FY  2 0 0 5 FY  2 0 0 6 FY  2 0 0 7 FY  2 0 0 8 FY  2 0 0 9 F Y  2 0 1 0
Personal Services 186.1 186.1 186.1 186.1 186.1 166.1
Travel
Contractual 2.4 2.4 2.4 2.4 2.4 2.4
Supplies
Equipment 10.3
Land & Structures
Grants & Claims
Miscellaneous

T O T A L  O P E R A T IN G 1 9 8 .8 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5

IC A P IT A L  E X P E N D IT U R E S  ( |

C H A N G E  IN R E V E N U E S  ( ) I

F U N D  S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 198.8 188.5 188.5 188.5 188.5 188.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

T O T A L 1 9 8 .8 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5 1 8 8 .5

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 4 )  c o s t : 0.0
M a rk  t h i s  b o x  (X) if f u n d i n g  f o r  t h i s  b il l  i s  i n c l u d e d  in  t h e  G o v e r n o r 's  FY  2 0 0 5  b u d g e t  p r o p o s a l :  I

P O S IT IO N S
Full-time 3
Part-time
Temporary r

A N A L Y S IS : (Attach a separate page if necessary)
S e e  a t ta c h e d  a n a ly s is .

Prepared by: 
Division

Approved by: 
Agency

Doug Wooliver Administrative Attorney Phone 463-4750
Alaska Court System Date/Time 2/9/04 11:58 AM

Stephanie Cole Administrative Director by Doug Wooliver 
Alaska Court System________________________________

Date 2/9/2004

(Revised 3/2003 OMB) P a g e  1 o f  2 _



HB450-ACS-AC-2-6-04
Alaska Court System Fiscal Analysis

House Bill 450 makes several changes to the way the Department of Labor and 
Workforce Development (the agency) and the Alaska Court System resolve workers' 
compensation disputes and appeals. Most important for purposes of the court's fiscal 
note is that appeals from the newly-created Workers' Compensation Appeals 
Commission (commission) will bypass the superior court and go directly to the supreme 
court.

The court system does not believe that the creation of the new commission will result in 
a decrease in the number of workers’ compensation cases that are appealed to the court 
system each year. However, bypassing the superior court will lead to a significant 
increase in the number of these appeals that go to the supreme court. This is because 
the superior court resolves about 75% of the workers’ compensation cases appealed to 
the court system. Of the yearly average of 36 appeals filed with the superior court, only 9 
(25%) are further appealed to the supreme court. Because the bill bypasses the superior 
court the supreme court anticipates that it will see all 36 cases.

Although the removal of these cases from the superior court will ease the workload of 
that court, the reduction is only slightly more than an average of one case a year per 
judge.1 Although this will allow judges some additional time to focus on other cases, it is 
not a significant enough reduction to produce a cost savings. However, an additional 27 
cases a year for the supreme court would represent a greater than 10% increase in its 
civil caseload.

In order to mitigate the impact of these additional cases the court will hire a central staff 
attorney with expertise in workers’ compensation law to research the record and the 
legal issues associated with each of the workers’ compensation cases. This assistance 
should reduce the time required to resolve these cases and lessen the impact they will 
have on other matters before the court.

Additionally, this note reflects the costs of an administrative assistant to assist the 
attorney and an additional clerical position to handle the increased paper work and to 
interact with the agency in the preparation of the records on appeal.

This note conservatively assumes that the number of cases appealed to the court 
system will not grow above the current average of 36 cases a year. Should that average 
increase the court system may be back before the legislature with a request for 
additional funding.

1 By way of comparison, the statewide average of cases per superior court judge is 500 
to 600 cases a year.



FISCAL NOTE

R e v is io n  D a te /T im e  (N o te  if c o r re c tio n ) :________________________D ept. A ffected;______________ Adm inistration_______
Title An act refoming Workers'______________________ RDU Risk Management________________
______________Compensation Board functions_________________ Component Risk Management________________
S p o n so r  R u les______________________________________________ ___________________________________________________
Requester By request of the Governor____________________ Component No. 71

E x p e n d i t u r e s / R e v e n u e s ________________________________________( T h o u s a n d s  o f  D o lla rs )_________________________

STATE OF ALASKA Fiscal Note Number: __________________
2004 LEG ISLAT IVE SESSION Bill Version: H f i MST)

() Publish Date: __________________

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING • * • * * *

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) ! I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL • • • * • *

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill Is Included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate papa if necessary)
S ig n if ic a n t re fo rm  to  th e  a d ju d ic a tio n  p r o c e s s  fo r w o r k e r s ' c o m p e n s a t io n  c la im s  is  p r o p o s e d  in th is  
c o m p r e h e n s iv e  le g is la tio n .
In tim e , t h e s e  s tr e a m lin in g  m e a s u r e s  a r e  p r o je c te d  to  s a v e  a l lo c a te d  lo s s  a d ju s tm e n t  e x p e n s e s  p r e s e n t ly  
in c u rre d  in r e s o lv in g  d is p u te s  in c la im  a n d  b e n e f i t  o b lig a tio n s .
A s  a n  a u th o r iz e d  se lf - in s u re d  e m p lo y e r ,  th e  s t a t e  will e x p e r ie n c e  th e s e  s a v in g s  in its  s e l f - in s u r a n c e  
p r o g ra m  a d m in is te r e d  b y  R isk  M a n a g e m e n t .
In fu tu re  y e a r s ,  R isk  M a n a g e m e n t ’s  w o r k e r s ' c o m p e n s a t io n  p re m iu m  a s s e s s m e n t s  to  s t a t e  a g e n c i e s  will 
re f le c t  th e  r e d u c t io n s  a c tu a lly  r e a l iz e d  a s  p re m iu m  c h a r g e s  a r e  d e v e lo p e d  fro m  a c tu a l  c la im s  e x p e n s e  
in c u rre d .

Prepared by: 
Division

Approved by: 
Agency

J. Brad Thompson, Director
Director

Mike Miller. Commissioner
Departm ent of Administration

(Ruvlsed n/2003 OMB)

Phone 465-5723
Dale/Time 2/9/04 9:15 AM

Date 2/9/2004

P a g e  1 o f_ 1 ___
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Subject: HB450
Date: Mon, 16 Feb 2004 08:05:15 -0900 

From : Kevin Smith <kevins@amljia.org>
To: Tom Anderson <representative_tom_anderson@Iegis.state.ak.us>, 

josh_applebee@legis.state.ak.us

Rep. Anderson and Josh:

Attached is a letter of support for the packet on HB450, to be heard this afternoon in Labor & Commerce. I'd 
appreciate it if you could see that the committee yets a copy. I'll share it w/ the Administration.

Also, thanks again for the CSHB403. I anticipate it will move today?

Kevin Smith 
Executive Director 
AML/JIA 
907-586-3222

Name: hb450.doc
Type: WINWORD File (application/msword) 

Encoding: base64 
Download Status: Not downloaded with message
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T A A W o r k e r s ’ C o m p e n s a t i o n  C o m m i t t e e  o f  A l a s k a
V  V  V-,._ ^V . . / ~ \  P.O. Box 200631 • Anchorage. Alaska « 99.520

F eb ru a ry  6, 2 0 0 4

Mr. Jim Sampson 
President 
Alaska AFL-CIO 
2501 Commercial Drive 
Anchorage, AK 99501

Dear Mr. 5ampson,

The WCCA received a copy of your letter to Dick Cattanach, ACC, and agree that now would be an 
appropriate time to reconvene the ad hoc process. Proposals before the legislature w ill affect labor and 
management, both groups obviously have a stake In the health of Alaska's workers' compensation system and 
the way in which the 'aws and regulations are applied.

Members representing the WCCA during tine ad hoc process w ill be Dick Cattanach, April Reilly, Laura 
Jackson, John Garrett and me.

I look forward to you or a member of the labor ad hoc committee contacting me regarding a convenient time 
to meet and discuss the bills currently before the legislature as well as ether issues labor or management may 
have. I can be reached at 562-1633 or at jpeterson@pdstech.com

Sincerely.

Judith A. Peterson 
President; WCCA

Cc Senator Gene Terriault, Senate President 
Dick Cattanach, AGC

mailto:jpeterson@pdstech.com


A L A S K A  A F X .  -  C I O
2501 Commercial Drive Anchorage, Alaska 99501 • 907-25S-6204 • Fax 274-05/0

J I M  S A M P S O N

Executive P residen t
B R U C E  L U D W I G

S ec re ta ry  /  TVeasrorer

January 7,2004

Mr. Richard Cattanach 
Executive Director 
Associated General Contractors 
8005 Schoon Street 
Anchorage, AK 99518

Dear Dick,

Last fall, Senate President Gene Therriault spoke with me about the insolvency o f Fremont 
Indemnity Company and its impact on the Alaska Insurance Guaranty Fund and the workers 
compensation system in general. After my conversation with the Senate President, I  invited Ms. 
Linda Hall, Director o f  the  Alaska Division oflnsurance to meet with representatives o f  labor on 
December 2,2003 in Anchorage, Alaska to discuss the Fremont matter.

Because o f these recent developm ents and the interest being expressed by some legislators and 
the administration in the subject o f  workers compensation, 1 have asked the labor members o f the 
worker compensation labor/management ad-hoc committee to be prepared to m eet with 
representatives of the em ployer side o f the committee at a  time mutually agreeable to the patties. 
As you know, over the last twenty years, labor and management have m et together to find 
common ground on legislative changes to the workers compensation system and I am hopeful we 
can do so again this year.

As you know, Senate President Therriault has an institutional history regarding workers 
compensation legislation and has indicated to me that he expects any such legislation introduced 
this year to  go through the ad-hoc committee process for agreement, before it is acted on by the 
legislature.

The following will represent labor on the ad-hoc committee: Kevin Dougherty, Jim  Robison. 
Dave Ford and John Giuchici.

I look forward to working w ith you on the matter o f  workers compensation, as well as other 
issues of concern that you may have during the upcoming legislative session.

Jim Sampson 
President

cc: Senator Gene Therriault, Senate President
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LABOR-MANAGEMENT 
AD HOC COMMITTEE 
O N  W O R K E R S ’  C O M P E N S A T I O N

M a r c h  S, 2 0 0 4

Hie Honorable Pete Kott 
Speaker oftha House 
Alaska House of Representatives 
State Capitol
Juneau, AK 99BQ1 :i
The Honorable Gene nierriauft J
President of the Senate < j
Alaska Senate
J u n e a u , A K  9 9 8 0 1  j

Gentfemenr |
The Ad Hoc Committee, which consists of representatives from industry and Jabor, historically has met 
periodically to address issues that affect substantive changes (issues that affect benefits) In the Workers' 
Compensation Act In Januaty management and labor decided the time had come to address such issues 
again. In the mean time, the administration proposed SB311 and HB450, which deaf with piacedunu Ilf ues 
(issues regarding the make up and management of the Board). Although the Ad Hoc Commiitee had never 
dealt with such Issues previously, labor recommended the Ad Hoc Committee consider the WH.
Vt-The Committee reached agreement on sections of the bill that refer to tha Guaranty Fund, capping oue-ofotate 
workers' compensation at what the employee would have earned irvstate, placing some admin Istratrve
responsibilities formerly vested In tha Board with a Workers' Compensation Division Director, uninsured____

-penalties-andTepladnglbe'SapfcflitfrCa'flrtrwith an.appeals commission. ■ . ■ ■ • ■ T-

The Committee has scheduled no further meetings on the issue. We do, however, anticipate meeting in the 
future on substantive Issues of concern to both management and labor.

Sincerely,

Judith-Ar-Peterson 
President, WCCA * '
Northwest Technical Services





House Bill No. 450 // Senate Bill 311 
Workers’ Compensation System Improvement

A m en d m en ts do not ch an g e  type, am o u n t or com pu tation o f benefits 
paid to A la s k a n s ; outside re sid e n ts c a p p e d  at A la sk a  rate.

a. No change to compensation rates or benefits, including rehabilitation and
medical benefits.

b. Compensation rates for total disability capped at the rate recipient would
receive if residing in Alaska.

c. No reduction or cap in attorney fees.

A ctive, acco u n tab le and effective D ivision  D irector given new  
en forcem ent tools to en fo rce requ irem en t to obtain in su ra n ce .

a. Takes power and responsibilities formerly vested in the "Board" and 
places it with a Workers' Compensation Division Director:

Investigation powers, including subpoena, inspection of records, 
take testimony
Power to intervene in hearings directly, and 
Power to make decisions affecting enforcement.

b. The Director has discretion to bring matters before a hearing officer for 
decision and to appeal decisions to the Appeals Commission.

c. The Director may seek new penalty (up to $100/day/uninsured employee) 
against uninsured employers.

d. Stop work orders and penalty hearings may be heard on shortened notice 
when Director shows employment conditions are hazardous.

e. Director may seek default judgment in faster, streamlined process to stop 
defaulting employers leaving the state -  and their liabilities behind.

R eorganization stream lin es ad ju d icative and app eal p ro c e s s .
a. A single hearing officer replaces 3-member Board panel (hearing officer, 

Employer Representative, and Employee Representative) that now hears 
cases and reviews settlements. As Hearing Officer is available at all 
times, logistical delay and expense is reduced.

b. Three (3) member Appeals Commission replaces Superior Court appeals. 
Appeals Commission has 90 days to decide appeal; half the time for 
Superior Court (180 days). Transfer of record costs and delay decreased 
as hearings and appeals in same office.

c. Appeals Commission of experienced attorneys will have expertise and 
capacity to quickly review and decide appeal.

d. Reconsideration, Modification, Appeal process clarified.
e. Provides mechanism for summary disposition of whole or part of claim or 

issue prior to a hearing on the merits.

1



House Bill No. 450 // Senate Bill 311 
Workers’ Compensation System Improvement

C o n siste n cy , and predictability in c re a se d  in p ro c e s s .
a. Hearing officers subject to appeal to single Commission addresses 

inconsistent decisions rendered by seven (7) different Board panels with 
appeals to multiplicity of Superior Court judges.

b. All appeals will be decided by a single three (3) member Appeals 
Commission with expertise in workers’ compensation law. Appeals 
decided by a single entity will insure predictability and consistency in the 
interpretation and application of the law. Review made directly to 
Supreme Court.

c. Commission members have staggered terms that will allow different 
administrations to appoint new members without losing institutional 
knowledge of earlier members. Commission provides opportunity for to 
build consensus from divergent viewpoints and a coherent body of law.

d. A single hearing officer may be designated to decide all discovery issues; 
current practice is to allow various non-attorney prehearing officers to 
decide discovery matters with appeal to the Board for enforcement.

e. Explicit direction and standards put in place to avoid perception of bias 
and protect impartiality of hearing officers.

f. Amendments bring Alaska’s adjudicative and appeal mechanisms in 
conformity with such model states as Minnesota and Oregon; Workers’ 
Compensation and Rehabilitation Law (Revised) Model Act by The 
Council of State Governments (found in Prof. Larson’s Treatise).

In su ran ce  co d e  am endm ents stren gth en  In su ra n ce  G u aran ty Fu n d , 
a s s ig n e d  risk pool for protection o f e m p lo y e rs and in su re rs.

a. Workers' compensation insurers required to special cash or securities 
deposit to provide protection beyond the Insurance Guaranty Fund.

b. Employers with greater than 25 million in net worth excluded from Fund 
liability to protect Fund assets.

c. Insurance Guaranty Fund Board reconstituted to include representatives 
of management, labor, insurance licensees.

In com pan ion bills HB 403 // S B  276
a. Assessment on insurance premiums increased, and self-insured 

employers assessed a percentage of claims paid to rebuild the Fund.
b. Assigned Risk Pool made self-funding by lifting the surcharge cap.
c. Assessment base broadened across other insurance lines.



HB 4 5 0 -  SB 311 
Section by Section A nalysis

This legislation substantially re form s the w ork ers’ com pensation  system. 
First, this legislation m akes changes to the agency  that protects workers com pensa tion  
recipients from nonpaym ent b y  insolvent insurers, and  protects em ployers w ho  purchased  
insurance from liability in the event o f  insurer nonpaym ent. Second, it rep laces the 
present system  o f  adm inistering the w orkers’ com pensation  act, AS 23.30, with a new  
system that divides adjudication o f  claims and pe titions  arising under the ac t  from  the 
executive functions o f  administration, investigation, and enforcem ent. T he  A laska 
W orkers’ Com pensation Board, (board) com posed  o f  7 panels o f  volunteer m em bers  and  
the C om m issioner o f  L abor and W orkforce D evelopm en t,  is rem oved and its ad judication 
functions are transferred to a W orkers C om pensation  Appeals C om m ission ,
(comm ission), w hich is separa ted  from the D iv is ion  o f  W orkers C om pensation  (d ivision) 
and its director. Third, this legislation changes the process o f  adjudication to encourage 
consistency in legal interpretation. Cases are heard  first by hearing officers. The 
com m ission, com posed o f  three attorneys w ith  experience  in w o rk e rs ’ com pensation , acts 
as an appellate body  with b road  powers o f  review. The com m iss ion’s decisions will be 
published and are binding on the hearing officers. T h e  com m iss ion’s decisions m ay  be 
appealed directly to the S uprem e Court, w ithout rev iew  by the Superior Court. Fourth, 
the director is given stronger enforcem ent tools and direct po w er to administer, 
investigate, and enforce obligations. These include new  civil penalties against un insured  
employers, subpoena powers, the pow er to exam ine  em ployer books, the po w er to 
intervene in disputed cases and the pow er to file an  appeal.

In addition to fundamental structural changes, this legislation contains o ther 
systemic improvements. Provisions are made for su m m ary  disposition o f  cases, such as 
where there is no jurisd iction of  where there are no disputes o f  material fact.
Com pensation paid to non-residents is capped at the  rate that w ould be paid i f  the 
recipient resided in Alaska. Provisions are inc luded  that would allow stop w ork  orders to 
be issued and civil penalties to be assessed against uninsured em ployers on short notice 
where the em ploym ent contains hazards that could  reasonably  be expected to 
im mediately cause an em ployee death or serious physica l harm.

because  the w o rk e rs ’ com pensation ac t is quite lengthy, and the board is 
responsible for or involved in almost all aspects o f  the current w orkers’ com pensation  
system, this legislation contains a large num ber o f  w ha t are essentially confo rm ing  
am endm ents, replacing the board with the director, a hearing officer, or the com m ission , 
as the function requires.

To assist the reader, an attached append ix  groups the sections by general 
subject matter.



Section b y S ec tion A n a ly s is
H B  4 5 0 - S B  311

Section 1 is a declaration o f  legislative intent to reform  the w orkers’ com pensation  
insurance system  to ensure paym ent o f  benefits  when an insurer becom es 
insolvent, expand representation o f  w orkers compensation on the A laska 
Insurance G uaranty Association, and reduce the costs o f  w o rk e rs ’ 
com pensation p rem ium s to employers.

Section 2 am ends AS 08.18.101(1) to rem ove a reference to the board and transfers  the 
au thority  to issue certificates o f  self-insurance from the board to the d irector 
o f  the division o f  w o rk e rs ’ com pensation.

Section 3 creates a new sta tu to ry  provision, A S 2 1.09.090(e) which provides that insurers 
that transact w orkers ' com pensation insurance in this state must m ain ta in  in 
the state a special deposit o f  cash or securities for the protection o f  persons in 
A laska covered under workers' com pensation  insurance. The insurer m ust 
m aintain this special deposit as long as there  is any outstanding liability for 
workers ' com pensation. I f  an insurer is unable to pay workers ' com pensation  
because it is an insolvent insurer, the deposit will be im m ediate ly  available to 
the A laska Insurance Guaranty A ssocia tion  for continuation o f  c la im s benefits 
to eligible workers. This revision provides additional financial pro tec tion  for 
Alaskan workers in the event that w orkers ' compensation insurer becom es 
insolvent and unable to pay claims.

Section 4 am ends AS 21 .24.130(d) to make a technical change regarding the special 
deposit described in Section 3 above.

Section 5 repeals and reenacts A S  21.80.050 relating to the board o f  governors o f  the 
A laska Insurance G uaranty  Association. T h e  composition o f  the board  o f  
governors o f  the A laska Insurance G uaranty  Association is m odified  by  this 
provision to include representatives from m anagem ent, labor and a licensed 
insurance provider, agent, broker o r manager. This change will expand the 
expertise o f  the board o f  governors to better address workers ' com pensation  
issues. Section 107 below  provides for the  transition o f  the terms o f  the 
m em bers o f  the curren t board o f  governors.

Section 6 am ends AS 21.80.180(6) to exclude w orkers ' compensation claim s from the 
definition o f  "covered claim" if  the insured's net worth exceeds $25,000 ,000 
the year preceding the date the insurer becom es an insolvent insurer.

Section 7 am ends AS 23.30.05.067(a)(1)(B) to rem ove a reference to the board  and to 
replace the board by the director o f  the division o f  workers com pensation  as 
the recipient o f  reports. This am endm ent conform s to the am endm ent to AS 
2 3 .3 0 .155(m) at Section SI below.

Section 8 am ends AS 23.05.067(e) to include fees received  by the com m ission in those 
fees deposited in the w ork ers’ safety and com pensation account. It also adds 
new language to perm it the legislature to appropriate funds to the com m ission

?



and for adm inistration and adjudication o f  c la im s and  petition arising un der 
AS 23.30.

Section 9 codifies a s ta tem ent o f  legislative intent relating to the w ork ers ’ com pensation  
system. It declares the intent o f  the legislature to create a fair system  not 
favoring to the interests o f  workers or em ployers, bu t based on mutual 
com prom ise. T h is  declaration draws upon p rev io us  uncodified  statem ents o f  
legislative intent and  adds language regard ing the fair, careful and rational 
exam ination o f  evidence.

Section 10 repeals and reenac ts  AS 23.30.005. It creates, w ith in  the D epartm ent o f  
Labor and W ork fo rce  Developm ent, a Division o f  W ork ers’ C om pensation  
and a d irector o f  the Division, appointed by  the com m issioner. The d irecto r 
m ust have three years experience in the field o f  w o rk e rs ’ com pensation. T he 
section gives the d irector general powers and du ties regarding adm inistration, 
regulation, investigation and enforcem ent o f  the w o rk e rs ’ com pensation  law s 
and system. T he departm ent has the pow er to adop t regulations proposed  b y  
the director, instead o f  the board, regarding m edical care anc rehabilitation 
providers. This provision transfers certain adm in is tra tive  d u t i t '  previously 
assigned to the board to the director, including the  obligation to notify the 
state, o r  a political subdivision o f  the state, i f  it revokes a con tracto r’s self- 
insurance certificate.

Section 11 adds three new statu tory  provisions. The first, A S  23.30.007, establishes a 
new w o rk e rs ’ com pensation  appeals com m ission  within the D epartm ent o f  
Labor and W orkforce  Development, with ju r isd ic tio n  to hear all 
adm inistrative appea ls  arising under the w o rk e rs ’ com pensation  act. The 
com m ission consists  o f  three m embers, appoin ted  for staggered terms o f  four 
years, appointed by  the governor and confirm ed b y  a majority o f  the 
legislature. T he governor m ay make appo in tm ents to fill vacancies in the 
sam e m anner for the completion o f  the vacant term. A m ajority  o f  the 
m em bers  is a quorum . The governor appoints a com m ission  chair from the 
com m ission m em bers  for a three-year term. M em b ers  must be licensed to 
practice  law in A laska, have five years experience  o f  w orkers’ com pensation 
law, and  take the oath  o f  office. Reasons for rem oval by  the G overnor o f  a 
com m ission m em b er  are set out, as well as an opportun ity  to respond to the 
G overno r 's  charges. Reasons for removal include: m isconduct in office, 
ethical violations, conviction o f  a felony, conv ic tion  o f  a m isdem eanor 
regarding w o rk e rs ’ com pensation, inability to serve or handle the caseload, 
incom petence, etc. The salary o f  m embers (R ang e  29) and the chair (Range 
30) is stated. The com m ission is required to be housed separa tely  from the 
division to m ark the separation o f  the jud icial p rocess in the w orkers’ 
com pensation system  from the adm inistrative and  enforcem ent process.
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Section 11 also, in the new  sta tu to ry  provision A S 23.30.008, sets out the pow ers  and 
duties o f  the new  w o rk e rs ’ com pensation appeals com m ission and, in A S 
23.30.009, the pow ers  and duties o f  the chair o f  the  com m ission. The 
com m ission rep laces the superior court as the body  hearing adm inistra tive 
appeals in the w o rk e rs ’ com pensation system, and  its decisions will be  b inding  
and have the force o f  legal precedence. The co m m iss io n ’s decisions are  final 
and conclusive, excep t that the S uprem e Court m a y  review  the co m m iss io n ’s 
decisions. T he com m iss ion  operates like an appellate court, circulating 
confidential draft decisions am ong the m embers, a n d  indexing and public iz ing  
its formal decisions. The com m ission  has the p o w e r  to adopt regula tions and  
rules o f  procedure fo r  hearings and appeals, to adop t an official seal, and  
generally  to carry ou t the pow ers and duties expressly  granted or  necessarily  
implied by the Act. The com m ission  shall aw ard atto rney  fees to successfu l 
appellants, but, as cu rren tly  is the rule, attorney fees m ay not be aw arded  
against an em ployee unless the appeal was fr ivo lous , unreasonable o r  taken in 
bad faith. The chair o f  the com m ission  exercises general supervision o f  the 
office o f  the com m ission . The chair has the po w er to em ploy and  supervise  
s ta f f  and hearing officers, assign work, establish a tim e m anagem ent system , 
m anage the ca lendar o f  hearings and prepare the annual budget o f  the 
commission. The chair  m ust prepare and m ake public  an annual report o f  the 
com m iss ion’s perform ance.

Section 12 am ends AS 23.30.01 1(c), which relates to extraterritorial coverage o f  w orkers 
injured outside A laska w hile  w orking for A laska em ployers or v/hile under 
contract formed in Alaska. It rem oves references to the board and  reassigns 
powers and duties to  the division. Certificates o f  insurance issued by o ther 
states must be filed in the division instead o f  the board . The director rep laces 
the board as the appointed out o f  state em p lo yer’s agent for service o f  process. 
The director, instead o f  the board, shall serve no tice o f  claims. Ev idence o f  
self-insurance m ust satisfy the director, instead o f  the board; and, the d irector 
m ay require the out o f  state em ployer to file satisfactory  security to co v er  the 
am ount o f  a claim.

Section 13 am ends AS 23 .30 .012 relating to settlem ent o f  c la im s. It divides the curren t 
statute into tw o subsections. It rem oves references to the board and transfers 
from the board to the director the po w er to approve the form o f  settlem ents. It 
requires that se ttlem ents be filed in the division. A new provision requires 
that in cases w here  workers ai ’ r o t  represented b y  an attorney licensed to 
practice in this state, or where a beneficiary is a m inor, the settlem ent m ust be  
reviewed by a hearing officer and m ay be approved  when it is in the best 
interests o f  the w orker or beneficiary. The hearing officer m ay hold a hearing 
and require an impartial medical exam ination. T h is  is a change from current
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law, which requires all w orkers, regardless o f  representation or  c ircum stances, 
to obtain board perm ission and approval to settle their claims.

Section 14 am ends A S 23.30.015(b), w hich relates to assignm ents o f  rights to recover
dam ages against third parties. It rem oves references to the board and changes 
the place to file com pensation  orders from  the board to the com m ission , and 
conform s the statute language to m odem  use.

Section 15 am ends AS 23.30.015(e). It rem oves references to the board and transfers the 
pow er to determine the attorney fee offset in third party  settlem ents from  the 
board to a hearing officer. It m odernizes the statute language and assigns the 
director the duty to prepare a schedule o f  present values for determ ining  third- 
party  settlement offsets.

Section 16 am ends AS 23 .30 .015(j) to rem ove references to the board, to change the 
recipient o f  notice o f  a third party  action for damages from the board to the 
division, and to require additional notice to the com m ission i f  a hearing has 
been requested in the w o rk e rs ’ compensation case.

Section 17 am ends AS 23.30.025(a) to rem ove references to the board and to change the 
place where insurance com pany policy forms are filed from the board to the 
division.

Section 18 am ends AS 23.30.030(5) relating to effective dates o f  policy term ination by  
cancellation. It rem oves references to the board and reassigns the receip t o f  
notice o f  termination from the board to the division.

Section 19 amends AS 23.30.030(6) relating to the pow er to m ake orders or aw ards
against employers, insurers, or both. It rem oves references to the board and 
reassigns m aking the order o r aw ard from the board to a hearing officer.

Section 20 am ends AS 23.30.040(a) relating to administration o f  the second in jury fund, 
which is reassigned from the com m issioner to the director. Also, it rem oves 
references to the board and reassigns the power to order paym ents from the 
fund from the board to the director.

Section 21 amends AS 23.30.040(d) relating to refund o f  a paym ent m ade into the second 
injury fund. It rem oves references to the board and reassigns the po w er to 
direct a refund from the board to the director.

Section 22 am ends AS 23.30.041(a) to rem ove references to the board and reassign
em ploym ent o f  the reem ploym ent benefits administrator and authorization for 
his s ta f f  from the board to the director.

Section 23 am ends AS 23.30.041(b) to rem ove references to the board and reassign from 
the board to the departm ent the adoption o f  regulations im plem enting the 
reem ploym ent benefits section and setting standards for rehabilitation 
specialists. —



Section 24 am ends AS 23.30.041(d) to rem ove references to the board and reassign from 
the board to a hearing officer the pow er to review the decisions o f  the 
reem ploym ent benefits adm inistrator.

Section 25 am ends AS 23.30.041(h) to rem ove references to the board  and to include a 
physician appointed by  the director, instead o f  by the board, as a possible 
source o f  a prediction o f  m edical stability for a reem ploym ent plan.

Section 26 am ends AS 23.30.041 (j) to m odern ize  statute language, rem ove references to 
the board, and replace board w ith a hearing officer as the rev iew er o f  
reem ploym ent benefits adm in is tra to r decisions on rehabilitation plans.

Section 27 am ends AS 23.30 .041(o) to rem ove reference to the board and replace the 
board with a hearing  officer as the rev iew er o f  decisions m ade b y  the 
reem ploym ent benefits adm in istra tor on non-cooperation by  an em ployee.

Section 28 am ends AS 23.30 .041(p) to rem ov e  references to the board. It replaces the 
board with the director as the ho lder o f  a public m eeting to select a p roposed  
date on which a new  edition o f  the US D epartm ent o f  L a b o r’s D ictionary  o f  
Occupational Titles shall be  im plem ented . The departm ent replaces the. board 
as the agency selecting the date  proposed and the director replaces the board 
as the person giving notice o f  the selected date.

Section 29 am ends AS 2 3 .3 0 .0 4 l(q) to rem ove references to the board and replace the 
board with the division as the agency  receiving filed waivers o f  rehabilitation 
benefits and serving notices o f  the waivers. The am endm ent also  replaces the 
board with the director as the agency  proscribing or approving the form o f  
such waivers.

Section 30 am ends AS 23.30.045(d) relating to the requirem ent that aw ardees o f
contracts from the state or political subdivisions o f  the state have w ork ers’ 
compensation insurance. T he  am endm ent rem oves references to the board 
and changes the agency that furnishes p ro o f  o f  insurance from the board to the 
division, and the agency that grants certificates o f  self-insurance from the 
board to the director, conform ing to Section 12 above.

Section 31 am ends AS 23.30.045(e) relating to the obligations o f  contracting agencies o f  
the state or political subdivision o f  the state i f  a contractor has lost coverage.
The am endm ent rem oves references to the board and replaces the board with 
the director as the agency no tify ing the state or political subdivision o f  the 
revocation o f  self-insurance, confo rm ing  to Section 12 above.

Section 32 am ends AS 23 .30 .065 to rem ove references to the board and to replace the 
board with the division as the agency  with the pow er to require and inspect 
em ployer records o f  injury.

Section 33 am ends AS 23.30.070(a) to rem ove references to the board and to replace the 
board with the division as the agency  w here em ployer reports o f  injury to or
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death o f  an em ployee  are filed and  w hich m ay require certain inform ation in 
reports o f  injury or  death.

Section 34 am ends AS 23.30.070(b) to m odernize language, to rem ove references to the 
board, to replace the board with the division as the ag ency  w here 
supplemental reports o f  the em p lo y ee ’s condition are filed, and to replace the 
board with the director as the agency  with pow er to require  such  reports.

Section 35 am ends AS 23.30.070(d) to rem ove references to the board  and to provide 
that compliance w ith the reporting  requirements o f  the  section are m et by 
m ailing to the division instead o f  the board.

Section 36 am ends AS 23.30.070(f) to rem ove references to the board , to replace the
board  with a hearing officer, who after a hearing, m a y  require an em ployer to 
pay  the penalties for failure or refusal to report as p rov ided  b y  this section.

Section 37 am ends AS 23 .30 .075 to rem ove references to the board , to replace the board  
w ith  the division as the agency  w hich  m ust be p rov ided  sa tisfactory  p ro o f  o f  
financial ability to pay  com pensation  and as the source  o f  the copy  o f  the 
certificate o f  self-insurance. The director replaces th e  board  as the agency that 
m ay  exercise discretion to require acceptable security , indem nity  or bond from  
an em ployer to secure paym ent o f  com pensation liabilities.

Section 38 am ends AS 23.30.080(d) regard ing  proceedings to obtain  stop  w ork  orders 
against uninsured em ployers. T he  am endm ent p rov ides  that the director m ay 
petition a hearing officer for a stop work order, rep lac ing  the general grant o f  
authority o f  the board to issue a stop  w ork  order. A n e w  prov is ion  permits the 
hearing to be held on short notice i f  the director presen ts  ev idence that a 
hazard in the em ploym ent constitutes a danger that cou ld  reasonab ly  be 
expected to cause an em ployee o f  the uninsured em ployer death  o r  serious 
physical harm. Finally, the am endm ent rem oves references to the board and 
transfers the pow er to assess a civil penalty from the board to a hearing 
officer.

Section 39 creates two new  statutory provisions relating to penalties against uninsured 
employers. A S  23.30.080(e) authorizes the director to  petition a hearing 
officer to order a civil penalty  o f  SI 00 for each un insured em ployee  for each 
day the em ployee is em ployed w ithout coverage. T he penalty  is payab le  to 
the state. As in A S 23.30.080(d) relating to stop w ork  orders, failure to file 
evidence o f  insurance with the division would create a rebuttable presum ption 
o f  failure to insure. Also as in 23.30.080(d), the civil pena lty  hearing m ay be 
held on short notice i f  the director presents evidence that a hazard  in the 
em ploym ent constitutes a danger that could reasonably  be expected  to cause 
an em ployee o f  the uninsured em ployer death o r  serious physical harm. AS 
23.30.0S0(f) authorizes the director to declare an em ployer in default i f  the 
em ployer fails to pay  a civil penalty  under subsection 0S0(d)-(failing to
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com ply  with a stop w ork  order, $1000 pe r day) o r subsection 080(f) (failure to 
insure em ployee $100 per em ployee  per day) w ithin seven days o f  the date 
ordered. U pon filing a certified copy  o f  the penalty  order and a declaration o f  
default with the clerk o f  the superior court, the court shall en ter  ju d g m en t for 
default. The attorney general, as requested by the director, shall take 
appropriate action to collect ou the default ju dgm en t,  and  a w rit o f  execution 
m ay be  issued on the judgm ent. T h e  person against w hom  the ju d g m e n t  is 
issued m ay  seek  court rev iew  o f  the ju d g m en t as a llow ed b y  the Civil Rules.

Section 40 am ends A S 23.30.085(a) relating to filing ev idence o f  com pliance  with
w orkers’ com pensation insurance requirem ents. T he am end m en t rem oves 
references to the board, replaces the  board with the division as the agency  with 
w hich ev idence is filed and which m ay provide copies o f  the certificate o f  
self-insurance. The am endm ent also  replaces the board  with the d irecto r as 
the person w ho prescribes the form o f  ev idence o f  insurance.

Section 41 am ends AS 23.30.090 to rem ove reference  to the board and substitute the 
director for the board as the agency that issues certificates o f  self-insurance. 
This section adds a provision for a hearing conducted  by  hearing officer, 
before revocation o f  self-insurance certificates, and  for the director to am end, 
adopt or reject the hearing off icer’s proposed decision.

Section 42 am ends AS 23.30.090 to add a new  statutory provision, AS 23.30.090(b), that 
testim ony in a seif-insurance revocation hearing shall be recorded but not 
transcribed unless further review  is initiated.

Section 43 am ends AS 23.30.095(a) to conform  language to m odern usage. It also
rem oves references to the board and replaces the board w ith a hearing officer 
as the agency that reviews em ployee cla im s for m edical benefits beyond two 
years from the date o f  injury, and au thorizes continued care o r treatment.

Section 44 am ends AS 23.30.095(c) relating to reports and claims for m edical treatm ent 
by rem oving references to the board and reassigning its functions. This 
section replaces the board with the division as the agency that receives filed 
physician reports; replaces the board with the director as the agency  that 
approves the form for reports; and, replaces board w ith a hearing officer as the 
agency  that decides to excuse failure to g ive notice and m akes awards o f  
medical benefits. This section also transfers au thority  to m ake regulations 
from the board to the director, who proposes regulations, and the departm ent, 
which adopts the proposed regulations.

Section 45 am ends AS 23.30.095(d) to rem ove references to the board and transfer
authority  from the board to a hearing officer to order suspension o f  paym ent 
o f  com pensation during a period o f  unreasonable  refusal to obtain m edical 
treatment.
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Section 46 am ends AS 23.30.095(e) relating to independent m edical exam inations. It 
rem oves references to the board and transfers from  the board  to  a hearing 
officer the au thority  to m ake orders for m edical exam inations, su spend  or 
forfeit com pensation during a period o f  refusal to attend an exam ination, and 
order autopsies in cases o f  death. It also m odern izes  the language  o f  the 
statute and conform s it to current usage.

Section 47 am ends AS 23.30.095(f) relating to regulation o f  fees charged for medical 
treatment. T he  am endm ent rem oves references to the board. It transfers 
au thority  to regulate charges for m edical trea tm en t to the departm ent and  
adopt, b y  regulation, fee schedules. It transfers to the director au thority  to 
determ ine usual, custom ary and reasonable  fees in the co m m un ity  and propose 
fee schedules to the departm ent for adoption.

Section 48 am ends AS 23.30.095(h) to rem ove references to the board and replaces the 
board w ith the division as the place p leadings and physician reports are filed. 
T he am endm ent also modernizes language in the statute to cu rren t usage.

Section 49 am ends AS 2 3 .3 0 .0 9 5 0  to rem ove references to the board and  to  reassign 
from board to the director authority  to appo in t a medical services rev iew  
com m ittee or contract with organizations to assist and advise the director, 
instead o f  the board, in matters respecting  m edical care under the w o rk e rs ’ 
com pensation act.

Section 50 am ends AS 23.30.095(k) to rem ove references to the board and transfers
authority  to the director to require a second independent m edical exam ination 
from a list m ain tained  by the director. T he  report o f  the exam ination  is sent to 
the division instead o f  the board.

Section 51 am ends AS 23.30.100(a) to rem ove a reference to the board and  substitute the 
division as the recipient o f  notice o f  an in jury  o r  death. The am end m en t also 
m odernizes the statute language.

Section 52 am ends AS 23.30.100(c) to rem ove reference to the board and substitu te  the 
d iv is ion’s office as the recipient o f  filed notices o f  injury o r  death.

Section 53 am ends AS 23.30.100(d) to rem ove references to the board and to transfer 
authority  to a hearing officer to determ ine that an em ployer has not been 
prejudiced by failure to g ive notice or to excuse the failure to g ive notice. The 
am endm ent also m odernizes the language o f  the statute.

Section 54 am ends AS 23.30.105(a) to rem ove references to the board and transfers to a 
hearing officer the authority to de term ine i f  an em ployee w ho fails to file a 
c laim  within the tim e allowed by the sta tu te  has full right to cla im  
com pensation, time limitations notw ithstanding .

Section 55 am ends AS 23 .30 .107 to rem ove references to the board and to replace the 
board with the division as the agency w here  a petition for protective o rder
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m ust be filed and w here w orkers’ com pensation files are m aintained. T he 
am endm ent also replaces the board with the division and com m iss ion  as 
agencies that m ay  release records as provided by the statute and  rep laces the 
board with the com m ission or a hearing officer as authorized to discuss 
records in a decision and order.

Section 56 am ends AS 23.30.108(a) to remove a reference to the board and rep lace the 
board with the division as the agency w here a petition is filed. T he 
am endm ent also conforms language to correct usage. This section also am ends 
AS 23.30.108(b) to rem ove references to the board and substitute office o f  the 
com m ission for board  as the agency scheduling prehearing conferences, and 
replacing the b o a rd ’s designee with a hearing officer as the person conducting 
the prehearing conference. In addition, the division is required to no tify  the 
com m ission o f  petitions for protective orders. Finally , this section  am ends AS 
23.30.108(c) to authorize a hearing officer, instead o f  the b o a rd ’s designee, to 
direct parties to  release or produce docum ents and m ake ruiings on d iscovery  
matters. It creates a new provision for an expedited review o f  a hearing 
officer’s discovery rulings by  the com m ission and sets deadlines fo r response 
to a petition for review by the commission.

Section 57 am ends AS 23 .30 .110 to remove references to the board th roughout the
statute and to transfer certain powers and duties to hearing officers and the 
office o f  the comm ission. The am endm ent also adds petitions to the statute to 
regularize procedure for claims and petitions into a single process, and adds 
the phrase “opposing party” to include persons o ther than the em ployer who 
require service o f  a claim or petition. This section substitutes certified mail 
for registered mail. It provides that the office o f  the com m ission is the place 
to file an affidavit o f  readiness for hearing. A hearing officer, instead o f  the 
board or board designee, is authorized to conduct pre-hearing conferences, 
plan discovery and other preliminary matters, and  set a reasonable hearing 
date i f  a party opposes a hearing request. A hearing officer, instead o f  the 
board, shall schedule unopposed hearing requests within 60 days, and give 
notice to the parties. This section transfers authority  to prescribe 
controversion forms from the board to the director. This section also transfers 
authority to m ake decisions and grant continuances from the board  to the 
hearing officer. The word “parties” replaces “c la im ant and em plo yer” as 
persons who m ay present evidence at a hearing. In addition to the authority  to 
aw ard benefits, the am endm ent adds authority  to dismiss a claim, after an 
em ployee’s death. Finally, the language o f  the statute is conform ed to current 
usage.

Section 58 creates two new statutory provisions, AS 2 3 .3 0 .1 10(i) and (j), w hich authorize 
the dismissal o f  certain claims before a hearing on the merits and  the grant o f  
sum m ary  decisions in certain instances. D ism issal o f  claims, described in AS
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23 .30 .110(i), m ay  occur w hen the claim is fo r re l ie f  that cannot be granted  
under the w o rk e rs ’ com pensation act, there is a lack o f  ju risd ic tion  over the 
subject o f  the cla im  or the person  requesting dism issal, there is im proper 
service o f  the claim , the claim  has not been prosecuted  or a hearing  not 
requested w ithin tw o  years as required by  the statute, or, the cla im  is barred by  
a statute o f  limitation. I f  defects in ju risd ic tion , service or the requested  re lie f  
are cured within 60 days, the order o f  dism issal m ay  be vacated. G rant o f  
sum m ary  decision on petition, authorized in AS 2 3 .3 0 .1 10(j), is perm itted  at 
any time if  a hearing  officer determ ines that all reasonable  d iscovery  has been 
made on the issues presented in the petition, and the record show s there is no 
genuine issue o f  m aterial fact and the pe tit ioner is entitled to a  decision as a 
m atter o f  law. T he hearing officer m ay  file a com pensation  o rder  in favor o f  
the petitioner i f  the sum m ary  decision disposes o f  all issues in the claim 
regarding the petitioner. This provision establishes a m eans o f  obtain ing final 
rulings on matters o f  law w here the facts are not disputed , w ithout forcing 
parties to proceed together to a full hearing on the m erits.

Section 59 creates a new  statutory provision, AS 23.30 .112, relating to the qualification, 
employment, au thority  and duties o f  hearing officers. This am endm ent 
provides that c laim s and petitions will be heard  b y  hearing officers em ployed 
by the comm ission. The am endm ent prov ides  that hearing officers m ust be 
licensed to practice law in A laska and have three years o f  experience in 
w orkers’ com pensation or a sim ilar field o f  practice. This am end m en t places 
hearing officers in the partially  exem pt service, provides for their  salary at 
Range 24, and exem pts them  from AS 23.40. This  am endm ent sets standards 
for perform ance o f  their duties. A uthority  prev iously  granted to the board is 
transferred to hearing officers: to issue subpoenas and request enforcem ent o f  
their subpoenas by the superior court, require  reports o f  treatment, and  arrange 
hearings to preserve testim ony in other states. This am endm ent transfers to 
hearings by hearing officers certain provisions regard ing  standards for 
hearings previously  conducted  by  the board. A new  provision m akes specific 
which portions o f  the A laska A dm inistrative P rocedure A ct app ly  to hearings. 
New provisions set standards for impartiality, perform ance o f  duties and 
disqualification from a hearing. A no ther new  provision prohibits ex parte 
comm unications w ith  the hearing officer. Finally, this am endm ent transfers 
from the board to the hearing officer the requ irem ent that the hearing be 
recorded and be public.

Section 60 am ends AS 23 .30 .115 relating to witness fees and subpoenas to appear as a 
witness. This section rem oves references to proceedings before the board and 
substitutes hearings before a hearing officer o r  the com m ission . This section 
substitutes the w ord  “hearing” for “proceed ing” because w itnesses (as distinct 
from parties) are no t required b y  subpoena to appea r at other forms o f
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proceedings before the com m ission  or a hearing officer. A  new  provision  is 
added  to allow the com m iss ion  clerk to issue subpoenas for hearings, 
depositions, and production  o f  records, and to direct the superio r court to 
enforce the subpoenas at the request o f  the com m iss ion  as p rov ided  in AS 
44.62.590.

Section 61 am ends AS 23.30 .120(b) to rem ove a reference to the board and transfer to a 
hearing officer the au thority  to excuse failure to g ive notice. This am endm ent 
conform s to Section 53 above. There is no change to the substance o f  AS 
23.30.120, w hich contains the presum ption  that “a claim  com es w ithin the 
provisions” o f  the w o rk e rs ’ com pensation act.

Section 62 repeals and reenacts AS 23 .30 .122, relating to determ inations o f  the
credibility o f  w itnesses. T h e  fo rm er statute provided  that the board  had  the 
sole power to determ ine credib ility  o f  w itnesses and that the b o a rd ’s findings 
concerning the w eigh t o f  a w itnesses testimony, including m edical tes tim ony 
and (unsworn) reports were conclusive. The am endm ent transfers to the 
hearing officer only the sole po w er to determ ine the credibility o f  a w itness 
w ho  appears before the hearing officer in hearing. Section 65 includes 
provisions transferring to the com m ission  the au thority  to m ake conclusive 
findings concerning ihe w eigh t o f  evidence. A new  provision is added to 
require specific findings w hen credibility is disputed.

Section 63 creates a new statu tory  provision, AS 23.30.124, w hich clarifies the process 
and time for reconsideration o f  a com pensation order (hearing o ff ice r’s 
decision) and limits the de lay  o f  finality o f  a com pensation  order by lim iting 
the time for reconsideration. Reconsideration m ay be ordered upon the 
hearing officer’s ow n  motion or on petition o f  a party  filed w ithin 15 days o f  
mailing o f  the com pensation  order. The hearing o ff icer’s pow er to order 
reconsideration expires 30 days after the com pensation order. I f  the hearing 
officer does not file an order o f  reconsideration w ithin 30 days o f  the date the 
compensation order was mailed, any pending petition for reconsideration is 
denied. However, i f  a hearing officer issues an order o f  reconsideration, then 
the compensation order w hich  is being reconsidered is stayed until the 
decision on reconsideration is filed by the hearing officer. The hearing officer 
m ust file his or her decision on reconsideration w ithin 30 days o f  w hen the 
order for reconsideration w as filed. This am endm ent also provides that 
reconsideration is m ade on the record and any additional a rgum ent a llow ed 
by the hearing officer.

Section 64 repeals and reenacts AS 23.30.125 relating to rev iew  o f  com pensation orders.
It replaces superior court rev iew  o f  board decisions w ith com m ission review  
o f  compensation orders (hearing officer decisions). The am endm ent.se ts  a 
date on which com pensation  orders are final unless review is undertaken. It 
m akes explicit that the com m ission  has the po w er to review  hearing officer
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decisions and orders, and that orders m ay not be suspended, reconsidered  or 
set aside except through the com m ission process. This am endm ent also 
creates a provision for stays on appeal, requiring that a party desiring a stay o f  
an o rder pending appeal to produce evidence o f  irreparable dam age  and 
allow ing a hearing on the stay  by the com m ission on three days notice to the 
parties and director.

Section 65 creates four new statutory provisions relating to com m ission  rev iew  o f
director decisions, com m ission  procedure on appeal, com m ission  authority  to 
rev iew  and judicial review  o f  com m ission proceedings. The first, AS 
23.30.126, establishes com m ission review  o f  d irector decisions that affect a 
right, privilege, benefit or duty under the act. It describes the m ethod o f  
undertaking rev iew  and allows 30 days for a director decision to be appealed 
to the commission. This provision also establishes the sam e standard for 
obtaining a stay o f  appeal o f  a director decision as o f  a com pensation order; 
the party  seeking a stay  m ust demonstrate irreparable damage.

The second new  statute, AS 23.30.127, establishes the basic procedure for 
appeal to the com m ission. This provision allows the  director to intervene in 
an appeal, and, i f  a party  does not have legal representation and the order 
appealed concerns an unsettled question o f  law, the director m ay  file an appeal 
on b e h a lf  o f  the unrepresented party. This provision sets a 30-day period for 
appeal o f  a com pensation order or a director decision. It describes the 
docum ents that m ust be filed with the com m ission to initiate an appeal and a 
cross-appeal. It authorizes the com m ission to charge a fee up to S I 00 for 
filing appeals and cross appeals, but exem pts the state and political 
subdivisions o f  the state from  the filing fee. It au thorizes the com m ission to 
require an appellant to pay costs o f  preparing a transcrip t and preparing the 
record on appeal. Cross appellants and intervenors m ay  be required to share 
in the costs. This provision grants the com m ission general authority to m ake 
rules and orders for the prom pt fair and ju s t  disposition o f  appeals and 
authorizes the com m ission to require written briefs.

The third new statutory provision in Section 65, AS 23.30.128, establishes the 
com m iss ion’s broad authority to review and act on appeals. T he com m ission 
m ay review de novo all exercises o f  discretion, factual findings, and legal 
conclusions below, except that a hearing officer’s findings regarding the 
credibility o f  a witness w ho appeared in the hearing is binding on the 
comm ission. A ny other finding, including the w eigh t given expert evidence, 
m ay be set aside by  the comm ission. I f  not set aside, the hearing o fficer’s 
findings are conclusive. T h is  statute provides that the com m ission rev iew  will 
be on the record, except that briefs and argum ent shall be allowed. The 
exception is that the comm ission m ay receive evidence in applications for a 
stay o f  a decision be low  (see section 64 above), a ttorney fees ancLcosts o f
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appeal, w aiver o f  fees for indigent appellants, and dism issal o f  appeals for 
failure to prosecute o r  settlem ent. This provision also gives the com m iss ion  
w ide discretion to act on appeal. T he com m ission  m ay  expedite  appeals. It 
m ay  affirm, reverse o r  m od ify  a decision; rem and m atters it de term ines were 
im properly  or insufficiently developed, o r  rem and for further action w ithout 
relinquishing jurisdiction. It m ay  reconsider its decisions on specific  grounds 
listed in subsection (f): m isapplication  or failure to apply  directly  controlling 
law; overlooking o r  m isconceiv ing  a material fact; m isunderstanding  a 
m ateria l question in the case p resen ted  on appeal; or, apply ing law  that has 
subsequently  changed. A S  44.62 does not apply to proceed ings o f  the 
com m ission . This provision balances shorter tim e for appeal and 
reconsideration (30 days) w ith  suffic ient time for collegial consideration o f  the 
m erits  o f  the appeal before a com m iss ion  decision (90 days). This provision 
sets ou t clearly w hen a decision o f  the com m ission  is final, to avoid  confusion 
as to dates o f  finality.

The fourth new  statutory p rovision  exem pts the com m iss ion  from  the g ram  o f  
superio r court ju risd iction over judicial appeals o f  adm inistra tive agency 
decisions contained in AS 44 .62 .590 and states that com m iss ion  orders m ay 
not be otherwise appealed to the superior court. T he purpose o f  this provision 
is to eliminate appeal to the superior court, and to p rovide  that decisions o f  the 
com m ission may be appealed directly  to the Suprem e Court. This provision 
w ithdraw s w orkers’ com pensation  appeals from the ju risd ic tion  o f  the 
superio r court, w hich the legislature m ay  do by law. See, Art. IV, Sec. 1 o f  
the A laska Constitution, see  also AS 22.10.020(d). It does not encroach on 
the judicial pow er reserved to the courts under Art. IV, Sec. 15, because 
incidental effects o f  substantive change do not trigger Art. IV, Sec. 15 
requirements. See, W ienegardner v. G reater A nchorage B orough Bd. O f  
Equalization, 534 P.2d 541, 547 n. 18 (A laska 1975). This provision does not 
affect the right to seek declaratory  ju d g m en t in superio r  court on matters 
affecting w orkers’ com pensation law, as, for exam ple, to declare a regulation 
invalid or to require coverage under an insurance contract. This provision also 
establishes the standard o f  review for com m ission findings o f  the w eight to be 
accorded  witness testim ony and com m ission  findings o f  fact, w hich must be 
supported  by substantial ev idence in light o f  the w hole  record.

Section 66 am ends AS 23.30.130 to rem ove references to the board, transfer the authority  
o f  the board to m odify  decisions to a hearing officer, conform  the statute 
language to modern usage, and to add the director to  those w ho may petition 
for m odification o f  a com pensation order. This p rovision  also limits 
m odification based on m istake o f  fact to mistake o f  m aterial fact. This 
provision does not limit the type o f  fact that m ay be the subject o f  mistake, but 
does require that the mistake be one that is im portan t to the outcome.
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Section 67 am ends AS 23.30.135 regard ing  investigation p roceedings before  the division 
to rem ove references to the board , transfer the au thority  o f  the board to m ake 
investigations under the act, take testim ony and ho ld  hearings to the director, 
g ive the  director pow er to issue subpoenas and exam ine records relating to the 
investigation and requires the  superio r court to enforce the d irec to r’s 
subpoenas.

Section 68 am ends AS 23.30.140 to rem ove reference to the board and transfer the 
authority o f  the board to requ ire  appoin tm ent o f  a  guardian to receive 
compensation to the director.

S ections 69 am ends AS 23.30.145(a) to rem ove references to the board, transfer the
authority o f  the board to aw ard  attorney fees to a hearing officer, and conform  
the language o f  the statute to  m o d em  usage.

S ections 70 am ends AS 23.30.145(b) to rem ove references to the board, transfer from  the 
board  to a hearing officer the authority to aw ard costs and a ttorney fees and 
conform  the language o f  the statute to m odem  usage.

Section 71 am ends AS 23.30.155(a) to  rem ove a reference to the board  and transfer the 
authority to prescribe forms from the board to the director.

Section 72 am ends AS 23.30.155(b) to rem ove a reference to the hoard  and  transfer from 
the board to a hearing officer the authority to va ry  periodic paym ents  from the 
biweekly standard.

Section 73 am ends AS 23.30.155(c) to rem ove references to the board, transfer the
authority o f  the board  to prescribe forms to the director, and replace the board 
with the division as the agency  receiving notices and filings o f  com pensation 
reports. The language o f  the statute is also confo rm ed to m o d em  usage.

Section 74 am ends AS 23.30.155(d) to rem ove references to the board and replaces the 
board with the division as the agency w here controversion notices are filed.
The am endm ent also conform s language to m o d e m  usage.

Section 75 am ends AS 23.30.155(e) to rem ove a reference to the board and  transfer the 
authority to excuse nonpaym ent o f  com pensation from the board  to a hearing 
officer.

Section 76 am ends AS 23.30.155(f) rem oves a reference to stay o f  paym ent on appeal
issued by a court and substitutes a reference to stay  o f  paym ent by  order o f  the 
commission. This conform s to the provisions o f  Section 64 above.

Section 77 am ends AS 23 .30 .155(h) to rem ove references to the board, transfer the
authority to initiate investigations, order independent medical examinations, 
and take other action to pro tect the parties’ rights from the board to the 
director. The provision also gives the director the authority  to file petitions in
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dispu ted matters for a hearing before  a hearing officer. The provision  also 
confo rm s the language o f  the statute to m odem  usage.

Section 78 am ends AS 2 3 .3 0 .155(i) to rem ove references to the board  and  transfer the 
au thority  to require the em ployer to m ake deposits w ith  the D epartm ent o f  
R even ue  to secure paym ent o f  com pensation  from the board to the director.

Section 79 am ends AS 2 3 .3 0 .155(j) to rem ove a references to the board and transfer the 
au thority  to approve offset o f  overpaym ents  exceeding 20%  o f  periodic 
com pensation  paym ents from  the board  to a hearing officer.

Section 80 am ends AS 2 3 .3 0 .155(k) to rem ove reference to the board and  transfer the 
au thority  to inspect receipts from the board  to the director.

Section 81 am ends AS 2 3 .3 0 .155(m) to rem ove references to the board. Th is  provision 
transfers to the director the au thority  o f  the board to prescribe forms; the 
au thority  o f  the com m iss ioner  to rev iew  the timeliness o f  in surer and adjuster 
annual reports; and  the authority  o f  the com m iss ioner to give notice o f  
penalties. This provision also replaces the board w ith  the division for the 
ag ency  receiving annual reports.

Section 82 am ends AS 2 3 .3 0 .155(o) to rem ove references to the board. It transfers the 
obligation to no tify  the division o f  insurance o f  frivolous or un fair  
controversion determ inations from the board  to the director, and  the authority 
to m ake  such determ inations from the board to a hearing officer.

Section 83 am ends AS 2 3 .30 .170(a) to rem ove references to the board, m odernize the 
language o f  the statute and conform  it to o ther usage in the act, replace the 
board with the division as the recipient agency  for petition filings, transfer the 
authority  to make investigation from the board to the director, and transfer 
authority  to m ake supplem entary  orders to a hearing officer.

Section 84 am ends AS 23.30 .170(b) to rem ove references to the board, transfer the
authority  to declare awards in default from the board to a hearing  officer, and 
transfer authority to request collection o f  defaulted paym ents b y  the attorney 
general from the com m iss ioner to the director. T h e  provision also makes a 
technical am endm ent, replacing applicant w ith petitioner to conform  to current 
usage.

Section 85 am ends AS 2 3 .30 .175(a) to rem ove references to the board and transfer the 
authority  to de term ine spendable w eek ly  wages, order ad justm ent o f  
compensation rates, and direct deduction o f  prior paym ents from  unpaid 
com pensation from the board to a hearing officer.

Section 86 creates a new statutory provision, A S 23 .30.175(b)(5), w hich caps
com pensation paid to non-resident recipients at the com pensation  rate the 
recipient would_receive i f  residing in Alaska. The effect o f  the am endm ent is 
to allow com pensation rates paid to a non-resident to decrease by  cost o f
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liv ing adjustments fo r the rec ip ien t’s area o f  residence, bu t not to allow the 
com pensation rate to rise h ighe r  than the Alaska rate i f  the cost o f  living is 
h ighe r  in the rec ip ien t’s area o f  residence.

Section 87 am ends AS 23.30.175(c) to rem ove a reference to the board and  transfer the 
au thority  to provide cost o f  living com parisons from the board to the 
department.

Section 88 am ends AS 23 .30 .180 to rem ove a reference to the board and transfer the
authority  to determ ine inflation ad jus tm ents  and reductions o f  perm anen t total 
com pensation for p r io r  paym ent o f  pe rm anen t partial disability com pensation 
from  the board to a hearing officer. This am endm ent also conform s the 
language o f  the statute to m o d e m  usage.

Section 89 am ends AS 23.30.190(b) to rem ove a reference to the board and transfer the 
au thority  to adopt schedules for injuries that cannot be rated by  use o f  the 
A m erican  M edical A ssociation G uides from  the board  to the departm ent.

Section 90 am ends AS 23.30 .190(d) to rem ove references to the board, transfer from  the 
board  to the d irector the requ irem ent to hold  open hearings on the adoption 
date fo r new editions o f  the A m erican  M edical A ssociation G uides and the 
au thority  to select and publish a date that new  editions will be used  for 
im pairm ent ratings.

Section 91 am ends AS 23.30.200(b) to rem ove a reference to the board and  transfer the 
authority  to fix w age-earn ing capacity  from  the board to a hearing officer.

Section 92 am ends AS 23 .30 .205(e) to replace the com m issioner with the director for 
receip t o f  notice o f  award or ad judication respecting the second injury fund.

Section 93 am ends AS 23.30.205(f) to replace the com m issioner with the director as the 
recipient o f  notice o f  possible claim  against the second injury fund.

Section 94 am ends AS 23.30.215(d) to rem ove references to the board, transfer the 
authority  o f  the board  to a hearing o fficer to com m ute paym ents o f  future 
com pensation to persons residing outside the United States or Canada, and 
conform  the language o f  the statute to m odem  usage. This am endm ent also 
adds the director and em ployer to the persons who m ay petition for 
comm utation.

Section 95 am ends AS 23 .30 .220(a) to rem ove references to the board, transfer the 
authority  to de term ine matters rela ting to gross w eekly  earnings from the 
board to a hearing officer and confo rm s the language o f  the statute to m odem  
usage.

Section 96 am ends AS 23 .30 .240 to transfer the authority  to approve executive officer 
w aivers o f  coverage from the com m iss ioner to the director.
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Section 97 am ends AS 23.30.250(b) to rem ove references to the board, transfer the
authority  to determ ine and order re im bursem ent in cases in w hich a person 
obtained com pensation and benefits by know ingly  m aking false and 
m isleading statements. This am endm ent also transfers the au thority  to m ake 
attorney fee awards against that person, and to declare an order in default, 
from the board to the hearing officer.

Section 98 am ends AS 23.30 .260 to rem ove a reference to the board, transfer the pow er 
to approve fees for representation to a hearing officer and com m ission , 
clarifies that the statute refers to representation or advice with respect to a 
claim , and confonns the language o f  the statute to m odem  usage.

Section 99 am ends AS 23.30.395(28) to rem ove a reference to the board and replaces the 
board  with the division as the agency w hich is furnished p ro o f  o f  financial 
ability to m ake direct payments.

Section 100 am ends AS 23.30.395 to add new  subsections defining the com m ission , 
director, division and hearing officer.

Section 101 am ends AS 39.25.120(c)(14) to rem ove a reference to the board  and
substitute the division as the em ployer o f  the rehabilitation administrator.

Section 102 am ends AS 39.25.120(c) to add new subsections including hearing officers 
and the reem ploym ent benefits adm inistrator o f  the division in the list o f  
partially exem pt employees.

Section 103 am ends AS 39.50.200(b)(31) to rem ove a reference to the board and 
substitute the comm ission.

Section 104 am ends AS 44.62.330(a)(15) to rem ove a reference to the board  and to 
substitute the division and director. This provision also m odernizes the 
reference to the act by substituting the statute citation.

Section 105 repeals AS 2 1 .39.155(c), relating to the assigned risk pool, and AS 
23.30.395(3), defining the board.

Section 106 provides that the cap on non-resident com pensation rates applies only to 
compensation for injuries on or after the effective date o f  Section 86.

Section 107 creates a new provision o f  uncodified law that establishes a transition period 
during which the director o f  insurance will nam e m embers o f  the board o f  
governors o f  the A laska Insurance G uaranty  Association to serve staggered 
initial terms, sets dates o f  expiration o f  the current board o f  governors and 
permits a m em ber o f  the board to continue to serve until a successor is 
appointed.

Section 108 creates a new provision o f  uncodified law  that establishes the initial 
appointm ent o f  m em bers o f  the com m ission by  staggered terms.
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Section 109 creates a new  provision o f  uncodified law  that establishes a transition period 
during w hich m atters pend ing  before  the board  m ay  be com pleted, se tting an 
expiration date  for the terms o f  m em bers  o f  the board , and provid ing  for 
continuation o f  effect no tw ithstanding a transfer o f  function from  the bo ard  to 
the com m ission  or director. This p rovision  also continues in force all 
regulations, orders, decisions, or certificates issued by  the board until revoked, 
m odified or vacated  under the provisions o f  this bill; continues in effect all 
contracts, rights, liabilities or obligations; and transfers the p roperty  o f  the 
board or  o ther state agencies to im plem en t the provisions o f  this bill.

Section 110 creates a new  provision o f  uncodified  law  perm itting  the d irec to r o f
insurance in the D epartm ent o f  C om m unity  and Econom ic D eve lopm en t and 
D epartm ent o f  L abor and W orkforce D evelopm en t to proceed to adopt 
necessary  regula tions to im plem ent this bill, bu t not before the effective date 
o f  the bill.

Section 111 gives Section 110 an im m ediate  effective date.

Section 112 gives all Sections except Section 110 an effective date o f  Ju ly  1, 2004.



Append ix

Changing 
insurance 
guaranty assoc.

Creating the
commission system

Sec 1 is a 
declaration of 
legislative intent

Sec 3 creates 
AS 21.09.090(e) 
which provides 
that insurers that 
transact workers' 
compensation 
insurance in this 
state must 
maintain in the 
state a special 
deposit of cash 
or securities

Sec 5 reenacts 
AS 21.80.050 to 
expand the 
board of 
governors of the 
Alaska 
Insurance 
Guaranty 
Association.

Section 6 
amends AS 
21.80.180(6) 
Excludes wkrs' 
comp claims 
from "covered 
claim" if the 
insured's net 
worth exceeds 
S25.000.000

Sec 105 repeals 
AS 21.39.155( c) 
relating to 
assigned risk 
pool

Sec 107 
uncodified law 
provides 
transition period 
for new Ak Ins 
Guaranty Assoc 
, members serve 
staggered terms.

Sec 9 codifies 
statement of 
legislative intent re: 
the workers’ 
compensation 
system.

Sec 10 repeals & 
reenacts AS
23.30.005. Creates 
in Dept of Labor a 
Division of 
Workers'
Compensation and 
a director.

Sec 11 adds new 
AS 23.30.007, 
create^ workers’ 
compensation 
appeals 
commission

Adds new AS
23.30.008, sets out 
the powers & duties 
of new 
commission.

Adds new AS
23.30.009 sets out 
powers & duties of 
chair of 
commission.

Creating or 
changing legal 
process

Sec 59 creates 
new AS 23.30.112 
establishing 
hearing officer 
employment & 
qualifications. Sets 
standards of 
impartiality & 
disqualification & 
bars ex parte 
communication.
May issue 
subpoenas, require 
medical 
examinations, 
arrange hearings, 
as board did. Parts 
of APA made to
apply.______________

Sec 13 omends AS
23.30.012 re: 
set’iement of 
claims, allows w/o 
approval if EE has 
lawyer.

Sec 56 amends AS
23.30.108 relating 
to discovery. 
Discovery 
conferences 
conducted by 
hearing officer, who 
can issue orders, 
expedited review of 
discovery orders 
allowed to the. 
commission.

Sec 57 adds 
petitions to 
permitted pleadings, 
allows all parties to 
present evidence at 
hearing, allows 
hearing officer to 
hold scheduling 
conferences and set 
reasonable hearing 
date.

Sec 58 creates a 
new provision for 
dismissal of claims: 
relief demanded 
cannot be granted 
under the act, no 
jurisdiction, 
improper service, 
failure to prosecute, 
statute of limitation. 
Also gives hearing 
officer power to 
grant summary 
judgment if no 
dispute of fact and 
discovery complete.

Sec 60 amends AS
23.30.115 to allow 
commission clerk to 
issue subpoenas.

New penalties or 
other enforcement 
changes
Sec 38 amunds AS 
23.30.080(d) to 
authorize the director 
to seek a stop work 
order against 
uninsured employers 
and to allow the 
hearing for the order 
to be heard on short 
notice when job 
hazards present could 
cause immediate 
death or serious 
physical harm to 
workers. Penalty is 
S1000 if order is 
disobeyed.

Sec 39 creates two 
new statutes about 
penalties against 
uninsured employers. 
AS 23.30.080(e) 
allows the director to 
seek civil penalties of 
up to S100/day per 
uninsured employee. 
It also allows the 
hearing for penalty to 
be heard on short 
notice when job 
hazards present could 
cause immediate 
death or serious 
physical harm to 
workers. The second 
new statute, AS 
23.30.080(f) 
authorizes director to 
declare default if 
penalties in (d) or (e) 
are unpaid more than 
7 days, file with court 
for judgment and 
request attorney 
general to enforce 
judgment by writ of 
execution.

Essentially
conforming
amendments
Sec 2 aniends AS 
08.18.101(1)
Sec 4 amends AS 
21.24.130(d)
Sec 7 amends AS 
23.30.05.067(a)(1) 
(B )
Sec 8 amends AS 
23.05.067(e)
Sec 12 amends 
AS 23.30.011(c) 
Sec 14 amends 
AS 23.30.015(b) 
Sec 15 amends 
AS 23.30.015(e). 
Sec 16 amends 
AS 23.30.015(j) 
Sec 17 amends 
AS 23.30.025(a) 
Sec 18 amends 
AS 23.30.030(5) 
Sec 19 amends 
AS 23.30.030(6) 
Sec 20 amends 
AS 23.30.040(a) 
Sec 21 amends 
AS 23.30.040(d) 
Sec 22 amends 
AS 23.30.041(a) 
Sec 23 amends 
AS 23.30.041(b)
Sec 24 amends 
AS 23.30.041(d)
Sec 25 amends 
AS 23.30.041(h)
Sec 26 amends 
AS 23.30.0410)
Sec 27 amends 
AS 23.30.041(0)
Sec 28 amends 
AS 23.30.041 (p)
Sec 29 amends 
AS 23.30.041 (q)
Sec 30 amends 
AS 23.30.045(d)
Sec 31 amends 
AS 23.30.045(e)
Sec 32 amends 
AS 23.30.065 
Sec 33 amends 
AS 23.30.070(a)
Sec 34 amends 
AS23.30.070(b)

J
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Append ix

Changing 
insurance 
guaranty asscc.
Sec 1 is a 
declaration of 
legislative intent

Sec 3 creates 
AS 21.09.090(e) 
which provides 
that insurers that 
transact workers' 
compensation 
insurance in this 
state must 
maintain in the 
state a special 
deposit of cash 
or securities

Sec 5 reenacts 
AS 21.80.050 to 
expand the 
board of 
governors of the 
Alaska 
Insurance 
Guaranty 
Association.

Section 6 
amends AS 
21.80.180(6) 
Excludes wkrs' 
comp claims 
from "covered 
claim" if the 
insured's net 
worth exceeds 
$25,000,000

Sec 105 repeals 
AS 21.39.155( c) 
relating to 
assigned risk 
pool

Sec 107
uncodified law 
provides 
transition period 
for new Ak Ins 
Guaranty Assoc 
, members serve 
staggered terms.

Creating the
commission system

Sec 9 codifies 
statement of 
legislative intent re: 
the workers' 
compensation 
system.

Sec 10 repeals & 
reenacts AS
23.30.005. Creates 
in Dept of Labor a 
Division of 
Workers'
Compensation and 
a director.

Sec 11 adds new 
AS 23.30.007, 
creates workers' 
compensation 
appeals 
commission

Adds new AS
23.30.008, sets out 
the powers & duties 
of new 
commission.

Adds new AS
23.30.009 sets out 
powers & duties of 
chair of 
commission,

Creating or 
changing legal 
process_____

Sec 59 creates 
new AS 23.30.112 
establishing 
hearing officer 
employment & 
qualifications. Sets 
standards of 
impartiality & 
disqualification & 
bars ex parte 
communication.
May issue 
subpoenas, require 
medical 
examinations, 
arrange hearings, 
as board did. Parts 
of APA made to
apply-___________

Sec 13 amends AS
23.30.012 re: 
settlement of 
claims, allows w/o 
approval if EE has 
lawyer.

Sec 56 amends AS
23.30.108 relating 
t^ discovery. 
Discovery 
conferences 
conducted by 
hearing officer, who 
can issue orders, 
expedited review of 
discovery orders 
allowed to the 
commission.

Sec 57 adds 
petitions to 
permitted pleadings, 
allows all parties to 
present evidence at 
hearing, allows 
hearing officer to 
hold scheduling 
conferences and set 
reasonable hearing 
date.

Sec 58 creates a 
new provision for 
dismissal of claims: 
relief demanded 
cannot be granted 
under the act, no 
jurisdiction, 
improper service, 
failure to prosecute, 
statute n* 'imitation. 
Also gives hearing 
officer power to 
grant summary 
judgment if no 
dispute of fact and 
discovery complete.

Sec 60 amends AS
23.30.115 to allow 
commission clerk to 
issue subpoenas.

New penalties or 
other enforcement 
changes________
Sec 38 amends AS 
23.30.080(d) to 
authorize the director 
to seek a stop work 
order against 
uninsured employers 
and to allow the 
hearing for the order 
to be heard on short 
notice when job 
hazards present could 
cause immediate 
death or serious 
physical harm to 
workers. Penalty is 
$1000 if order is 
disobeyed.

Sec 39 creates two 
new statutes about 
penalties against 
uninsured employers. 
AS 23.30.080(e) 
allows the director to 
seek civil penalties of 
up to $100/day per 
uninsured employee. 
It also allows the 
hearing for penalty to 
be heard on short 
notice when job 
hazaids present could 
cause immediate 
death or serious 
physical harm to 
workers. The second 
new statute, AS 
23.30.080(f) 
authorizes director to 
declare default if 
penalties in (d) or (e) 
are unpaid more than 
7 days, file with court 
for judgment and 
request attorney 
general to enforce 
judgment by writ of 
execution.

Essentially
conforming
amendments
Sec 2 amends AS 
08.18.101(1)
Sec 4 amends AS 
21.24.130(d)
Sec 7 amends AS 
23.30.05.067(a)(1]
(B)
Sec 8 amends AS 
23.05.067(e)
Sec 12 amends 
AS 23.30.011(c) 
Sec 14 amends 
AS 23.30.015(b) 
Sec 15 amends 
AS 23.30.015(e). 
Sec 16 amends 
AS 23.30.0150) 
Sec 17 amends 
AS 23.30.025(a) 
Sec 18 amends 
AS 23.30.030(5) 
Sec 19 amends 
AS 23.30.030(6) 
Sec 20 amends 
AS 23.30.040(a) 
Sec 21 amends 
AS 23.30.040(d) 
Sec 22 amends 
AS 23.30.041(a) 
Sec 22 amends 
AS 23.30.041(b) 
Sec 24 amends 
AS 23.30.041(d)
Sec 25 amends 
AS 23.30.041(h)
Sec 26 amends 
AS 23.30.0410)
Sec 27 amends 
AS 23.30.041(0)
Sec 28 amends 
AS 23.30.041 (p)
Sec 29 amends 
AS 23.30.041 (q)
Sec 30 amends 
AS 23.30.045(d)
Sec 31 amends 
AS 23.30.045(e)
Sec 32 amends 
AS 23.30.065 
Sec 33 amends 
AS 23.30.070(a)
Sec 34 amends 
AS23.30.070(b)
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Append ix

1 Changing Creating the Creating or New penalties or Essentially
insurance commission system changing legal other changes conforming
guaranty assoc. process amendments

Sec 64 replaces Sec 62 gives Sec 41 amends AS Sec 35 amends
superior court hearing officer sole 23.30.090 to allow a AS23.30.070(d)
review of board power to determine hearing before a Sec 36 amends
decisions with credibility of a hearing officer before AS23.30.070(f)
commission review witness that revocation of self Sec 37 amends
of hearing officer appears before him, insurance certificate, AS23.30.075
decisions. Gives adds requirement to director may adopt, Sec 40 amends
commission power make findings if reject or amend AS 23.30.085(a)
to issue stays. credibility disputed, proposed decision. Sec 43 amends

in Sec 65 below Sec 42 provides such AS 23.30.095(a)
Sec 65 four new commission has hearings will be Sec 44 amends
statutes setting up power to make recorded and public. AS 23.30.095(c)
commission system conclusive findings Sec 45 amends
of appeal. AS re: weight of Sec 67 gives the AS 23.30.095(d)
23.30.126-review evidence, hearing director powers to Sec 46 amends
of director officers findings re investigate, inc. AS 23.30.095(e)
decisions by board weight of evidence subpoena records, Sec 47 amends
(eg revoking self conclusive if not take testimony, etc. AS 23.30.095(f)
ins.) disturbed by Sec 48 amends
AS 23.30.127- commission. Sec 77 gives director AS 23.30.095(h)
establishes basic power to order Sec 49 amends
process of appeal Sec 63 provides for independent medical AS 23.30.0950)
to the commission. reconsideration of exams, initiate Sec 50 amends
AS 23.30.128- hearing officer investigation, file AS 23.30.095(k)
gives commission decision by hearing petitions in disputed Sec 51 amends
broad powers of officer (New AS cases. AS 23.30.100(a)
review on appeal. 23.30.124) Sec 52 amends
AS 23.30.129 Sec 78 gives director AS 23.30.100(c)
eliminates superior Sec 65 four new power to require Sec 53 amends

. court jurisdiction of statutes setting up employer to make AS 23.30.100(d)
appeal from commission system deposits with state to Sec 54 amends
commissic.n and of appeal. AS secure payment of AS 23.30.105(a)
provides direct 23.30.126 -  review compensation Sec 55 amends

■ supreme court of director decisions AS 23.30.107
review. by board (eg Sec 86 amends AS Sec 61 amends

revoking self ins.) 23.30.175(b)(5), caps AS 23.30.120(b)
Sec 100 defines AS 23.30.127- compensation paid to Sec 68 amends
commission, establishes basic out of state recipients AS 23.30,140
director, division process of appeal to at the rate they would Sec 69 amends
and hearing officer the commission. 

AS 23.30.128-
receive in Alaska AS 23.30.145(a) 

Sec 70 amends
Sec 102 places gives commission Sec 94 amends AS AS 23.30.145(b)
hearing officers in broad powers of 23.30.215(d) to allow Sec 71 amends
partially exempt review on appeal. director to ask for AS 23.30.155(a)
service. AS 23.30.129 commutation of Sec 72 amends

eliminates superior payments to foreign AS 23.30.155(b)
Sec 105 repeals court jurisdiction of residents. Sec 73 amends
definition of Board appeal from 

commission and 
provides direct 
supreme court 
•eview.

AS 23.30.155( c) 
Sec 74 amends 
4S 23.30.155(d) 
Sec 75 amends 
<\S 23.30.155(e) 
Sec 76 amends
/\S 23.30.155(f)
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Append ix

Changing Creating the Creating or New penalties or Essentially
insurance commission system changing legal other changes conforming
guaranty assoc. process amendments

Sec 66 permits Sec 79 amends
modification of AS 23.30.1550)
compensation Sec 80 amends 

AS 23.30.155(k)
Essentially Sec 81 amends
conforming AS 23.30.155(m)
amendments (cont’d) Sec 82 amends
Sec 99 amends AS AS 23.30.155(0)
23.30.395(28) Sec 83 amends.
Sec 101 amends AS AS 23.30.170(a)
39.25.120(c) (14) Sec 84 amends
Sec 103 amends AS AS 23.30.170(b)
39.50.200(b)(31) Sec 85 amends
Sec 104 amends AS 23.30.175(a)
44.62.330(a)(15) Sec 87 amends
Sec 106 effective AS 23.30.175( c)
date for application of Sec 88 amends
Sec 86 AS 23.30.180
Sec 108 uncodified Sec 89 amends
law staggers AS 23.30.190(b)
commission member Sec 90 amends
terms AS 23.30.190(d)
Sec 109 uncodified Sec 91 amends
law providing AS 23.30.200(b)
transition from board Sec 92 amends
to commission AS 23.30.205(e)
Sec 110 uncodified Sec 93 amends
law directing AS 23.30.205(f)
regulation adoption Sec 95 amends
Sec 111 effective AS 220(a)
date for Sec 110 Sec 96 amends
Sec 112 effective AS 23.30.240
date for remaining Sec 97 amends
sections AS 23.30.250(b) 

Sec 98 amends 
AS 23.30.260
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ALASKA
LA BO R -M A N A G EM EN T  

A D  H O C  CO M M ITTEE  

ON WORKERS’ COMPENSATION

February 24 ,2004

The Honorable Tom Anderson 
Representative
Alaska House o f  Representatives 
State Capitol 
Juneau, AK 99801

Dear Representative Anderson:

The Alaska Labor-Management Ad Hoc Committee on Workers 
Compensation is in its twenty-third year o f  service as a private citizen volunteer 
group formed to fairly address concerns regarding the Alaska Workers 
Compensation System. Historically, it is through the efforts o f  the Ad Hoc 
Committee that major legislation was passed in 1983, 1988, 1995 and 2000 which 
has saved Employers millions o f  dollars in premiums while preserving injured 
workers’ benefits.

Currently, the Alaska Labor-Management Ad Hoc Committee is fully 
considering these bills as well as other worker compensation issues. We will 
report to you by March 9th following our full consideration. Our goal, o f  course, is
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to assure that a balanced bill will preserve the interests o f both Alaska employers 
and injured workers. We look forward to that effort.

Thank, you for your assistance.

  — -
(/Judy Peterson •

President, WCCA 
Northwest Technical Services

Richard Cattanach 
Associated General Contractors 
O f Alaska
Laura Jackson 

"University’o f A laska"".....
John Garret
Alyeska Pipeline Service Co,
April Reilly 
Rainproof Roofing

D avidFord 
Ironworkers Local 751

John Guicbli 
-IBEW -  ••
Barbara Huff-Tuckness 
Teamsters
Jim Robison 
Senior Alaskan





r  HOUSE com m ittee rep o rt
o  C  I. 3 - 2 * * ^

Date Referred to Committee: February 16,2004 FURTHER REFERRALS (^Judiciary X )
. . Finance

Date of Committee Action:

The LABOR AND COMMERCE Committee considered: HB 452

HOUSE BILL NO. 452 GUIDED SPORT FISHING

"An Act relating to licensing and regulation of sport fishing services operators and fishing guides; and providing 
for an effective date."

Recommends it be replaced with [ ] HCS or X ]  CS for   ___________ f ^  1
For Senate Bills with new title: [  ] Technical Title [ ] New Title: HCR________  [ ] Same Title p ^ l e w  Title

[ ] attach amendments
[ ] add new referral t o _____________ Committee
[ ] Letter of Intent____________ Committee

List o f  
Abbrev 
for
Depts.:
ADM

C E D

C O R

C R T

E E D

D E C

D FG

GOV

H SS

L E G

LA W

LVVF

MVA

DN R

D PS

R EV

DO T

UA

NEW F ISCAL NOTES
♦Assigned by Chief Clerk’s Office

List by Dept(s): | *FN# Fiscal Indet. Zero
b ? * P \ X

£ X

PREVIOUS F ISC A L NOTES
List by Dept(s): | FN# | Fiscal | Indet. i Zero

Signing with recommendations

Chair:
Chair:



C S H B  452

Subject: CSHB 452
Date: Fri, 19 Mar 2004 20:22:49 -0900 

From : Joel Hanson <joelh@theboatcompany.com>
To: Representative_Tom_Anderson@legis.state.ak.us

Dear Representative Anderson,

I thank you for taking the time during your busy Labor and Commerce Committee hearings today to listen to a few of 
us in Sitka regarding the Sport Fish Guiding legislation, CSHB 452.

Since you will be looking at this legislation again soon in the House Judiciary Committee, I wish to reinforce my 
concerns regarding the requirement for guides to "physically possess" all necessary documents:

1. You heard some comments from fishing guides who operate on interior rivers, and they insisted that 
recordkeeping in small open boats was not a problem for them. But the weather here in the Southeast Alaska 
rainbelt, out on the saltwater, is significantly different from interior rivers in summer, or even the Kenai 
Peninsula. And the situation for guides who work constantly off motherships in small open skiffs is 
significantly different from classic "charter boat" operations.

2. Director Kelly Hepler appeared sanguine about the "flexibility" enforcement officers may exercise in upholding 
regulations. He was confident that an officer encountering a guide who had left his documents a short 
distance away on a boat at anchor or on a mothership nearby would be treated with leniency. I am not 
comforted. If enforcement flexibility is not built into this legislation, it will not be exercised by enforcement 
officers with any consistency.

3. Therefore, on page 5, line 10 and 11,1 recommend appending language to "a sport fishing guide shall 
physically possess" so that it reads as follows: "a sport fishing guide shall physically possess or otherwise 
produce on reasonably short order"

Director Hepler has kindly agreed to come to Sitka tomorrow to meet with some charter operators here, and I'm 
looking forward to working with him to resolve some of the other issues in this legislation which may cause us grief in 
the future. It troubles me that ADF&G mad no effort to try and meet with any of the two hundred registered fishing 
guides in this community during the drafting of this legislation, but I realize that planning efforts cannot be 
all-inclusive all the time.

Thank you again for your efforts in Juneau.

Sincerely, Joel Hanson

> » » » » » » » » » » “ « < « « « « « « « « «
Joel Hanson
417 Arrowhead St. Sitka, AK 99835 
Phone: (907) 747-9834 Cell: (907) 738-1033 
captainjoel@alaska.com 
or
joelh @ theboatcompanv.com
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