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ACA Allied Charities of Alaska Association

Pulltab Vendors Plead for You to Stop HB169 and
SB 102

* HBI169 and SBJ02 reduces by2 O % the amount Vendors will
receive for selling pulltabs for charities

 Vendors cannot afford to help charities raise money if Vendors*

revenue isreduced by 2 Q ? //I&@

 Please do not put die Vendors out o fthe business o fhelping charities
raise money

| am opposedto HB169 and SB102. Please do not put Vendors out ofthe
business ofraising money for Charities.

n £907) &) f 66 A
wintName ~* Phone Number

Fax this sheet to the Committee (465-3871) the Governor (2697461) and
Gaming (269-6595)

The Trade Association for Alaska’s Charitable Gaming Industry
5761 Silve/idu Way, Unit Q

Anchorage, Alaska 99518
Phone 907.677.1644 Fax 907.677.0644
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ACA Allied Charities o f Alaska Association

Leave our Charities’ Funds Alone

HB169 and SB 102 Take 37% of our Charities’
Funds Available to Help Those in Need

« HPI and SB102Will take 37 %0 ofour Charities’ funds that it

used to help those inneed *

e |fthe tax were in effectin 2001, the Government would have taken
S11,500,000 ofthe Charities’ $30,800,000 that the Charities had

available to help those in need*

e« Our Charities need all oftheir funds to do theirjob ofhelping those in
need

| am opposed toHB 169 and SB 102. Please do not take 37% ofthe
Charities’ funds they need to help those in need

) A v A — (N0 yr - tizet

Print Name Phone Number
uz—~ & — — e
Sign Name ~ City

r ~ H c a _

Qganization
Fax this sheet to the Committee (465-3871) the Governor (269-7461) and
Gaming (269-6595)

*Based on 2001 data, the mostrecent year that data is available.

The Trade Association for Alaska’'s Charitable Gam ing Industry

5761 Silverado W ay,Unit Q
Anchorage, Alaska 99518
Phone 907.677.1644 Fax 907.677.0644
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STOP HB169 AND SB102

IT 1S UNFAIR FOR ANY

fifiDRTAX _TNCRF.ASF, ON SUCH
SHORT NOTTOF, THAT THE

UN THE CHANCES.

THE TAX INCREASE WILL PUT
OPERATORS OUT OF BUSINESS
AND TAKE THE INCOME FROM

THE CHARITIES THEY NEED TO

OPERATE.

Thelma Wood (907)755-2187 phone & fax
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Anchorage Daily News | Women charged in pull-tab scam
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wumen cnarged in pull-tab scam

KLAWOCK: The two used inside information to profit, federal
piuaccuiurs say.

By NICOLE TSONG

Anchorage Daily News

(Published: April 22, 2003)

Playing pull-tabs is supposed to be a gamble, but federal prosecutors say two
Klawock women used inside information to turn the odds in their favor and
win $93,158 over one year.

Janine D. Harmon, 36, and Delores A. Peratrovich, 53, were charged by a
federal grand jury last week with one count of conspiracy and three counts of
mail fraud each.

Harmon was the manager of gaming operations for Klawock Cooperative
Association, according to the indictment. She managed accounting records
for pull-tab games and also was a dealer. Money from the games was used to
fund the tribe's general operations.

Peratrovich had a similar role at the Klawock Liquor Store, managing pull-tab
accounts and dealing pull tabs as the store's manager. Profits from the tabs
went to the cu/ of Klawock for education, public safety and heritage, the
indictment says.

Klawock, which has about 850 residents, is on the west coast of Prince of
Wales Island, 56 air miles west of Ketchikan.

Because of their jobs, both women were prohibited from playing pull-tabs at
their respective organizations.

Pull-tabs are usually sold to customers for $1 per ticket with a set number of

winning tickets in every batch. A typical game has odds of about 86 percent
i.rhinH m gdnr ifpr\monno hrtunhf 2 HictHrl/afr in a nsmo Hhou t.mtlri ».iin QM
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cents for every dollar wagered and lose 14 cents, the indictment says.

See which stories other
readers'are sending to
theirfriends. = But Harmon and Peratrovich traded inside knowledge learned on the job

about which games had sold most tickets but still had winning tickets left,
unfairly increasing their odds of scoring money, the ir,uictment charges.

"Playing these games with inside information is no longer '‘gambling’ because

Get information on
the player knows that if they buy all of the remaining tickets, their winnings

travel, relocation and

entertainment. The are guaranteed to exceed their wager," the indictment says.

business directory > .

llows. y6u to'l

:t;r\gz;n; tsoe:,icczt: ‘A >From September 2000 to September 2001, Hannon won $27,963 playing at

statevlidev the liguor store on games including Crazy 8's, Gold Digger and Iditarod, and
fountain of Loot.

classroo On one day, she scored $2,554, according to the indictment. Peratrovich won
$66,195 playing the games from the tribe, such as Hey Diddle Diddle, Gold
Digger and | Love You Man. On her best day, she won $3,030, the indictment

Educatio said.
The mail fraud charges are based on the pair's ordering the pull-tabs through
the mail, intending to cheat on the games, according to the indictment.
They face a maximum of five years in prison and a fine of $250,000 for each

) count.

! PUAAtpli
Federal prosecutors said the women have been summoned for arraignment
May 29 in Ketchikan.

isntiis& When reached at home in Klawock, Harmon said she had no comment.

"m ‘trovich did not return a call asking for comment.

Reporter Nicole Tsong can be reached at ntsong(d)adn.com or 257-4450.
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Department of Revenue - April 9, 2003
Proposed amendments to SB102

What would be the effect of a 25% tax on the ideal net on pull-tabs? As expected,
without an adjustment by the industry to either the current prize payout or a reduction in
expenses, the charitable organizations would not receive their statutory minimum of
30% of net proceeds. However, assuming the permit holders either lowered their prize
payout or cut expenses, or both, the additional revenue to the state of a 25% tax on net
vs. a 5% tax on gross would be the same — or perhaps even higher at 25% on net.

As for collecting the tax at the distributor level instead of from the permittees, there is a
cash flow issue to consider. Currently the distributors collect the 3% tax on pull-tabs
and remit it to the Department by the end of the succeeding month. Under that tax
structure, assuming a game with 1,000 tickets and a prize payout of 78%, the permittee
would have to pay an average of $20 for the game and $6.60 for the tax at the time they
picked up the game. Under the proposed 25% tax scenario the cost to the permittee
would be the $20 for the game and taxes of $55. The permittee would need to be
prepared to spend $75 to pick up a game vs. $26.60 under the current law.

The initial concern is the upfront cash flow that the permittees would have to manage.
One solution is not to carry as much inventory on hand and make smaller purchases at
the time needed. This obviously would require better management.

One other concern is the amount of taxes that the distributors would have to collect and
be responsible for payment to the state. On an average the 13 distributors would be
responsible for over $1 million each month, with a potential of doubling that during peak
playing times. We currently bond operators for $100,000, and it would seem a good
business practice to require a bond for the distributors.

Bonding is becoming increasingly more difficult for operators to obtain. We could
expect the same for distributors. The cost of a bond is usually about 10% of face. We
would like to see a minimum of $250,000 bond. Obviously, this will not be readily

received by the industry.



Licensing and Miscellaneous Fees
From 2001 Gaming Annual Report

Number Issued

Type in2001  PaiuBy Annual Fees Amount
Permit 1,268 Permitee $20-$100 $71,963
Multiple-Beneficiary Permit 14 Applicant (permitee co-op)  $100 1,400
Vendor Registration 350 Permittee $50 per location, 17,500

282 vendors with paid by permittee

approximately 350 permittees
Operators 26 Oxperator $500 13.000
Distributors 13 Distributor $1,000 Annually 13.000
Manufacturers 10 Manufacturer $2,500 Annually 25000

m iM L
Breakdown of Fees and. Taxes in Annual Report FY -02
3% Tax on Pull-Tabs $2,045,124
19%Tax on Permittees’ Gaming Profits 325,218
Permit and License Fees 141.863
M 2 ,MS

2003 SB 102 Apr 8 25% Aprll 8, 2003 Misc Fees



FRANK H. MURKOWSKI. GOVERNOR
m $ M

DEPARTMENT OF REVENUE

P.0. BOX 110400
JUNEAU. ALASKA 99811-0400
TELEPHONE: (907) 465-2300

OFFICE OF THE COMMISSIONER FACSIMILE:  (907) 465-2389

April 8, 2003

The Honorable Con Bunde
Chair, Senate Labor and Commerce Committee

Alaska State Legislature
State Capitol, Room 506
Juneau, Alaska

Dear Senator Bunde:

| am writing to ask that you please bring our proposed amendments to SB102, the
governor’s charitable gaming legislation, before your committee at the earliest possible

date.

This legislation is an essential piece of Governor Murkowski’s plan to start the state
toward a sound financial future. The $18.5 million in additional revenue from this
measure in Fiscal 2004 and the $20 million in subsequent fiscal years would help in our
efforts to continue providing essential public sen/ices.

I have enclosed a chart that shows the division of pull-tab proceeds in Alaska under
current law, the governor’s original proposal for a 5% tax on gross sales, and the
amended proposal for an 8% tax on gross sales with a 68% limit on prizes. The prize
limit is designed to ensure that charities do not have to absorb the cost of the tax
increase. In fact, they could receive more money than under the existing law. The
state currently receives about $2 million a year from taxes on pull-tab games, and the
governor's amended proposal would raise that to a total of more than $22 million in a

full fiscal year.

Please let me know if you have any questions about this legislation. We are ready to
assist you in any way possible to move this important legislation to passage.

Sincerely,

William A. Corbus
Commissioner

C: Mike Tibbies

04'D2|_H printed on recycled papc
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Revenues from Charitable Gaming - Based on $274 million* total gross receipts from pull tabs

Total gross receipts
Total prizes
Total expenses

Net profit to charities

Taxes, fees to state

Current Law

Split Percent
$274.0
$213.7 78%
$34.0 12.5%
$23.3 8.5%
$2.0 0.8%

Governor's Original

Proposal
Split
$274.0
$197.3
$34.0
$28.7
$14.0

*Total gross receipts from charitable gaming is $357 million

Percent

72%
12.5%
10.5%

5%

Governor's Amd

Proposal
Split Percent
$274.0
$186.3 68%
$34.0 12.5%
$31.3 11.5%
$22.4 8%
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STATE OF ALASKA
2003 LEGISLATIVE SESSION

L N O TE

Fiscal Note Number:

Bill Version: CSSBI02(STA]

(| Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: Revenue

Title Charitable gaming revenue BRU Revenue Operations
Component Tax Division

Sponsor Rules Committee

Requester Senate Finance Committee Component No. 2476

(Thousands of Dollars)

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2004
Personal Services 125.0
Travel 15.0
Contractual 22.0
Supplies 3.0
Equipment 15.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 180.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) 9,000.0
FUND SOURCE
10C2 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 180.0
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 180.0

Estimate of any currentyear (FY2003) cost:
Mark this box (X) if funding for this bill is included in

POSITIONS

Full-time 2
Part-time

Temporary

anaLysis:  (Altach aseparate page if necessary)

FY 2005 FY 2006 FY 2007 FY 2008
125.0 125.0 125.0 125.0
15.0 15.0 15.0 15.0

12.0 12.0 12.0 12.0

3.0 3.0 3.0 3.0
155.0 155.0 155.0 155.0
10,000.0 10,000.0 10,000.0 10,000.0

(Thousands of Dollars)

155.0 155.0 155.0 155.0
155.0 155.0 155.0 155.0
0.0

the Governor's FY 2004 budget proposal:

FY 2009
125.0
15.0
12.0
3.0

155.0

10,000.0

155.0

155.0

This legislation would increase the state's charitable gaming tax rate from 3 percent of net on pull-tabs (actual
gross less prizes) to 15 percent of ideal net for pull-tabs (the amount that would be left after prizes assuming all of the
pull-tabs in a series are sold). This marks the first change in tax rates since 1988. This legislation would not change

the state tax rate on raffles, bingo and other charitable gaming.

The tax increase would take effect July 1, 2003. The Department of Revenue estimates the increase will

generate $10 million in additional state revenue for a full fiscal year, with approximately $9 million in Fiscal 2004

because the state would receive the higher revenues for 11 months in the fiscal year.

after sales for distributors on pull-tab games.)

See attached page for more information on the revenue and program costs.

Phone 465-3410

Prepared by: Jeff Prather and Larry Meyers
Division Tax Division

(Taxes are paid one month

Date/Time 5/6/03 6:22 PM

Date_5/6/2003

Approved by: Larry Persily, Deputy Commissioner

Agency Department of Revenue

(Rovised a/Momb)

Page Lof 2



Department of Revenue
Charitable Gaming Revenue
CSSB102(STA)

Page 2 of2

Operating Expenditures

The Department of Revenue is requesting general fund program receipts to cover the cost of one
Revenue Auditor Il position and an Investigator Il position. With such a large increase in taxes
due the state (an estimated S10 million per year), the department anticipates the need to
strenuously verify the ideal net that the tax increase is based upon. A lack of sufficient staff to
verify, audit and enforce the state’s higher charitable gaming tax rate would exacerbate an

already serious shortage in the state’s enforcement efrort.
The projected annual salary cost for these new positions totals S 125,000.

The department is also requesting one-time Fiscal 2004 funding of S15,000 for equipment and
S 10,000 for start-up contractual costs.






STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

F1S C A

L N O TE

Fiscal Note Number:

Bill Version:
() Publish Date:

Department:

Title:

Public Construction Project Requirements

BRU:
Component:

Senate Rules

CSSB 111(L&C)

Labor and Workforce Development
Labor Standards and Safety
Wage and Hour

Sponsor:

Requester: Senate L&C

Component Number:

Expenditures/Revenues

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 44.7 44.7 44.7 44.7
Travel
Contractual 7.2 7.2 7.2 7.2
Supplies 2.0 0.2 0.2 0.2
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 53.9 52.1 52.1 52.1
CAPITAL EXPENDITURES
CHANGE IN REVENUES (Gen Fund 1004 ) | 2,500.0 2,500.0 | 2,500.0 2,500.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 53.9 52.1 52.1 52.1
1005 GF/Program Receipts
1037 GF/Mental Health
Other

TOTAL 53.9 52.1 52.1 52.1
None

Estimate of any currentyear (FY2003) cost:

Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

(Attach a separate page if necessary)

345
FY 2008 FY 2009
44.7 44.7
7.2 7.2
0.2 0.2
52.1 52.1
2,500.0 2,500.0
52.1 52.1
52.1 52.1
1 1

This bill would amend AS 36.05.040 to require bi-weekly rather than weekly submission of certified payrolls to the
Department of Labor and Workforce Development (DLWD), and the addition of a new section under AS 36.05.045 to
institute a reporting requirement to DLWD at the beginning and end of a project. In addition, DLWD proposes to

institute a new fee at the beginning of a project.

(Continued on second page.)

Prepared by: Grey Mitchell, Director
Division:
Approved by:
Agency:

Labor Standards & Safety

Greg O'Claray, Commissioner
Department of Labor and Workforce Development

Phone: 465-4855
Date/Time: 4/16/03 8:10 AM

Date:_04/16/03

For distribution Information, call the Governor’s Legislative Office

(Rov i/262000 omb)

Page__ 1
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 111(L&C)

2003 LEGISLATIVE SESSION

ANALYSIS: (continued)

Under the new plan, contractors will submit an affidavit of compliance at the beginning of a project certifying intent to

Submission of the affidavit of compliance will include a payment of one percent of
Projects of less than $25,000 will require filing of the

The contractor will continue the current practice of submitting

comply with prevailing wage laws.
the total contract value, up to a payment cap of $5,000.
affidavit, but are exempt from the payment of the fee.
payrolls to contracting agencies where required.

The department will be required to develop an electronic payroll fiing system to be available to contractors by July

2004.

Based on a five-year average, with an estimated 1,000 projects opening per year and with an average contract value
of approximately $250,000, revenue is projected to be approximately $2,500,000 in the first year. Succeeding years

will increase or decrease with the number and value of public contracts let.

The department requests a new position: an Accounting Technician |to receive and account for the fees and

manage the affidavits and certified payrolls in the Anchorage office.

The department proposes to begin collecting the fees July 1, 2003.

Page 2 of 2
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Mar 26 03 04:00p Rrdis 1-907-562-2587

A laska State Legislature

Please enter into the record my testimony to the Labor and Commerce Committee
committee name

Committee on SB-111 Date March 26, 20U3
bill r / subject

We oppose SB-111.

This bill eliminates the reporling requirements of payroll information by contractors and
subcontractors performing work on public contracts during construction.

This bill further encumbers the Wage and Hour Division by requiring them to seek information
that had been directly provided to their office by employers. They will have to seek this
information from many different contracting agencies.

This legis'dtion creates the opportunity to reward those who would disregard Title 36 statutes,
to the detriment of honest contractors. The oversight of Title 36 statutes would be effectively
eliminated during the construction process, which is when violations actually occur. The
elimination ofthe reporting requirements invites violations.

Please maintain the integrity of our public process and reject SB-111.

Signed: x X Robert Buch
Testifier

UA Local 367 Plumbers and Pipefitters
Representing (optional)

610 W. 54Ih Anchorage. AK 99518
Address

1907") 562-2810
Phone number
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CS FOR SENATE BILL NO. 111( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

” TWENTY-THIRD LEGISLATURE -FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL
FOR AN ACT ENTITLED
"An Act relating to the submission of payroll information by contractors and
subcontractors performing work on a public construction contract: requiring a notice of
work by employers on public construction contracts; providing for the withholding of

final payment for public construction contracts; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 36.05.040 is amended to read:

Sec. 36.05.040. Filing schedule of employees, wages paid, and other
information. All contractors or subcontractors who perform work on a public
construction contract for the state or for a political subdivision of the state shall, before
the Friday of everv second [EACH] week, file with the Department of Labor and
Workforce Development a swom affidavit for the previous reporting period
[WEEK], setting out in detail the number of persons employed, wages paid, job
classification of each employee, hours worked each day and week, and other

information on a form provided bv [THAT] the Department of Labor and Workforce

*1* CSSB11H )
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WORK DRAFT WORK DRAFT 23-GS1119\H

Development [REQUIRES].
* Sec. 2. AS 36.05 is amended by adding a new section to read:

Sec. 36.05.045. Notice of work and completion; withholding of payment,
(@) Before commencing work on a public construction contract, the person entering
into the contract with a contracting agency shall designate a primary contractor for
purposes of this section. Before work commences, the primary contractor shall file a
notice of work with the Department of Labor and Workforce Development. The
notice of work must list work to be performed under the public construction contract
by each contractor who will perform any portion of work on the contract and the
contract price being paid to each contractor. The primary contractor shall pay all
filing fees for each contractor performing work on the contract, including a filing fee
based on the contract price being paid for work performed by the primary contractor's
employees. The filing fee payable shall be the sum of all fees calculated for each
contractor. The filing fee shall be one percent of each contractor's contract price. The
total filing fee payable by the primary contractor under this subsection may not exceed
$5,000. There is no fee for a contract under which the total amount payable by the
contracting agency is less than $25,000. In this subsection, "contractor" means an
employer who is using employees to perform work on the public construction contract
under the contract or a subcontract.

(b) Upon completion of all work on the public construction contract, the
primary contractor shall file with the Department of Labor and Workforce
Development a notice of completion together with payment of any additional filing
fees owed due to increased contract amounts. Within 30 days after the department's
receipt of the primary contractor's notice of completion, the department shall inform
the contracting agency of the amount, if any, to be withheld from the final payment.

(c) A contracting agency

(J) may release final payment on a public construction contract to the
extent that the agency has received verification from the Department of Labor and

Workforce Development that

(A) the primary contractor has complied with (a) and (b) of this

section;

CSSB 111( ) 2
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WORK DRAFT WORK DRAFT 23-GS1119\H

(B) the Department of Labor and Workforce Development is
not conducting an investigation under this title; and

(C) the Department of Labor and Workforce Development has
not issued a notice of a violation of this chapter to the primary contractor or

any other contractors working on the public construction contract; and
(2) shall withhold from the final payment an amount sufficient to pay
the department's estimate of what may be needed to compensate the employees of any
contractors under investigation on this construction contract, and any unpaid filing

fees.

(d) The notice and filing fee required under (a) of this section may be filed

after work has begun if

(1) the public construction contract is for work undertaken in

immediate response to an emergency; and

(2) the notice and fees are filed not later than 14 days after the work

has begun.

(e) A false statement made on a notice required by this section is punishable
under AS 11.56.210.
* Sec. 3. AS 36.05 is amended by adding a new section to read:
Sec. 36.05.900. Definitions. In this chapter,

(1) "contracting agency" means the state or a political subdivision of
the state that has entered into a public construction contract with a contractor;

(2) "public construction" does not include alterations or repairs of less
than $100,000 undertaken by tenants of a building owned or controlled by the state for
government or public use after the initial construction or acquisition of the building by
the state, notwithstanding AS 36.95.010.

* Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section to
read:

CURRENT PUBLIC CONSTRUCTION CONTRACTS. Notwithstanding

AS 36.05.045, added by sec. 2 of this Act, a contractor or subcontractor that began work on a

public construction contract before July 1, 2003, but has not completed the work before

July 1, 2003, shall file a notice of work with the Department of Labor and Workforce

3- CSSB 111( ) |
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WORK DRAFT WORK DRAFT 23-GS1119H

Development. The contractor or subcontractor shall file the notice not later than 30 days after
the Department of Labor and Workforce Development provides the contractor or
subcontractor with a copy of the notice form. The contractor or subcontractor is not required

to pay a fee for filing.

* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:
ONLINE PAYROLL REPORTING. Not later than July 1, 2004, the Department of
Labor and Workforce Development shall provide for filing of payroll reports as required in
AS 36.05.040, amended by sec. 1 of this Act, by secure online electronic filing.

* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to

read:
TRANSITIONAL PROVISIONS: REGULATIONS. Notwithstanding sec. 8 of this
Act, the Department of Labor and Workforce Development may proceed to adopt regulations
necessary to implement the changes made by this Act. The regulations take effect under
AS 44.62 (Admin’strative Procedure Act), but not before the effective date of the relevant
statutory change.
* Sec. 7. Sections 4 and 6 of this Act take effect immediately under AS 01.10.070(c).

* Sec. 8. Except as provided in sec. 7 of this Act, this Act takes effect July 1, 2003.

CSSBLK ) 4
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RE: Senate Bill 111
Good Afternoon esteemed members of the Senate Labor & Commerce committee:

My name is Vince Beltrami, I am a resident of South Anchorage and one of Senator
Bunde’s constituents. lalso serve as President of the Anchorage Building &
Construction Trades Council. am not sure if this correspondence will get to you too late

or not. 1 hope not.

Iwould like to start off by saying that frankly 1do not think whoever’s brain child this bill
was seems to have thought this thing all the way through. Itis bad legislation. The
Governor has been preaching about tightening the fiscal belt and despite the analysis in
the fiscal notes attached to this bill which makes claims to the contrary, this bill will cost
the Department of Labor money. Ifyou let those certified payrolls go out the door the
department will be chasing them all over the state to the myriad contracting agencies
instead of having at their fingertips all the information necessary, as they presently do. to
efficiently and expeditiously process a certified payroll violation claim. And it will jusl
about eradicate enforcement of prevailing wage violations.

The net effect will be to cost all the contracting agencies lots of unnecessary resources
to handle their own certified payrolls. It will eventually become a case of the fox
watching the hen house because the agencies are not going to want to invest the time
and money necessary to collect and monitor the payrolls. The agencies Wuiii their
projects done, they don’'t want holdups or things like pesky wage violations to slow down
their projects so the agencies will have no incentive to embrace this. The contractors
will eventually not have a level playing field and Alaskan residents will suffer erosion of
wage standards and exposure to unsafe installations as a result.

The Prevailing Wage program ensures that all contractors working on public construction
projects pay the same costs for labor, thereby preventing an unfair competitive
advantage based on the use of cheap imported labor.

The Title 36 program is modeled after the federal Davis-Bacon Act which was enacted to
protect the employees of contractors performing public works construction from
substandard earnings, and to preserve local wage standards.

e The Governor’s reasoning for introducing this bill is flawed, hie cites a double
filing requirement, stating that contractors are required to file payroll records with
both the contracting agency and DOL. My understanding is that this is not
accurate. This may be true under certain limited circumstances dealing with
Federally funded projects and state agencies that may be involved with projects
that have federal funds in them. However, for nearly every agency affected under



Title 36, contractors need only file certified payrolls with the Wage & Hour
Department and not the contracting agency.

The governor stated that eliminating this filing requirement would be an
administrative savings to the department. On the contrary, it would only
eliminate one wage & hour technician position, a range 12. A position which
costs the state less than S40K per year. And a position which has much greater
responsibility then just filing certified payrolls as the introductory paragraph of the
bill would have you believe. At the same time it would create additional worl '.oad
for wage & hour investigators and ultimately end up costing the department more

money.

This bill would actually cause a drain on DOL wage & hour investigators time.

If  may offer a Simple Example: lets say a worker walks in with a complaint. He
has worked for Contractor X on a number of jobs. Presently, the wage & hour
investigator can access any of the certified payrolls for Contractor X on file with
the Department, irrespective of who the contracting agency is. The investigator
can check to see if this contractor has an approved fringe benefit plan and can
quickly ascertain if there has been a t/iolatiori. Conversely, if this bill were to
pass, the wage & hour investigator would have to find out who the contracting
agencies are for the various jobs that Contractor X is performing, contact each
agency, request the payrolls from that agency and wait for them, then try to
determine if the contracting agency knows whether the contractor has an
approved fringe benefit plan and then, only after much wasted time and financial
resources from DOL and the contracting agency, finally make a determination of

whether a violation has occurred or not.

Commissioner O’Claray has stated that Title 36 enforcement has been ineffective
to non-existent. lwould agree. Bui only in so much as the Department has not
exercised its authority as outlined in the Title 36 statutes over the years. Take, for
example, Sec. 36.05.060. of the Title 36 booklet. This section states that a
contractor who violates this chapter is guilty of a misdemeanor, and upon
conviction is punishable by a fine of not less than $100 nor more than $1000, or
by imprisonment for not less than 10 days nor more than 90 days, or by both.
There are several other fine and penalty provisions in the statutes. The Title 36
statutes do have teeth in them, its only a matter of whether the Department Chief

wants to bite or not.
As learlier mentioned it will be a Burden on contracting agencies

ltwill drain their resources. All contracting agencies in the state will have to
create a system for handling certified payrolls, will have to ascertain whether
contractors have fringe benefit plans or not which will require assigning or hiring
employees to handle these functions, set up databases, and be able to comply
with Requests for Information from the general public within 10 days as required
by law, and in general take on more liability. And my guess is more than likely
this will also cause a revamping of audit requirements for each contracting

agency.

Fringe benefit plans



Currently under 8AAC30.025 employers must remit contributions to union
trusts, approved private pension plans, or other approved fringe benefit plans. |
believe presently it is the job of wage & hour investigators to either approve or
register approved plans. This function may also be passed on to the contracting
agencies, who would have to assure that employers have approved plans and are
only making deductions which would be allowable under the circumstances. An
example of yet another burden for the contracting agencies.

» Additionally, the wage & hour tech position is much more than just a filing
position. This position is the single point of contact for all questions from
contractors to employees to other concerned parties like myself when it comes to
understanding filing requirements. What expert will the employers turn to about

advice on how to comply.

e One part of the proposal does have merit however. | believe that if the proposed
fee structure were implemented, and at least a portion of those funds (estimated
at $1.15 million in annual revenue) ear marked for Title 36 enforcement, we could
have a more effective program, perhaps hire another wage and hour technician
or two plus a couple of enforcement officers statewide to more closely monitor
this program, ensuiing that the stated objectives of the prevailing wage program
are achieved, that all contractors working on public construction projects pay the
same costs for labor, thereby preventing an unfair competitive advantage based
on the use of cheap imported labor, thus further ensuring safe, professional
construction installations in the state of Alaska.

In summary, this bill is irresponsible and not well thought out. It will be a
burden on contracting agencies which will translate into an even more lax
enforcement situation which will ultimately cost contracting agencies, the
DOL, and the public at large a great expense and create a disservice to the
working people of Alaska, your constituents. For these reasons | oppose
HB155 in its present form and respectfully request that you consider killing

this bill in its present form.

Sincerely,

Vince Beltrami



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2003 LEGISLATIVE SESSION Bill Version: SB 111
(S) Publish Date: 3/6/03

Revision Date/Time (Note if correction): Department: Labor and Workforce [P\Elq:]m
Title: AnAd relat toti1e submission of payrdll  eru: Labor Standards and
Iﬂf(]‘I’I'BIIG‘l WCOIT[ (IS am SUbCOﬂtI’aCIOI’S Component: W al‘d le

Sponsor:

Requester: Govermor Component Number: 45

Expe.iditures/Revenues (Thousands of Dallars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services
Travel

Contractual
Supplies
Equinment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
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This bill would amend AS 36.05.040 to require weekly submission of certified payrolls to the contracting agency
rather than to DLWD, and we propose the addition of a new section under AS 36.05.045 to institute a reporting
requirement to DLWD at the beginning and end of a project only. In addition, DLWD proposes to institute two new

fees. This proposal is modeled after a similar plan in the State of Washington.
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 111 FN#1

2003 LEGISLATIVE SESSION

ANALYSS  (cortinued)

Instead of the weekly submission of certified payrolls to the department, contractors will submit an affidavit of
compliance at the beginning and at the end of a project certifying compliance with prevailing wage laws. Submission
of each of these affidavits will include the payment of a $100.00 fee. The contractor will continue the current practice |

of submitting payrolls to the contracting agency.
This will eliminate the duplicate volume of paper that is currently processed through the DLWD certified payroll
program and also provided to the contracting agency. Itwill also allow the elimination of the Wage and Hour

technician position that currently files the payrolls. In the event of a prevailing wage complaint, the department will
obtain the certified payrolls from the contracting agency for audit purposes. Itis anticipated that enforcement activity

levels will remain the same.

Based on our estimate of 2,300 projects with an average of 5 contractors per project, revenue is projected to be
about $1,150,000. Our proposal is to begin collecting the fees July 1, 2003.
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Frank H. Murkowski
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AOBENRaEV, -
STAIEAKLB State of Alaska Wi OV STATE A 0s
OFFICE OF THE GOVERNOR
JUNEAU

March 5, 2003

The Honorable Gene Therriault
President of the Senate

Alaska State Legislature

State Capitol, Room 107
Juneau, AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, |1 am
transmitting a bill relating to the submission of certified payroll records by
contractors and subcontractors performing work on public construction

projects.

Currently, under AS 36.05.040, contractors and subcontractors
performing work on public construction contracts are required to file certified
payroll records each Friday with the Department of Labor and Workforce
Development. The Department of Labor and Workforce Development
recognizes that many contracting agencies require contractors and
subcontractors to file payroll records with them as well. This bill would reduce
the double filing requirement on contractors and their subcontractor s to file

certified payroll records.

In lieu of filing certified payroll records with the Department of Labor and
Workforce Development, each contractor and subcontractor would be required
to file a Notice of Intent to Pay Prevailing Wages with the Department of Labor
and Workforce Development along with a $100 fee. The Notice of Intent to Pay
Prevailing Wages would provide identifying information about the project, the
name of the contractor or subcontractor, and a statement that the contractor
or subcontractor will comply with the Little Davis Bacon Act. Furthermore,
when the contractor or subcontractor completes its work on the public
construction project, an Affidavit of Wages Paid stating that the contractor or
subcontractor has completed work on the project and has complied with the
requirements of the Little Davis Bacon Act will be required.
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The Honorable Gene Therriault
March 5, 2003
Page 2

Eliminating this weekly filing requirement with the Department of Labor
and Workforce Development and requiring the new fees would be an
administrative savings to the department as well as generating an annual
revenue of $ 1.15 million.

| urge your prompt and favorable action on this measure.

Sincerely,

Frank H. Murkowski
Governor



Briefing Paper - SB 111
Alaska Department of Labor of Workforce Development

This bill will alter the language Title 36 of Alaska Statutes so that contractors on public
works projects are no longer required to subm it weekly-certified payrolls (CPR ) to the

Department of Labor and W orkforce Development (DO L)

I'n t '.ace o f the C PR , all contractors or subcontractors on apro]eclmusl'l\e w ith the D O
. Notice of INteNt .o v e rorm pubiic work, atons with a s100 00 fee. The notice woultd
be on a form provided by the department and include identifying information about the
project and the contractor and a statement that the contractor fully understands his/Zher
responsibilities to workers under Title 36 and will com ply w ith its requirements. The

Notice Of INteNt v 111 iniorm he depariment that cach contracior is aware of the proper

prevailing rates of pay
At the end of their portion of the project each contractor or subcontractor will file w ith
o o o .o Affidavit of Compliance, o « 1o rn proviaes by the epaitment srong Wit
$100 .00 fee. T h e affida' :t will state that the contractor has com pleted w o r k on the
project and have complied with the requirements of Title 36 w ith regard to payment of
proper prevailing wages and residence preference. The Affidavit of Com pliance will
provide an instrument for closure on projects and a sworn attestation of com pliance with

the Act

The advantage to contractors is that they will no longer have to file the C P R 's w eek. Iy
w ith the department. In most cases where federal m oney is involved, CP R 's are alread.y
filed with the contracting agency This will eliminate the duplication, yet the payrolls
will be accessible for audit purposes in the event of a complaint or investigation The
contracting agency will not be required to audit the payrolls, although the Department of
Transportation and Public Facilities (D O TPF) already performed certain tasks to satisfy
federal grants on most of their projects

Presently, m any contracting agencies will not m ake final payment on a project until they
have clearance from D O L Under this plan the department will check its files for the
final affidavits This will make the process of issuing a clearance m uch quicker and the
final payment to get to the contractor sooner

This bill will enable the department to put its resources in the field where they are needed

instead of tying then :to an office filing C P R



Opposition



Tr=voce of Sms' Business

ALASKA
March 21, 2003

Senator Con Bunde. Chairman
Senate Labor & Commerce Committee
Room 506 State Capitol

Juneau, Alaska 99801-1182

Subject: Senate Bill 111

Dear Senator Bunde

The Leadership Council ofthe National Federation of Independent Business voted recently to
oppose Senate Bill 111 and the com panion legislation, House Bill 155
The bill requires each contractor and subcontractor to file a notice o f intent to pay prevailing

wWages to the Department ofLabor and pay a $100 fee prior to beginning work on a public

construction project. An affidavit of wages paid mustalso be filed with the department upon
com pletion ofthe project with another $ 100 fee due at that time. This is particularly unfair to
small specialty contractors who work on numerousjobs with many taking a few days or less to

com plete

The Department of Labor has stated that the bill is an advantage to the contractor because they
will no longer be required to subm it weekly-certified payrolls to the Department ofLabor
However the bill requires that the contractor file a certified payroll each week with the

contracting agency on a form provided by the Department of Labor

The bill restricts a contracting agency from release of final payment until it has received

verification from the Department of Labor that the contractor and all subcontractors have

1) paid their fees,

2) that the Department of Labor is not conducting an investigation regarding payment
prevailing wages
3) and that the department has not issued a notice of violation to the contractor or a

subcontractor.

This appears that no contractor could be paid ifthe any ofthe contractors were in violation or
being investigated for violation o f this chapter.

Attached to this letter are six letters from small businesses regarding House Bill 155, the

com panion bill to Senate Bill 111

Sincerely,

Thyes Shaub, NFIB Lobbyist

National Federation of Independent Business - ALASKA
217 Second St.. Suite 206 « Juneau, AK 99801 « 907-463-5118 « Fax 907-462-5128 « wvwyv.nfib.com



NFI1B

The Voice of Small Business

ALASKA
March 21, 2003

Senator Ben Stevens, Chairman
Senate Labor & Commerce Committee
R oom 119 State Capitol

Juneau, Alaska 99801-1182
Subject Senate Bill 111

Dear Senator Stevens,

The Leadership Council ofthe National Federation of Independent Business voted recently to
oppose Senate Bill 111 and the com panion legislation, House Bill 155.

The bill requires each contractor and subcontractor to file a notice o f intent to pay prevailing
wages to the Department ofLabor and pay a $170 fee prior to beginning work on a public
construction project. A n affidavit ofwages paid must also be filed with the department upon
com pletion ofthe project with another $100 fee due at that time This is particularly unfair to
small specialty contractors wh. work on numerous jobs with many taking a few days or less to

com plete.

The Department of Labor has stated that the bill is an advantage to the contractor because they
will no longer be required to subm it weekly-certified payrolls to the Department of Labor
However the bill requires that the contractor file a certified payroll each week with the

contracting agency on a form provided by the Department ofLabor

The bill restricts a contracting agency from release of final payment until it has received
verification from the Department of Labor that the contractor and all subcontractors have:
1) paid their fees,
2) that the Department ofLabor is not conducting an investigation regarding payment
prevailing wages
3) and that the department has not issued a notice of violation to the contractor or a

subcontractor

This appears that no contractor could be paid ifthe any ofthe contractors were in violation or

being investigated for violation o f this chapter.

Attached to this letter are six letters from sm all businesses regarding House Bill 155, the

companion bill to Senate Bill 111

Thyes Shaub, N FIB Lobbyist

National cederation of Independent Business - ALASKA
217 Second St., Suite 206 « Juneau, AK 99801 « 907-463-5118 « Fax 907-462-5128 « www.nfib.com
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T a m C onstruction, In c

General Contractor

10200 Nigh Road
Phone (907) 344-4581

P.0. Box 111186
FAX (907) 319-4731

Anchorage, AK 99511-1186

Thursday, March 13, 2003

cCc =*

Representative Tom Anderson _
Post-It'Fax Note 7671  Date rrdsl ]

Room 432

State Capitol .
Juneau AK 99801-1182 LS

*
Phono Phono ¢ ~———e e,

RE: HB155 Fax' -5 )0 A Fa*» r
Dispatching: Faxed to 907-465-2418

Dear Representative Anderson,

l oppose HB155.

m DOL states they will save money by eliminating the technician position but the
cost to the taxpayers is increased many times over by requiring each contracting
agency to establish a program and then hire a technician. Furthermore, who will
then process the filed notices and provide the verifications to the Contracting

Agencies?
* The fees are especially harsh on small specialty contractors who spend only a
few days at each jobsite. The result must be a sharp increase in price for their

work or they v.:l soon be out of business. This increase will be passed back to
the State as part of the construction contract price. Where is the savings in that?

RE: Sec. 2. (c) You can not reasonably withhold funds from the Contractor and
all subcontractors because one company is not in compliance. It is not justice

when all must pay for the crime of one.

In the DOL Analysis it is stated that “This will eliminate the duplicate volume of paper
that is currently processed”. If they wan* to save money why don’t they just
eliminate the requirements that create the "duplicate volume of paper”.

Please oppose HB155.
Sincerely,
Kathleen A. Eaton,

Sec.-Treas.

CC: Labor & Commerce Commj~cMftID~Sdcnt
"Specializing in underground construction and earthwork ™
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- From Charity A. Seslar
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Phone #
Ph.
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pnene

Fox 0 90/)789-0899
FX: (907)789-1208

E-mail: kevbook@aol.com

Representative Anderson
State Capitol
Juneau, AK

RE: House Bill #155

March 13, 2003

Dear Mr. Anderson,

The whole theory behind certified payroll reporting needs a good hard
look, and in my opinion should be eliminated entirely. The mere fact that the
reporting is required to begin with puts undue burden upon the employer. lcan't

IMAGINE attaching fees along with it.

Currently, I'have only one certified payroll client. This client has on
average, at any given time has at least 6 certified jobs active at the same time.
Although generally, he and his one employee may work on only one or two jobs
per week, we are STILL obligated to file weekly ZERO reports for the jobs with
NO activity. |have one job that I've been filing zero reports now for months.
Some jobs are shortterm, perhaps a month, from start to completion, barely
leaving time to even GATHER the DOL job number from the state. Whether my
client has activity on a job, or not, he is paying for my time to file these reports.

If Iwere convinced that any of this busy work-paper shuffling even made a
difference in the lives of the laborers that it is intended to protect, I might have a
different atvitude on the subject. But, to my knowledge, these reports are not
even being reviewed in a timely matter (if at all), by DOL.

The irony to all of this is that if an employer were being dishonest and
chose to break the wage and hours laws, there is no other reconciliation in place
to cross check with any other payroll records that the company maintains. |
wonder if the $200.00 fee could even begin to cover the costs of clearing up the


mailto:kevbook@aol.com

current reporting backlog, let alone improving upon it ihe whole thing is entirely
meaningless.-
I would also imagine that if an employee was not being paid the correct

prevailing wage under AK State law, the DOL would be the FIRST to hear about
it DIRECT FROM THE EMPLOYEE. The laborers out there are far smarter that

they're being given credit for.

I've worked closely with the DOL (mainly the unemployment tax division)
for seven years, and have found them to be the most helpful department of ALL
of the government agencies. Let them focus on other issues that truly matter,

and eliminate the busy work that serves absolutely no one.

Thank you for your time.

Charity A Seslar
Owner, Key Bookkeeping



GENERAL CONTRACTORS

1964 Co”™Xi'C'?21>ive
KoH

(007; * 53-2423 Fax 150" 2~5-301S

March 13, 2003

Representative Tom Anderson

Stato Capita
Juneau, AK

Fax 907-465-2428
Re: Opposition to House Bill #155

Mr. Anderson:

As a small contractor who is already scrambling to ke(e)B up with costs | find it
incredible that the state s conmde,rmg adding & $200.00 per contractor fee_for
the submission of payroll information Yo DOL.™ The average construction project
probably has four to five subcontractors plus the general contractor. You are
asking Us to add $1200.00 to the cost of each public contract awarded plus
whatever additional cost we might incur, conservatively $50.00 per contractor
Involved, for a total of $1500.00. A very large_contract with many tiers of

subcontractors could run ten times that amount.” To add this cost and drive up
the cost of public contracts at a time when the State is looking everywhere for

ways to save money makes no sense. This plus the huge administrative burden
you place on the small contractor is not right.

| strongly object to any consideration of HB 155!
Sincerelg
K-C CORPORATION

Byron D. Kohfield
President



CONSOLIDATED ENTERPRISES, INC.

533 £ 91ST AVENUc « ANCHORAGE. ALASKA 99518-31.15

March 13, 2003 TELEPHONE (907) 344-4567 . FAX (907) 349-6390

Rc: House Bill No. 155

Dear Thyes Shaub:

This letter is to inform you of our objectton of House Bill No. 155.

Itis inouropinion that AS 36.05.040, in its amended vcrbage is not feasible or reasonable to thegeneral
contractor, subcontractor, or contracting agency for the following reasons-

1 Each specific contracting agency will not be uniform and consistent in their knowledge or
application of the certified payroll requirements. What is acceptable procedure to one agency

may not be to another.

2. Each specific contracting agency is not equipped to handle this paperwork burden. At this
time, there ore contracting agencies that do not even require the certified pay-roll form be sent

to them, as they can get an accurate clearance from the Department of Labor.

3. Eliminating one Wage and Hour technician that is filing the certified payrolls is a mute point.
The Department of Labor will surely need help in filing affidavits and collecting fees from the

proposed AS 36.05.045.

4. Each contracting agency will need to hire additional help to handle the additional paperwork
burden. This cost will surely be passed down to the taxpayer.

This house bill puts too much authority and power in the hands of the contracting agency. Will each
contacting agency then have the power to fine contractors and subcontractors for not filing timely certified
payroll forms? Where will the fine line of the contracting agencies power to collect the certified forms and

their power to enforce their quality be drawn?

The proposed AS 36.05.045 is outrageous! Requiring that a contractor pay S100 00 for their intent to
comply with legal statutes is not acceptable. Where will this stop’ Shall we then have to pay for our intent

to contribute fringe benefits to the appropriate trust, as required in AAC 30.025?

If that is not enough, AS 36.05.045, as proposed, will then require contractors to pay for an affidavit
stating they did comply with the law, and pay yet another $100.00. Only then, will we be able to collect

our final payment on a project.

It is our belief that there are problems with the Department of Labor’s paperwork burden. We do not
believe that this House Bill is conducive to solving that problem

We respectfully request that you do not support this bill

Sincerely,

consolidated enterprises,inc.

Fred Lind
President



Alpine Qeneral Contractors, One.

P.O. Box 2009B5
Anchorage, Alaska 99520

(907) 522-2100
PAX 522-2111

March 13, 2003

Representative Tom Anderson
Fax 465-2418

Re: Opposition to House Bill U155

Mr. .Anderson,
We object strongly to FIB 155 for several reasons.

£1 - The additional S200.00 fees are going to be charged back to the owners of the
projects - who arc all public entities subsidized by our taxes, making those projects cost
more. Actually most companies will probably charge back more than $200 because of

the extra paperwork & time involved in filing.

#2 - The fees are to be charged regardless of the size of the contract or subcontract - We
are frequently on multi million jobs where we do under S2.000.00 or even under
S1,000.00 worth o f work.

#3 - Each of the contracting agencies are going to be forced to hire more personnel to
maintain the certified payroll records, now the costs have risen again for the project.

A4 - Payment for completed work is going to be delayed further while DOL makes sure
we've complied, this is not required by the present system as they have the records.

45 - The additional S200.00 fees - According to the DOL analysis you will be
eliminating a Wage & Hour Technician - however now you’ll have to have someone call

& verify to the contracting agencies that the contractors have complied - you haven't
really incurred new costs nor have you cut personnel.

Please do not support this bill.

Sincerely,

Harold L. Homer
President

CC: Labor & Commerce Committee Members
Thyes Shaub, NFIB Ak State Director
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construction surveys

| Date 3/24/2003
(907) 3£4-5505 2003,
(907) 344-4-775 (fax) umber ofpages inducting cover
heet
FROM: Michael Kahler
TO: Con Bunde Alaska Construction
Laborgnd Commerce Surveys,LI/3
Committee 4141 B Street
Suite 203
Anchorage, Alaska
99503
Phone E-Mcdl Mnnikdc@gd.net
Pax Phone 907-465-3871
CC: Scott Ogan, 907-465-3265
REMARKS: 0 Urgent X Foryour review Q ReplyASAP Q Please Comment

Senate Bill 111
| reside in Chugiak and am opposed to Senate Bill 111,

This bill looks like smoke and mirrors to me.

The extra fees will merely be added to the cost of construction and paid for by the
owner, be it State Municipality, Borough or School District.

We are required to pay Davis Bacon wages and to submit Certified payroll on a weekly
basis at present, vhiat purpose does the “Notice of intent to pay Prevailing wages”

fulfill?

The department of Labor will not save money; they will just change job titles for the
person processing the certified payroll.

| applaud everyone’s efforts to tut the fat’, but let’s be realistic. Changingjob titles

and shifting cubicle walls isnt saving anyone anything. Adding more expense and
overhead burden to contractors does add to the cost of construction.

Please, tally me against Senate Bill 111.

Thank You,

Michael S KahleV, LS L
AlaskaSConstruction Surveys, LLC 0
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Mar 21 03 11:41p Alpine Gonaral Cont rnc 807 522 2111

Jflpine Qmeral Contractors, Jttc.

P.0. Box 200985
Anchorage, Alaska 99520

(907) 522-2100

March 21,2003 FAX 522-2111

Senator Con Bunde
Fax 465-3871

Re: Opposition to Senate Bill #111

Mr. Bunde,
We object strongly to SB 111 for several reasons.

#1 - The additional $200.00 fees will be charged back to the owners o fthe projects. Therefore
what DOL has brought in, iu fees will be charged back to DOT, Anchorage School District,
MOA, and any and all other public agencies having work done. So therefore whatDOL has
brought in hasjust cost all other public entities more money & it will be more than the $200.00
because o fthe extra paperwork & hassle involved. A good number o f contracting agencies do
not take the certified payrolls now, so there is no double filing ona bt ofjobs but now they will
have to hire extra personnel to handle the paperwork and there will not be the continuity there is
today. So have we really made money? These public entities are all funded Ixy tax dollars. This
isjust ashell game o f moving the money around, & it will cost far more than h does now.

#2 - DOL says they are going to be abb to cut a Wage & Hour Tech. They may cut the position
o fthe person who now handles the certified payrolls, but now they have to hire someone to file
the affadavits & then they have to verify that contractors have complied by checking with the
contracting agency (when before they had the paperwork) and they have to send out rebases. So
now we've replaced the former Wage & Hour Tech with a new body. So how did they save any

money by firing the Is person?

#3 - The fees are to be charged regardless of the size ofthe subcontract We are frequently on
multi million jobs where wc do under $2,000.00 or even under $1,000.00 worth ofwork. We ate
just going to tack it back on our bill to the general contractor who will get to t.tck it on to his bilk

This really doesn’t seem to have been very well thought out. | get the impression that as
contractors we were all supposed to just eat the $200.00 on each job & be so happy to work at

our previous prices.

Please do not support this bill.

mjScqucune D. Homer
Secretary/Treasurer

CC: Labor & Commerce Committee Members
Thyes Shaub, NFIB Ak State Director

1
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“The Solutions Company”

D ate: M arch 24,2003

To Senator Ben Stevens

Chairman of the Senate Labor & Commerce Committee

Subiject H B 155

| object to the passage of HB 155 because itwould neither save m oney for the state nor would

generate any additional revenue In the long run itmay actually end up costing the state m ore

m oney since contractors/subcontractors would not be able to absorb the extra costs w hich would

include not only the pre and post contract fees but also the cost ofadditional man hours to

com plete the additional paperwork associated with these fees They will have to increase the bid
amounts which would make any project thatm uch more expensive for the state The D O L
analysis of this bill states * It will also allow the elimination ofthe W age and Hour technician
position that currently files the payrolls..." | do notbelieve this position w ill be eliminated The
technician would just have a different set of duties which would include keeping track o fall the
jobs and whether the contractors and subcontractors have filed their certifications o fcompliance
with associated fees.

HB 155 does notdeal with the different types ofcontracts or how they will be affected by this
bill How would acontractor deal with an umbrella contract thathas m any purchase/work orders
over the life o f the contract? W ould this contractor have to waituntil the end o fthe total contract

before he can expect final paymenton each purchase/work order completed under the contract?

On a contract that spans a year or more would a subcontractor who works at the beginning of the

job, and is in full compliance, have to wait until the very end o fthe job or longer to collect all the
monies due? The way “(c)” is written both o f these scenarios m ay occur
This bill does not take in to consideration the size of a contract/subcontract. A contractor w ho

has acontract for only $2500 would have to pay the same prc and post contract fees as a

contractor with a m uch large contract. The subcontractor m ay only have a contract worth $100

and would still be required to pay $200 in fees since the submission ofcertified payrolls and the

need to pay prevailing wages is based on the main contract amountand notthe subcontract

am ount
This bill will generate a lot of excess and unnecessary paperwork for buisinesses and

save any m oney for the state Please vote A G A IN ST this bill.

mjandt Julsen

Payroll Adm inistrator

Fam Phone (907) 561-0125

Fax- (907) 561-0!7A
b'-muil: tfcifa'iik.nci
Web- homce.eL-i.iK-l/-cci

Central Snvironmenlul, Inc.
700 Easil 4filh Avenue P.O. Oox 70212
Anchorage. AK 99503 Fairbanks, AK 99707
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March 24,2003

Senator Ben Stevens

Fax: 907.465.3872
Subject: H B 155 (Senate B ill 111)

l understand that you are the Chairman ofthe Committee that will be hearing H B 155
tomorrow at 1:30pm Il am writing on behalfofmy company,Davis Constructors and
Engineers, Inc., one o fthe largestgeneral contractors in the state o fA laska W e do not

supportthe proposed changes

W e are concerned with this attem ptto shift the paperwork burden related to the

enforcemento fprevailing wage rates from the Departmento fLlLabor (DOL) to the
contracting agencies D O L claims thatthey'll be able to eliminate one em ployee— a file
clerk— w hile we're left wondering how many employees will be needed at the various
contracting agencies to handle weekly certified payroll reports. Aren’'tallofthese

em ployees public servants? It seem s more logical and efficient to subm itreporting

required by the D O L to the D O L

I'f this bill is passed, contractors and subcontractors w ill be required to subm it tw o

certified reports with a $100 fee for each to the D O L for each project in addition to the

currently required weekly certified payroll reports. The contractors and subcontractors
will getnothing in return for their efforts and payments Over time, the cost of
construction projects (bom by the taxpayers) will increase to reflect these additional fees

(supposed to relieve the taxpayer burden).

In conclusion, we do not agree that the proposed changes will save taxpayers any money

and we are certain thatitwill make reporting more difficult,and expensive for contractors

and subcontractors. W c¢ trustthatyou will work on our behalfto preventthe passage of

Sinder&h

Klonna Pieper Nelson, CPA

Controller/Corporate Secretary

General - Commermal * Design Build Email: admin@davlsconstructors.com
Construction Management


mailto:admin@davlsconstructors.com
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SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 3/6/03 FURTHER:  Finance

Date of 5-Day Notice:, DATE TURNED
(in accordance with Uniform Rule 23) IN TO OFFICE:

Labor and Commerce Committee considered SENATE BILL NO. 113

SB 113 FINANCIAL INSTITUTION EXAMINATIONS/CFAB

"An Act relating to the frequency of examinations of certain persons licensed to engage in the business of
making loans of money, credit, goods, or things in action; repealing the requirement for a state examination
and evaluation of the Alaska Commercial Fishing and Agriculture Bank; and providing for an effective date.”

and recommends: Senate Bill:
[ ]same title
] be replaced with CS - ( ) [ jnew titie
House Bill:
] adopt previous _ CS (_ ) [ ]same title

[ jtechnical title

] attached amendment(s) [ 1 new: SCR #_

] adopt Letter of Intent by Committee

] further referralto Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#

[ ] APPRCPRIATION - no fiscal note

D Do N
SIGNATURES AND RECOMMENDATIONS: O ONOT  NoRec  Amend
Pass Pass
X
A
RS
>
@ < AA >

AT rh /!
Cha,r: (D



FISCAL NOTE

STATE OF ALASKA

2003 LEGISLATIVE SESSION

Revision Date/Time (Note it correction):

Title Financial Institutions/Examinations/CFAB
Sponsor Rules by Request of the Governor
Requester Senate Labor & Commerce

Expenditures/Revenues

Fiscal Note Number:
Bill Version: SB113
(O Publish Date:

Dept. Affected; DCED

BRU Banking, Securities & Corporations (115)
Component Banking, Securities & Corporations

Component No. 1233

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2004 FY 2005
Personal Services (75.0)

Travel (3.0)
Contractual (48.0)

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous

CAPITAL EXPENDITURES

FUND SOURCE

FY 2006 FY 2007 FY 2008

0.0 0.0 0.0

(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 OPERATING (126.0) 0.0
CHANGE IN REVENUES (51137) (25.0)
TOTAL (126.0) 0.0
126.0

Estimate of any current year (FY2003) cost:

0.0 0.0 0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:

POSITIONS

Full-time -1
Part-time

Temporary

ANALYsis:  (Attacha separate page if necessary)

FY 2009
0.0
0.0
X

This legislation changes the frequency of examinations of people licensed under the Alaska Small Loans Act (AS
06.20), and repeals the requirement for a state examination and evaluation of the Alaska Commercial Fishing and

Agriculture Bank (CFAB).

CHANGE IN REVENUE: We anticipate a loss of $25.0 in revenue as a result of examination fees no longer

collected.

Prepared by: Mark Davis, Director

Phone 907-269-8452

Division Banking, Securities & Corporations

Date/Time 3/6/03 3:40 PM

Approved b~Wj&ggar Blatchford, Commissioner

Date 3/6/2003

Agency Department of Community & Economic Development

(Rovisod 9/2002 0MB)
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Frank H. Murkowski P.0. BOX 110001
Juneau. Alaska 99BM-000I

(907& 465-3500

Fax ((’9 7) 465-3532

WWW.GOV.STATE.AK.US

Governor

GOVERNOR@GOV STATEAK.US State of Alaska

OFFICE OF THE GOVERNOR

Juneau

March 5, 2003

The Honorable Gene Therriault
President of the Senate

Alaska State Legislature

State Capitol, Room 107
Juneau, AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, | am
transmitting a bill that would give the Department more flexibility with regard
to the frequency of examinations of financial institutions and the Alaska

Commercial Fishing and Agriculture Bank.

Changing the date of frequency of examinations of Small Loan
Companies from 12 months to 18 months will bring the schedule for the
examinations in line with the rest of the banking code and eliminate the need
for additional bank examiners. The bill also eliminates the Division of
Banking, Securities, and Corporations’examination of the Commercial Fishing
and Agriculture Bank (CFAB). This examination is unnecessary, because
CFAB is required by statute to be audited annually by independent auditors

and is subject to legislative audit.

| urge your prompt and favorable action on this measure.

Sincerely,

Frank H. Murkowski
Governor

GOVERNOR'S TRANSMITTAL LETTER


http://WWW.GOV.STATE.AK.US
mailto:GOVERNOR@GOV.STATE.AK.US




FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2003 LEGISLATIVE SESSION Bill Version:
(O Publish Date:

CSSB 114 (L&C)

Revision Date/Time (Note if correction): Dept. Affected] DCED
Title Increase Business License Fee BRU Occupational Licensing (117)
Component Occupational Licensing

Sponsor Rules by Request of the Governor
Requester Senate Labor & Commerce Component No. 2360
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 146.4 146.4 146.4 146.4 146.4 146.4
Travel OO 00 OO 00 00 00
Contractual 30.0 30.0 30.0 30.0 30.0 30.0
Supplies 5.0 50 5.0 5.0 5.0 5.0
Equipment 12.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1934 1814 1814 181.4 181.4 181.4
CAPITAL EXPENDITURES
CHANGE IN REVENUES (1175) | 9,905.3 9,905.3 9,905.3 9,905.3 9,905.3 | 9,905.3

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other 1175 - BusLic Receipts 1934 1814 1814 1814 181.4 181.4
TOTAL 1934 181.4 181.4 1814 181.4 1814

Estimate of any current year (FY2003) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: [

POSITIONS

Full-time 2 2 2 2 2 2

Part-time

Temporary

ANALYsIs:  (Attach a separate page if necessary)

ICSSB 114(L&C) creates annual licensing for Business Licenses. The hill also proposes to make the
following changes te "-3current p-ogram -

1) Establish two categories of licensure: Sole Proprietors and All Others;

2) Establish annual fees at $100 for Sole Proprietors, and $300 for All Others;

3) Require tobacco endorsements attached to a business license to be paid annually, $100 per location.

Detailed explanation of the costs shown above are attached.

Phone 907-465-2144
Date/Time 4/30/03 4:13 PM

Prepared by: Jennifer Strickler, Administrative Manager

Division Occupational Licensing
Approved by: Edgar Blatchford, Commissioner Date 4/30/2003
Agency Department of Community & EconomicDevelopment

(Revised 9/2002 OMB) Page 1of 3



FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 114 (L&C)

2003 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

CSSB 114(L&LC): An act increasing the fee for a state business license...

PERSONAL SERVICES: $146.4

1- Administrative Clerk lll position, Range 10, PFT, located in Anchorage, $40.3
Currently, the business licensing program is supported by one dedicated position in Anchorage. By
switching from a biennial to annual cycle, this position is needed to support the increased workload of the

jprogram.

1- Analyst Programmer lll position, Range 18 PFT, located inJuneau, $65.8

The change in licensing from biennial to annual will require reprogramming and ongoing maintenance of
all business licensing programs including databases and the online licensing programs, receipting,
integration of online purchase/renewal systems and over-the-counter system for accepting credit card

payments, and reporting systems.

Funding for an Administrative Clerk Ill position, Range 10, PFT, located in Juneau, $40.3.

Currently, the position is funded by RSA from the Department of Health & Social Services for tobacco
enforcement related purposes; however, RSA funds are likely to be reduced. Maintaining this position
with business license receipts is essential to operating the business licensing program on an annual cycle.
This position processes business license applications, verifies payments and information provided for
issuance of tobacco endorsements, prints licenses with endorsements, and ensures sufficient numbers of

Tobacco Signs and Penalty lists are sent to the business owner.

TRAVEL: $0.0
No travel is required.

CONTRACTUAL SERVICES: $30.0

Funding needed to reprint basic forms, public notices, and revise regulations, $10.0
Funding needed to revise and mail renewal packets, $20.0

SUPPLIES: $5.0
Basic operating supplies to change licensing cycles.
EQUIPMENT: $12.0 (one-time costs)

Basic office equipment and work station configuration for the new positions.

REVENUE:
The revenue is based on the calculations shown on page 3.

Page 2 of 3



FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 114 (L&C)

2003 LEGISLATIVE SESSION

ANALYSIS CONTINUATION
CSSB 114(L&C): An act increasing the fee fora state business license...

REVENUE
Based on the total of 69, 315 business licenses on 4/17/03
Fee for Sole Proprietorship - $100. (Based on estimated dropout of 25% of 41,253 =10,313))

Fee for Corporation, Limited Liability Company, Partnership
Limited Liability Partnership, or Limited Partnership - $300.

Annual Revenue  Current Revenue NEW REVENUE
Sole Proprietors 30,940 x $100. $3,094,000. $1,031,325. $2,062,675.
All Cthers 28,062 x $300. 8,418,600. 701,550. 7,717,050,

Sub-Total New Revenue: $9,779,725.
Tobacco Endorsements

1,256 X $100. $125,600. 0 $125,600.

TOTAL NEW REVENUE: $9,905,325.

TOTAL BUSINESS LICENSES ON 4/17/03
Sole Proprietor 41,253

Corporation or Limited
Liability 19,663

Partnership, Limited Liability
Partnership, or Limited Partnership 8399

TOTAL LICENSES: 69,315

Fjge 3 of 3
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SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 3/6/03 FURTHER: Finance

Dete of 5-Day Notice:.
in accordance with Uniform Rule 23)

DATE TURNED
IN TO OFFICE:

_abor and Commerce Committee considered SENATE BILL NO. 114

SB 114 INCREASE BUSINESS LICENSE FEE

'‘An Act increasing the fee for a state business license; and providing for an effective date.”

and recommends: Senate BIll:
[ ]same title
[ 1 be replaced with CS D [ Inew title
_ House Bill:
[ 1 adopt previous _ CS ) [ ]same title
[ jtechnical title
[ ] attached amendment(s) [ J new: SCR #_
[ 1 adopt Letter of Intent by Committee
[ 1 further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Depa HVent Date Fiscal Zero FN# Department Date Fiscal Zero FN#

r ] APPROPRIATION - no fiscal note
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Proposed Business License Fees

From : Rick Urion

Based on the total of 69,315 business licenses on 4/17/03

th licenses required for each location for businesses w ith m ultiple

al License Fee w

Fee for Sole Proprietorship- $100 (Based on estimated dropout of 25% of 41,253 = 10
Fee for Corporation, Lim ited Liability Com pany, Partnership,
Lim ited Liability Partnership, or Lim ited Partnership- $300

Annual Revenue Current Revenue N

Sole Proprietors 30,940 x $100

701,550

A 1l Others 28 062 x $300

Total N ew R evenue

M ultiple Locations

26 5x $300

Tobacco Endorsements

1256x $100

T OTAL N E W R EV EN U E

T OTAL BUSINESS LICENSES ON 4/717/703

Sole Proprietor 41,253

Corporation or Limited

Liability 19,663

Partnership, Limited Liability

Partnership, or Limited Partnership 83909
69.315

T O TAL LICENSE

locations

12

5

.6 0

0

5

5

0



|t1— GOVERNOR'S BILL: At S200 per year lor O - 4; 21,966 dropouts (50% sole proprietors)

If Of BL'S X $25 Annual Rev. less

No. of Dept of Labor No. of Proposed ANNUAL
Employees Statistics BL's Fee REVENUE Annual Fee Current Rev.
(DOL QIlr 3) (ff of Firms) 65773 (annual) (Current Revenue;) NEW REVENUE
Oto4 9,012 37,142 $200.00 $7,428,400.00 $1,477,700.00 $5,950,700.00
5to 19 5,104 5,104 200.00 $1,020,800.00 $127,600.00 $893,200.00
20+ 1,561 1,561 200.00 $312,200.00 $39,025.00 $273,175.001
TOTAL Annual Revenue: $8,761,400.00 $1,644,325.00 $7,117,075.00

“H2 - Al $50 per year for O - 4: with NO dropouts HB 162 as currently amended

No. ol Dept of Labor No. of Proposed ANNUAL It of BL's x $25 Annual Rev. less
Employees Statistics BL's Fee REVENUE Annual Fee Current Rev.
(DOL Qtr 3) (If of Firms) 65773 (annual) (Current Revenue’ NEW REVENUE

Oto4 9,012 59,108 $50.00 $2,955,400.00 $1,477,700.00 $1,477,700.00

5to 19 5,104 5,104 100.00 $510,400.00 $127,600.00 $382,800.00

20+ 1,561 1,561 200.00 $312,200.00 $39,025.00 $273,175.00
TOTAL Annual Revenue: $3,778,000.00 $1,644,325.00 $2,133,675.00

]:B- At $75 per year for O - 4; 5,492 dropouts (12.5% sole proprietors)

No. of Dept of Labor No. of Proposed ANNUAL || of BL's x $25 Annual Rev. less
Employees Statistics BL's Fee REVENUE Annual Fee Current Rev.
(DOL Qtr 3) (# of Firms) 65773 (annual) (Current Revenue) NEW REVENUE

Oto4 9,012 53,616 $75.00 $4,021,200.00 $1,477,700.00 $2,543,500.00

5 to 19 5,104 5,104 200.00 $1,020,800.00 $127,600.00 $893,200.00

20+ 1,561 1,501 300.00 $468,300.00 $39,025.00 $429,275.00

TOTAL Annual Revenue: $5,510,300.00 $1,644,325.00 $3,865,975.00

]14— At $100 per year for O - 4; 10,984 dropouts (25% sole proprietors)

No. of Dept of Labor No. of Proposed ANNUAL || of BL's x $25 Annual Rev. less
Employees Statistics BL's Fee REVENUE Annual Fee Current Rev.
(DOL Qtr 3) (If of Firms) 65773 (annual) (Current Revenue) NEW REVENUE

Oto 4 9,012 48,124 $100.00 $4,812,400.00 $1,477,700.00 $3,334,700.00

5 to 19 5,104 5,104 200.00 $1,020,800.00 $127,600.00 $893,200.00

20+ 1,561 1,561 300.00 $468,300.00 $39,025.00 $429,275.00
TOTAL Annual Revenue: $6,301,500.00 $1,644,325.00 $4,657,175.00



Frank H. Murkowski, Governor

Office of the Commissioner

P.0. Box 110800, Juneau, AK 99811-0800

Telephone: (907) 465-2500 « Fax: (907) 465-5442 « Text Telephone: (907) 465-5437
Email: questions@dced.state.ak.us « Website: www.dced.state.ak.us/

06 March 2003

The Honorable Con Bunde
Alaska State Senate

State Capitol. Room 506
Juneau, AK 99801-1182

RE: Request for Hearing on SB114

Dear Senator Bunde:

On March 6, 2003, SB114 was introduced by the Governor through the
Senate Rules committee and referred to your committee. The legislation
increases the business license fee from $25 per year to $200 per year.
The current fee amount was set in 1949 and hasnt since been changed.

The increased revenue under this legislation is estimated at $6.9 million.
This increase will help cover programs and other infrastructure the state
provides that enable individuals to conduct business in the state. There
are currently approximately 70,000 business licenses in the state and
some fall-offis expected as a result of the increased fee.

We respectfully request you to schedule SB114 for hearing in your
committee and we urge favorable action on this bill. Attached is the
related fiscal note. We will be happy to meet with you and other

members of the committee to provide any other information you may
require. Thank you for considering our request.

Sincerely,
Edgar Blatchford,
Commissioner

Attachment: SB 114 Fiscal Note

“Promoting a healthy economy and strong communities”


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

FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2003 LEGISLATIVE SESSION Bill Version: V114
( Publish Date:
Fevision Dete/Time (\ote ifcoredtion): Dt Affedet © DOD
Title Increasing Business Licensing Fees 'BRU Qooupetiondl Licersing (117)
_Cormporent Cocupetional Licersing
gaonsor Rules b{Rquestdtmemr
eqQuester  Senate &Conmreree Component No. 230
Expenditures/Revenues ] (Thousands of Dollars)
Note: Arounts oo nat inducke inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2004 FY 2005  FY 2006  FY 2007  FY 2008  FY 2009
Personal Services
Trad
Contractel
S
O8Nt es
Gants &Jairrs
Msodllaneos
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES \ |
ICHANGE IN REVENUES -1175 6,935.0 6,935.0 6,935.0 6,935.0 6,935.0 6,935.0
FUND SOURCE (Husardsd[bllars)
100 Feckral Receipts
1003 G- Mich
100G _
1006 GHProgram Receipts
1037 GFMrial Halth.
Other 11/5- BALicRaaipis 69350 69350 69350 69350 69350 69350
TOTAL 6,935.0 6,935.0 6,935.0 6,935.0 6,935.0 6,935.0
Estimate of any current year (FY2003) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: X
POSITIONS
FulHime 3 3 3 3 3 3
Part-tine
Tenporay

ANALvsis:  (Attacha Separate page if necessary)

The bill increases the business license fee from $25.00 per year to $200.00 per year. Business Licensing
regulation 12 AAC 12.010(a) specifies that business licenses are issued on a biennial cycle, and therefore
licensees will be expected to pay $400.00 license fees upon issuance of new or renewed licenses.

REVENUE:
The revenue increase identified above is based on licensees that would be eligible to renew, assuming

that 40% of the 73,000 licensees would not renew due to the fee increase.

Preparedby.  TamLansn Diredar Phore %465&44
Divsian Adinistrative Senvices Dt/ Time J6/083 347 AM
Approved by: Edgar Blatchford, Commissioner Date 3/6/2003
Agency Department of Community & Economic Development

Page 10of 1
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* FROM : JEARNING BEXPRESS LAS \VEGAS 89) FAX ND @ 9073452755 Mar. 12 2003 01:45PM Pl

3/12/2003

To: Senator Con Bunde
Chair Senate Labor and Commerce Committee
And Committee Members
Fax: 907-465-3871

From: Ronald Jordan
8170 Woodgreen Cr.
Anchorage, AK.. 99518

Ref: SB 114 “Increase Business License Fee”

Dear Senator Bunde

SB 114 * Increase Business License Fee” | do agree that license fees need to be
changed. But the proposed change by the Governor will hurt or stop a new small business
from being started with a $400.00 up front biannual fee. For a proposed license fee
change like this would stop new many people from even starting up a business.

I would like to recommend a “S" ir Step Method” licensing method that some
city’s and states have for established business inthe lower 48.1would like to submit that
the committee look at a $100.00 biannual first time small business start vp fee. State
quarterly reports of personnel working would be able to track the need for increased fees.

Also | would to submit to you and your committee a licensing example from the
City of Leavenworth, WA. on the following two faxed pages. If the committee would
consider a look at changing our business licensing method to this type of program.

Sincerely
Ronald Jon

8170 WoodgrewTCr.
Anchorage, AK. 99518
907-345-2755

Cc: Senator John Cowdeiy
My Senate Rep,



FROM: JEARNING BEXARESS LAS LEFS 890 FAXIND @ 907346275 Mur. 12 2003 QLAPM F3

CITY OF LEAVENWORTH, WASHINGTON

Animal Business License Application
City Business License Year is from July 1- June 30.

Year

Name of Business _ )
Mailing Address _
Type of Business .
Leavenworth Business Address Phone: o
Name of Owner
Mailing Address
Number of Persons, INCLUDING OWNERS, working in or for the Business on June 1st.
*No. of Persons Fee$

Make Remittance to City Clerk

(eFor businesses located outside city, show number of persons who perform any pan of duties inside city. For businesses inside the
city, show number of persons working in the business.)

Numb of Persons Fee Any person failing to pay the annua I license fee im -
1x05 ....................................................... 510000 posed when due shall pay a civil penalty to the City of
6 to 1 2 $12000 Leavenwor th equal to 50% of the applicable business
13 t 25 ................................................. license f in the event the annua [ is paid aft July
26to 5 0 31 but on or before August 31 in the year in which it
51 and over $70000 due and a penalty equal to 100% of the applicable

Any New Business, part y ft license f d the event the annua I license fe
Januar y 1 to June 3 0 1/2 Rate paid after August 31 in the year in which said fee is

d (ordinance # 748 d 874)
1 tfy d P Ity fp jury that th format b t, to my b t ok wledg d b f.
D at f Apopl t (sig t )
(Title)

Note: Please complete and retum to:
City Cleric

P.O.BOX287 P hone (509) 548-5275
Leavenworth, WA 98826 Fax: (509) 548-6429
CITVCLERK'SUSE ONLY -DO NOT WRITE BELOW THIS LINE A
mount
DATER ECE I VED LICENSENO-———————————————— -
APPROVED BY PENALTY
CH ek 4 CASH RECEIPTft TOTALS

++vw ¢n+ DUE JUNE 30- -DEL INQUENT PER PENALTY . -« « . JULY 31«
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City of Leavenworth

P.O. Box 287

Leavenworth, WA 98826
Phone: 509/548-5275
FAX: 509/548-6429

INFORMATION FOR NEW BUSINESS OWNERS

A city business license is required for all businesses located w ithin the city lim its A n
application can be obtained at the front counter in city hall. The business license year
runs from July 1 through June 30 M o0 st businesses arc located w ithin the com m ercial
typically require a conditional use permit (CUT) A presubmission conference should

All commercial buildings, structures, walkways, and lighting in the com m ercial zones

o f the city are subject to the O1d W orld Bavarian architectural theme requirements

These requirements are found in Chapter 14.08 ofthe Leavenworth M unicipal Code and

are reviewed by the Leavenworth Design Review Board The city staffcontact person
for the design review board is the code administrator A building permit and design
review approval is required for most new commercial construction and remodeling
Design review approval is required for repainting ofacommercial building to a color
different from the color originally approved A sign permit approved by the design
review board is also required for anew sign or when changing a sign To inquire about

whatregquirements would applytoyourproject,please consult Chapters 14.08 and 14.10

ofthe Leavenworth M unicipal Code and talk with the code adm inistrator
For most projects, a presubm ission conference is required This meeting is held to
provide the applicant with the best available information regarding the development

proposal and application processing requirements. The presubmission conference is an

opportunity for the applicant, staff, and other agencies to informally discuss and review

the proposed development, application and pennitrequirements, fees, review process
- and schedule, and applicable development standards, plans, policies and laws. A
presubmission conference handout and application form are available at the from
counter at city hall The presubmission conference is offered at no charge

KVAMfOXl\/SVI\BI'SH\FOV\bO
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Frank H. Murkowski
JUNEAU, ALASKA 9981 1-0001
HOOVSTNEALS A A0,
AOVER\CRaV. -
State Of A | aska WWW‘((:OV.STATE.AK‘US

Office of the governor

Juneau

March 5, 2003

The Honorable Gene Therriault
President of the Senate

Alaska State Legislature

State Capitol, Room 107
Juneau, AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I
am transmitting a bill that would increase the fee for a business license.

The current fee has been in effect since 1949. The current
revenues collected fall far short of the services provided to Alaskan
businesses. The increase in fees is in line with what other states charge.

| urge your prompt and favorable action on this measure.

Sincerely,

Frank H. Murkowski
Governor

GOVERNOR'S TRANSMITTAL LETTER
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Beard Stacey Trueb 61 Jacobsen, ip

ATTORNEYS AT LAW

821 N Street. Suite 205 « Anchorage, Alaska 99501

March 24. 2003
Sent Via DHL Overnight & Facsimile (907) 465-3871 ( o page(s))

Senator Con Bunde
State Capitol, Room 506
Juneau, AK 99801-1182

Re: Senate Bill 120

Dear Con:

As aconstituent of your distinct for the last 11 years, | have chatted with you on a
number of occasions regarding various issues. | write to you concerning Senate Bill 120,
which has been referred to your committee, Senate Labor and Commerce.

| am writing to inform you that | have several objections to this legislation. My
law firm has represented some of the Slate’s employees who are now covered under the
federal law known as the Jones Act. We are maritime law experts and. therefore, have

considerable knowledge concerning this bill.

First, the bill would create second-class citizens out of the Stale’s Marine
Highway employees. Every seaman in the State would be able to seek compensation
under the Jones Act except the State's Marine Highway employees. If a person is
employed as a commercial fisherman, for atugboat company, or for Tote or CSX Lines,
they are covered under the Jones Act and entitled to those remedies. The only exception
would be State marine workers. Passage of this bill may indeed violate Article I, Section
1 of the Alaska Constitution guaranteeing equal protection of the laws to all citizens.

Second, in along line of cases the United States Supreme Court, and every state
court that has considered the issue, has held that states cannot apply worker’s
compensation statutes to merchant seamen. The reasoning is two-fold. The primary
obstacle is the fact that a seaman’s remedies are maritime in nature and under the
purview of federal admiralty jurisdiction. Under the federal Constitution, maritime
matters are reserved for the federal legislature to the exclusion of the states. In short,
there is a federal constitutional bar to the states applying state workers’ compensation
laws to seamen. The secondary reason is that Congress has completely occupied the field
with alaw of national application, the Jones Act, and the states may not apply
inconsistent laws. These principles are well established and beyond reasonable dispute.
There are two Alaska cases that have dealt directly with this issue and are consistent with
every other case on the subject. These cases are: Anderson v. Alaska Packers
Association, 635 P.2d 1182 (1981), and Trident v. Murray, 2000 AMC 288 (Ak. Superior

Anchorage Office (907)272-7207 e« Telefax (907) 274-9115 < E-Mail: blscanc@ alaska.net
Seattle Office (206) 282-3100 e« Telefax (206) 282-1149 « E-Mail: blstsea@ halcyon.com
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ct. 19909) Therefore, if the Legislature were to m ake workers' compensation applicable
to seamen, it would be a mere gratuity, or supplemental benefit, and not binding upon the

injured worker.

Third, the state’'s waiver of sovereign im m unity is contained in the A laska
Constitution. Avrticle 11, Section 21 provides: “The legislature shall establish procedures
for suits against the state.” (Em phasis supplied). The word “shall" is always mandatory
Article 11, Section 21 abolished the doctrine of sovereign immunity in Alaska because it
left no option for the legislature not to establish procedures for suits Ssection 21 also
mandates that the legislature establish the "procedures” for suits against the state The
word "procedures® is comm only understood to refer to the m echanics of filing suits and it
has nothing to do with the substantive right to sue the state. This is the only logical
manner in w hich Article Il, Section 21 can be read See M uskopf v. Corning Hospital
District, 359 P.2d 457 ,460-61 (Cal 1961 )(interpreting similar constitutional language,
and judicially abolishing sovereign immunity). Accordingly, if Alaska is going to
abolish sovereign im m unity for these suits in its own courts it will have to do so via a
constitutional amendment Senate Bill 120 cannot accom plish the revocation of state
sovereign im m unity

Fourth, the Jones Act provides that all state courts shall have concurrent
jurisdiction over these suits 45 U .s .cC 5 56 The Alaska Supreme Court has held that
Jones Act suits m ay be filed in any available forum Nunez v. American Seafoods, 52
P.2d 720 (2002) Under federal and state case law these Jones Act suits could be filed in
Bellingham , W ashington because the state has a ferry terminal there and is subject to
jurisdiction in that forum The State of Alaska has no sovereign immunity in the
W ashington courts Alden v. M aine, 119 S.Ct. 2240 (1999); H all v. Nevada,440 U .S
410 (1979)

Acceptance of workers’' compensation benefits cannot bar a Jones Act lawsuit
Chan v. Society Expeditions. Inc., 39 F.3d 1398, 1403 (9th Cir 1994), cert, denied. 514
VA 1004 (1995); Roberts v. City of Plantation, 558 F.2d 750, 751 (5¢th Cir 1977);

W estern Boat Bldg. Co v, O‘'Leary, 198 F.2d 409, 411 (9th Cir 1952); State v. Brown
794pP.2d 108, 110, 111 (Alaska 1990) The W ashington courts are constitutionally
bound to apply maritime law to a Jones Act suit filed against the State of Alaska in a

W ashington Court Larios v. Victory Carries. Inc 316 F.2d 63 (2d Cir 1963); In Re:

E X X ON V ALDTETZ, 6767 F.Supp. 1509, 1513 (D Alaska 19091) Therefore, even if Alaska
could close the courthouse door to these em ployees in the Alaska courts, it cannot close
the W ashington courthouse door. The state would therefore be faced w ith hiring
expensive private counsel to defend itself from the lawsuits that would be filed in the

W ashington courts.

Fifth, there is no em pirical evidence that the state w ould obtain any savings by
covering these workers under the workers' compensation scheme lam fam iliar with
only one scientific study of the issue by the Am erican W aterways Operators That

organization looked at 371 cases that were covered by workers' compensation and the
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Jones Act, and concluded that it was less expensive to compensate workers under the
Jones A ct

In summary, Senate B ill 120, if passed will not accom plish its goals It will lead
to expensive and protracted litigation, m ake second-class citizens out of slate em ployed
seamen, and create confusion and uncertainty for injured workers.

In order to aid your staffin consideration of these technical legal matters, | will in

the near future send you a legal brief on the matters outlined above Il respectfully reqguest

you to carefully consider the above comments while considering the w isdom of this

legislation

Sincerely,

n

fo L'X1»

Lanning M Trueb
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The Honorable Con Bunde, Chair
The Honorable Ralph Seekins
T he Honorable Bettye D avis
The Honorable Hollis French
The Honorable Gary Stevens
Senate Labor & Com m erce Committee
Alaska State Legislature
State Capitol, R oom 206
Juneau, A K 99801-118?2

R e s B 120
Dear Senators

Thank you for the opportunity to respo
Trueb of the law firm Beard Stacey Trueb & Jacobsen
state’'s w ithdrawal of consent to suit and provision o f
m aritime law remedies for state-em ployed seamen w
forth by M r. Trueb and do not believe that any of them
to effectuating the purpose of this bill, w hich
for injury, illness, or death o f state em ployees

A's a prelim inary matter, it is im portant to note
was expressly suggested with approval by the A laska
State, D epartm ent o fPublic S afety v. Robert Brown (B
19090) The court found that the 1962 enactment of the
A'S 09 .50.250, expanded the waiver of sovereign im m
the state including admiralty m atters w ithout any lim
w orkers’ compensation law Browan /, 794 P.2d at 1009
a 1963 opinion of the Attorney General
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By this waiver of im m unity itmustbe concluded that the
State m ay be sued for negligent torts w hich arise under the Jones
A ct It is true that under the Alaska W orkm en's Compensation Act,
em ployers, including the State (A S 23 .30.265), are excluded from
adm iralty liability

How ever, this exclusive liability provision cannot act as a
lim itation on suits against the State under the Federal M aritim e law
once the State has ungualifiedly w aived its im m unity for negligen:t
torts . By w aiving its im m umnity, the state stands in the position o f
a private party and cannot lim it its tort liability by a general
provision in the w orkm en's com pensation act

I f it is the desire o f the State to lim it its tort liability to the

W orkm en's com pensation act it m ay do so by legislative enactm ent
o f an exception to the w aiver of sovereign im m unity section
contained in A S 09 .50 .250
Browwn 1, 794 P .2d at 110 (citations om itted, em phasis added). In addition, after
review ing three cases from other states in w hich the relationship between maritim e
rem edies and sovereign im m unity was examined, the court held “These cases teach that
the legislature could m ake the exclusive remedy defense [of¢the Alaska W orkers:’
Com pensation Act] applicable to federal m aritime claim s by referring to the defense in
the sovereign im m unity waiver” contained in A S 009 .50.250 Brown |, 794 P.2d at 111
That is what s B 120 attem pts to do

The United States Supreme Court has repeatedly upheld the states

im m unity against claim s founded in federal law , particularly in the decade since B row n I
was decided In sem inole Tribe o fFlorida v. Florida, 517 U .S 44, 72 (1996), the Court
held that Congress could not abrogate state sovereign immunity under Article | of the
Constitution Three years later the Court confirmed that Congress could not subject
unconsenting states to private suits for dam ages in state courts pursuant to federal causes
o f action.1 Alden v. M aine, 527 U .S . 706, 712 (1999) (affirm ing dismissal of em ployees:’
state court suit under Fair Labor Standards Act against State o f M aine., without its
consent). M ost recently, in Federal M aritim e Com m ission (FM C) v. South Carolina
Years earlier, the Court had found that Congress did not abrogate the states:’
Eleventh Am endm ent immunity from suit in federal court in the Jones Act W elch v

Texas Dept, o fH ighw ays & P ublic Trans. 483 U .S . 468, 475 (1987)



The Honorable Con Bunde, Chair April 1, 2003
SB 120 Page 3

State Ports A uthority, 535 U .S . 743, 122 §.Ct 1864 (2002), the Court found that
sovereign im m unity barred a federal agency from adjudicating a private party’s

com plaint against a state-run port under a federal law The Corrt rejected the argumen:t
that a “constitutional necessity of uniform ity in the regulation o f m aritim e com m erce
lim its the States' sovereignty w ith respect to the Federal G overnment's authority to
regulate that com m erce.” F M C ., 122 S.Ct. at 18738 The Court noted that it had “alread.y
held that the States' sovereign im m unity extends to cases concerning maritim e
com m erce."” 1d ., citing E x parte New York, 256 U .S 490 (1921)

Under the rationale o f Browan | and the last decade of United States Supreme Court
jurisprudence, state sovereign im m unity is a legitim ate defense to claim s brought under
the Jones Act or maritime law. Am endment of A S 09 .50.250 is necessary to w ithdraw the
state’'s consent to suit, assert sovereign im m unity as to claim s brought by or on behalfof
state-em ployed seamen regarding injury, illness, or death, and provide w orkers

com pensation benefits as an alternative rem edy.2

W e turn briefly to the legal arguments presented by M r. Trueb's M arch 24, 2003
letter. First, the question has been raised whether passage of this bill m ight violate the
equal protection provision in Avrticle I, section 1 of the A laska Constitution, because

state-em ployed seamen would have different rem edies than seamen in the private sector
W e believe that the state's goal in providing a uniform system of no-fault workers:?

com pensation benefits to all state em ployees has a rational basis that w ould satisfy equal
protection W e note that, like other state em ployees, state-em ployed seamen have m uch
in com m on with other state em ployees State-em ployed seamen have m any additional
benefits, such as sick leave, em ployer contributions to health insurance, retirement,
supplemental benefits, exem ption from social security contributions, and other benefits,

that private sector seamen do not have

Furthermore, this would not be the only instance in w hich a federal remedial

system did not apoply to state em ployees For example, Congress has specifically

exem pted em ployees of states from coverage of the Longshoremen's and Harbor

W orkers’® Com pensation Act 33 U .S .C .§ 903 (a)(2) In addition, w hile private sector

railroad em ployees in Alaska arc covered by the Federal Em ployers’ Liability A ct

(FELA), and have the same right to sue their em ployers for damages as seamen do under

the Jones Act, the em ployees of the Alaska Railroad have been expressly excluded from

F E LA since the railroad’'s transfer to state ow netrship (Alaska Railroad em ployees are
W e note that these seamen include not only those em ployed aboard A M H S ferries,

Ut also seasonal seamen who work aboard research and law enforcement vessels. This

ill w ould establish one remedy and a degree of certainty of expectations for all seam en

w ho are state em ployees



The Honorable Con Bunde, Chair April 1, 2003
SB 120 Page 4

covered by state w orkers’' compensation law.) As far back as 1957, N ew Y ork law
provided that the state did not w aive its im m unity to suit; w orkers’ compensation w as
held to be the exclusive remedy for state-em ployed seam en M aloney v. State o fN ew
Y ork, 144 N .E .2 d 364, 367 (N Y A pp 1957) The Texas Court of Appeals found the
sam e true under Texas law in 1977 Lyons v. Texas A & M University, 545 s .wW .2d 56
58 -59 (Tex cCiv A pp 1977) (“The State, however, is im m une from suit w ithout its
consent It could provide any remedy itwished and Iim it seamen to that rem ed.y
exclusively.”).3

A's a general matter, states cannot apply workers'com pensation statutes to lim it
federal m aritim e law for all seam en However, as discussed above, a state can w ithhold
itr onsent to suit under federal law , and its sovereign im m unity cannot be abrogated by
Congress Alden, 527 U .S 706 In the m aritime arena, the arguable need for uniformity

is secondary to the state's sovereign im m unity FM C, 122 s.Ct. at 1878 I'f the state does
not agree to subject itselfto claim s under federal m aritime law regarding injuries, illness,
or death o f its ow n em ployees, it can provide w orkers’' compensation as an alternative
rem edy B row n 1,194 P 2 d at 110, 111; Lyons, 545 s . W 2 d at 58 -59; M aloney, 6 144

N .E .2 d at 367 ; see also G ross v. W ashington State Ferries, 367 P.2d 600, 602-603

(W ash 1961).

W e disagree with M r. Trueb's contention that the Alaska legislature has no
authority to assert sovereign im m unity by amending A S 09 .50.250 Such an argumen:t
(lies directly in the face o f the Alaska Supreme Court’'s holding in Brown / N o case has
determ ined that the Alaska Constitution's provision in Article Il, section 21 that the
legislature shall establish procedures for suits against the state is a self-effectuating
w aiver of all state sovereign im m unity Instead, m any Alaska appellate cases have found

that w aiver of the state’s im m unity is done by statute, and A S 09 .50.250 is the vehdicle by
w hich the legislature has carried out its constitutionally delegated duty to “establish
procedures for suits against the state.” See, e.g . State v. H aley, 687 P.2d 305, 318
(Alaska 1984); Adam s v. State, 555 P.2d 235 241, 244 (Alaska 10976). M ost recently, in
Ssam issa Anchorage v. D H SS, State of.Alaska, 57 P .3d 676, 678-6709 and n. 9 (A laska
2002), the court reiterated the comm on understanding that the legislature can w aive the
state’'s sovereign im m unity, and it has done just that in enacting A S 09 .50.250
Finally, it is conceivable that some state-em ployed seamen could file suit in
W ashington to pursue Jones Act or other maritime law remedies ifunsatisfied w ith
w orkers' com pensation Under the holding of N evada v H all, 440 U .S 410 (1979), the
A's the result of collective bargaining agreements with the unions representing
A'M H S vessel em ployees, the state provided workers' compensation to ferry workers

from 1983 to 1991
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unity n r state's courts.4 H ow ever,
W ashington law strictly lim its personal jurisdiction to torts arising from the state’s
business or presence in W ashington G range Insurance Assoc, v. State, 757 P .2d 933
937 (W ash 1988) M oreover, even ifopersonal jurisdiction were established, W ashington
courts could decline to entertain suits against Alaska out of respect for the state, or
com ity. For example, in tw o accidents where the State of Oregon was sued in
W ashington, the W ashington state courts declined to hear the cases, on the grounds of
com ity W illiam s v. State, 885 P .2d 845, 851 (W ash Apop 1994); Fernandez v. State, 741
P.2d 1010 1017 (W ash A pop 1987) Additional arguments regarding choice of law also
favor dismissal of cases filed in W ashington unless the plaintiffis a W ashington resident
and/or the tortious act occurred in W ashington State For these reasons, we would not
anticipate m any legitimate cases to be filed in W ashington state courts.5
W e recognize that this bill, ifpassed m ay result in a legal challenge However,
w e believe the bill has a solid legal foundation
Please let us know ifyou have any questions or would like m ore information
sincerely,
G R E G G D R E N K E S
A T T O R N E Y G E N E R A L
By
Susan D [
Assistant Attorney General
The continued validity of this holding is being challenged in a case currently
ending before the Umnited States Supreme Court
It is w ell-established that the state cannot be sued by a seaman in federal court in
ashington or any other location. Collins v. State o fA laska, 823 F.2d 329 (9¢th Cir
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MEM ORAJVDUM

SUB\JECI. State im m unity against civil suits by state em ployees who are

seamen (SB 120)

IO- Senator Con B unde

Attn: Jane

FROM:

Legislative Counse.l

Y ou have asked for m y opinion on the opinion of M r Trueb, regarding potential legal
obstacles to the enactment of SB 120 A's explained in this m em o I do not believe that
the arguments raised by M r. Trueb would preclude the legislature from changing existing
law as contem plated by SB 120

The issue raised by B 120 was addressed by the Alaska Supreme Cowurt in State. Dent,
of Public Safety v. Browwn, 794 P.2d 108 (Alaska 1990) In that case the court held that
the legislature had waived its sovereign im m unity by adoption of A S 09.50.250, but that
the legislature could amend AS 009.50.250 to m ake workers' com pensation the exclusive
remedy for an injured state em ployee w ho is a seam an This is precisely what S B 120
does

Turning to the arguments raised by M r. Trueb each point will be addressed in turn

1 The Alaska Constitution abolished sovereign im m unity and sovereign im m unity m ay

only be reinstated by a constitutional am endm en-t

Answer The view s in conflict with the opinion of the Alaska Supreme Court in Brown

In that case the court stated that “the legislature could m ake the exclusive remedy defense

applicable to federal m aritime claims by referring to (lie defense in the sovereign

im m unity waiver contained in" A S 09.50.250 The court makes no mention of any

lim itation on the legislature's power to amend the sovereign im m unity provisions created

by the legislature in A S 09 .50.250

2. A ny attem pt to institute sovereign im m unity solely for Jones Act suits would offend
the Alaska Bill of Rights
Answ er This argument is again not supported by case law. Injured seaman who are

state em ployees will have a remedy, that being the workers' compensation laws (AS



Senator Con Bunde
March 31, 2003
Page 2

23.30) I'f anything, s B 120 eliminates disparate treatment by requiring injured seamen
w ho are state em ployees to be treated the sam e as all other state em ployees

3 A s a matter o f federal constitutional law Alaska cannot apply its workers"’
com pensation laws to seam en

Answer Again Browwn, refutes this argument. The court cites to several cases from other
states w here the workers' compensation statutes are the exclusive remedy of injured
workers, when the state has preserved its sovereign immunity

4 Any amendment to close the door to the Alaska courts will not prohibit Jones Act suits
from being filed in W ashington Courts

Answ er Assum ing that the W ashington Courts have jurisdiction in a particular case, the
injured seaman w ould still be limited to benefits under the Alaska workers' compensation
law , w hich is the intent of SB 120.

5. There is no empirical evidence that coverage under the workers' compensation system
would save the State m oney

Answer The premeise underlying workers' compensation is that em ployees trade a
potential full recovery for certain partial com pensation and avoid the expense and delay
o f litigation This point was recognized by the Alaska Supreme Court in Brown v. State
& D iv of M arine Highway System s, 816 P.2d 1368 (Alaska 1991) This would seem to
indicate that in general, the State would save m oney by requiring seamen who are State
em ployees to use the workers' compensation system

Please contact m e ifyou have further questions



An analysis of AMHS crew claims costs compared to those provided under the Alaska Workers Comp
Act (AWCA) for all other state employees.

The enclosed Excel workbook contains detailed breakouts of the actual incurred loss (cost to date plus
anticipated expense) by each individual AMHS vessel for the past six fiscal years.

To objectively analyze the AMHS employee's injury experience to the state's overall employee injury
rate, both frequency (number of claims) and severity (loss cost) are averaged and compared on a per
100 FTE (full time equivalent) basis.

Additional analysis was performed between AMHS and the five state agencies with the highest workers'
compensation loss experience - to provide comparison to similar physically demanding jobs.

AMHS shows a five year average loss rate of 41 claims per 100 FTE's in comparison the state overall
workers' compensation injury rate of 8, with the highest five agencies showing average loss experience

of 10 claims per 100 FTE's.

On a cost per 100 FTE's analysis; AMHS actual claims experience during the last five years shows an
average cost of $197,065 compared to the top five state agencies averaged cost of $64,145 during the

same period.

The most significant difference is the award for the non-economic damages, not provided under workers
compensation remedies and that life ilinesses that are alleged to manifest duiing a voyage are covered

under the Jones Act.
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