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Senate Labor & Commerce
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Divbion of Insurance

I. BILL PURPOSE
A. PROBLEM

1 2005 Workers’ Compensation Reform Bill

a. Limited medical service fee schedule to that adopted by the 
Work Comp Board on December 1,2004

b. Freeze repealed effective August 1,2007

2. Effect -  On August 1,2007 there will be no limitation on 
medical fees which will likely result in medical costs escalating

1. Some legislation to re-establish maximum allowable 
reimbursements

2. Bill -  Provides for a cap adjusted for inflation for provider fees

B. SOLUTION

II. COST
A. SYSTEM (ATTACHMENT 1 & 2)

1. Medical

2. Indemnity

B. PREMIUM

2. Expense -  Individual Carrier Component

1. Loss Cost

b. Trending

a. Historical System Cost



UI. RATE HISTORY
A. NATIONAL RANKING

1. 2004 Oregon Study (ATTACHMENT 3)
2. 2006 Oregon Study (ATTACHMENT 4)

B. ALASKA RATES (ATTACHMENTS)

IV. IMPACT (ATTACHMENT 6)
A. WITHOUT CAP

1. NCCI estimate

2. No certainty or stability or ability to predict

3. Costs continue to grow

B. WITH CAP

1. NCCI estimate

2. EMPHASIS -  DOES NOT mean no rate increase or decrease 
just one component o f rate making
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Workers Compensation Losses
in Alaska

All Claims—Alaska
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Employers can reduce ther workers' compensation rates through accident prevention, safety training, and by helping nfured 
workers return to work.
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Historical Workers Comp R«t« ChangM in Alaska

Total Change Effect of Law

Data Premium Due to end other Cumutatha

Laval Change Experience changes Change

8/1/1959 6.0% 0.864 1.241 1.060

12/1/1980 -1.3% 0.966 1.001 1.046

12/31/1961 6.2% 1.062 1.000 1.111

12/31/1962 •0.4% 0.993 1.003 1.106

12/31/1963 •6.4% 0.946 1.000 1.047

10/1/1914 16.1% 1.016 1.060 1.204

9/1/1966 •0.3% 0.967 1000 1.201

10/1/19C9 •11.8% 0.870 1.014 1.066

11/1/1987 •3.1% 0.969 1.000 1.027

1/1/1909 7.2% 1.048 1.022 1.101

11/1/1999 1.6% 1.061 0.968 1.119

10/1/1970 8.4% 0.666 1.067 1.179

4/1/1972 -5.2% 0.944 1.000 1.118

6/16/1972 15.8% 1.000 1.166 1.266

3/1/1973 -3.1% 0.960 1.000 1.264

6/1/1974 34.2% 1.207 1.112 1.664

6/1/1976 46.3% 1.106 1.320 2.464

11/1/1978 3.7% 0.916 1.130 2.866

2/1/1977 0.6% 1.000 1.060 2.709

9/1/1977 -18.6% 1.000 0.814 2.206

3/1/1976 -3.6% 1.040 0.927 2.127

6/1/1976 •0.8% 1.000 0.992 2.110

10/1/1978 13.1% 1.131 1.000 2.366

12/1/1979 1.6% 0.985 1.034 2.430

4/1/1960 •5.9% 1.000 0.941 2.267

1/1/1981 9.8% 1.100 0.996 2.510

1/1/1962 4.6% 1.034 1.011 2.624

1/1/1963 -4.6% 0.954 1.000 2.503

1/1/1964 •8.0% 0.893 1.030 2.303

7/1/1964 5.0% 1.000 1.050 2.418

1/1/1965 0.1% 1.001 1.000 2.420

5/1/1966 7.3% 1.000 1.073 2.597

3/1/1966 0.0% 1.000 1.000 2.597

1/1/1987 14.3% 1.143 1.000 2.966

1/1/1988 25.1% 1.251 1.000 3.713

7/1/1988 -5.7% 1.000 0.943 3.501

1/1/1969 0.0% 1.000 1.000 3.501

1/1/1990 -4.1% 0.959 1.000 3.356

1/1/1991 -6.2% 0.963 1.000 3.301

1/1/1992 -3.2% 0.968 1.000 3.196

1/1/1993 -8.5% 0.915 1.000 2.924

1/1/1994 2.4% 1.024 1.000 2.964

1/1/1995 2.6% 1.026 1.000 3.072

1/1/1996 -7.1% 0.929 1.000 2.863

1/1/1997 -10.3% 0 897 1.000 2.560

1/1/1996 •6.3% 0.917 1.000 2.347

1/1/1999 •6.5% 0.915 1.000 2.148

1/1/2000 0.0% 1.000 1.000 2.146

7/1/2000 7.9% 1.000 1.079 2.317

1/1/2001 0.0% 1.000 1.000 2.317

1/1/2002 10.2% 1.100 1.002 2.564

1/1/2003 3.5% 1.035 1.000 2.643

—  1/1/2004 21.2% 1.212 1.000 3.204

1/1/2005 12.0% 1.120 1.000 3.568

1/1/2006 7.0% 1.070 1.000 3.839

1/1/2007 -10.5% 0.895 1.000 3.436

Cumulative Change 1.565 2.452

•In 1999 NCCI began fling loaa coats for tha voluntary market
••NCCI Implemented a new methodology for determining tha assigned risk expense load.
“Indudae change In methodology tar maritime desses.



NCCI estimates that tha changas to tha phyaician faa schadula proposad In Houaa Bill 
(HB) 228, aa amandad, will raault in an ovarall workers companaatlon ayatam coat 
Incraasa in Alaska of batwaan +0.8% and +1.3% ($3.7 M to $6.0 M).

If there is no change to the current law, the existing physician fee schedule will sunset on 
August 1, 2007, with no replacement. NCCI estimates that the impact of the fee schedule 
sunsetting, with no replacement schedule, would result in an overall workers compensation 
system cost increase in Alaska of between +4.5% and +5.8%.

Bislmcguntf

The current workers compensation medical fee schedule in Alaska became effective December 
1,2004. This fee schedule was based on the 90* percentile of usual, customary and reasonable 
fees for similar services as reported to Ingenix at the time the fee schedule was established. 
Senate Bill 130, enacted in 2005, froze the medical fee schedule at the December 2004 levels 
until August 1, 2007.

Alaska HB 228, as amended, proposed to be effective August 1, 2007, increases the maximum 
allowable reimbursements (MARs) from the December 1, 2004 physician fee schedule by the 
change in the medical care component of the U.S. Consumer Price Index for all urban 
consumers from 2004 to 2006. This proposed fee schedule would apply to sen/ices provided on 
or after August 1, 2007 but before March 31, 2009.

Actyarial Analvtit

The methodology used to estimate the cost impacts due to the changes proposed in HB 228, as 
amended, is as follows:

Charges for various medical procedures under the physician fee schedule were obtained from 
medical transaction data. These charges were adjusted to reflect changes from past price levels 
to the price levels projected to be in effect on August 1,2007. Trend factors used for the 
projections were based on the U.S. and Western region professional components of the medical 
consumer price index (MCPI), along with the U.S. and Anchorage MCPI (all medical 
components) for the period 2004-2006, shown in the following table:

c r a g a p ™ JU j.JJJW l gj

i  „ .•■gCTgfrJ.V -
A

iCORruOflmni

2 ®

2003 261.16 2.9% 245.17 3.3% 297.08 4.0% N/A N/A
2004 271.48 4.0% 255.52 4.2% 310.13 4.4% N/A N/A
2005 281.70 3.8% 264.65 3.6% 323.20 4.2% 344.20 N/A
2006 269.33 2.7% 271.54 2.6% 336.20 4.0% 356.10 3.5%

Source: Economv.com: N/A = Not Available

Page 1 of 2
Prepared 4/16/2007
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Based on the changes in the above indices, annual trend factors in the range of +2.5% to +4.5% 
were applied to medical transaction data for physician services performed in 2003-2004 to 
project the price levels that would be in effect on August 1, 2007. The lesser of the projected 
charge and the current maximum allowable fee was used to determine the current cost level for 
each procedure. Similarly, the lesser of the projected charge and the proposed maximum 
allowable fee was used to determine the proposed cost level for each procedure. The proposed 
maximum allowable fees were determined by increasing the current maximum allowable fees by 
the change in the U.S. MCPI from 2004 to 2006 of 8.4% (= 336.20 / 310.13 -  1).

The estimated impact on physician costs was determined to be an increase of between +1.8% 
and +2.9%. This was calculated as the ratio of the total projected costs of procedures under the 
proposed fee schedule to the total projected costs of procedures under the current fee 
schedule.

This impact was then multiplied by the estimated ratio of physician costs to medical costs in 
Alaska (66.4%) to yield an increase on medical costs of between +1.2% and +1.9%. The impact 
on medical costs was then multiplied by the projected ratio of medical costs to total benefit costs 
in Alaska (70.2%) to yield an overall increase of between +0.8% and +1.3%.

The results are summarized in the table below:

: etsr V -

(1) Impact on Physician Costs +1.8% to +2.9%

(2) Physician Costs as % of Medical Costs in Alaska 66.4%

(3) Impact on Medical Costs *  (1) x (2) +1.2% t o +1.9%

W Medical Costs as % of Total System Costs in Alaska 70.2%

(5)

Impact on Overall Workers Compensation System Costs In Alaska, 
based on 8.4% increase to current 12/1/2004 physician fee schedule
»  (3) x (4) ................ ...

+0.8% to+1.3%

Page 2 of 2
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M ay 1,2007

The Honorable Johhny Elllis 
Alaska State Senate 
Alaska State Legislature 
State Capitol
Juneau, Alaska 99801-1182 

Dear Senator Ellis:

The Alaska Municipal League Joint Insurance Association (AM LJIA) supports House Bill 228 and I 
encourage you to hear the bill in committee as soon as possible.

The AM L J IA  is a not-for-profit self-insurance pool for approximately 152 cities, boroughs and school 
districts organized under A S  21.76. Member local government entities self-insure for the first $500,000 
of each workers’ compensation loss and purchase reinsurance to statutory limits.

By its design, the pool is considered an efficient risk-financing mechanism because there is no pressure 
to generate shareholder profit. Rates are calculated to cover expected losses, loss development from 
prior years, any incurred but not reported losses, the cost of reinsurance and administrative overhead 
(claims handling, etc.). • ' - * .* * * •

. • • 1

As you are obviously aware, when the Alaska State Legislature passed the workers' compensation 
reform package in 2005, medical costs were frozen at 2004 rates until August of 2007. A s  August 
approaches and the session has reached its half-way point, I have become increasingly concerned 
about the thawing of the 2004 rate freeze. Although I’m not a legal scholar, it appears to me that this 
important issue can only be resolved by a legislative action this session.

Shortly after the passage of SB130, the Medical Services Review  Committee was resurrected to advise 
the Alaska Workers' Compensation Board and the Department of Labor in matters involving the 
appropriateness, necessity, and cost of medical and related services under the Alaska Workers’ 
Compensation Act. I was appointed to this committee along with eight others. Throughout 2005, the 
committee met to formulate recommendations specifically surrounding this issue. The report was 
provided to the legislative task force chaired by then Senator Seekins. I felt there were several good 
recommendations in the report. The report is available from the Division of Workers Compensation 
and I encourage you to review it during the interim as we forge ahead to solve Alaska's Workers' 
Compensation problems.

While I lack sufficient knowledge to recommend what adjustment is appropriate, it does seem fair to me 
to provide for some inflationary protection for the providers.

Thank you for addressing this critical issue. Please let me know if I can be of further heip.

Kevin Smith 
Executive Director PROTECT

A icmcc o f the A L A S K A  M U N I C I P A L  L EA G U E



Alaska State Legislature

/UOfilU
State Capitol Bldg., Rm. 513 
Juneau, AK 99801-1182 
Phone (907)465-4976 
Fax (907)465-3883 
Toll Free 866-465-4976

Fairbanks 
1292 Sadler Way, Ste 323 

Fairbanks, AK 99701 
Phone (907) 452-6084 

Fax (907) 452-6096

Member
House Finance Committee 

Legislative Budget A  Audit

Representative Mike Kelly
House District 7 

MEMORANDUM

DATE: A pril 17,2007

TO: Representative Mike Kelly

FROM: Derek M iller

RE:_________ Changes to HB 228 in CS HB 228 (L&C) (2S-LS0773VK)_____________

The CS for HB 228 (25-LS0773\K) clarifies that the Consumer Price Index (CPI) used to 
adjust medical rates from August 1,2007 to March 31,2009 is the medical care 
component o f the National CPI.

Changes:

Section 1: Page 2, line 3, deletes “for the Anchorage metropolitan area”

Sections 2 - 5 :  No changes.

25-LS0773\K Page 1 4/17/2007





SENATE COMMITTEE REPORT

DATE TURNED 0 / , ..
IN TO OFFICE:

Labor and Commerce Committee considered CS FOR HOUSE BILL NO. 233(L&C)

HB 233 UNCLAIMED PHONE/ELEC COOP DISTRIBUTIONS

"An Act relating to giving notice of unclaimed net margin distributions made by electric and telephone 
cooperatives."

and recommends:

W  be replaced with yo SCS or [ 1 CS £ 3 3  ( t+ C ,  )

[ ] adopt previous [ ] SCS or [ ] CS _____________________  (_________ )

[ ] attached amendment(s)

[ ] adopt____________________________ Letter of Intent

[ ] further referral to __________________Committee

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

DATE: 5/3/07 FURTHER: Finance

SENATE BILL:
f  ^Same Title 
[ j New Title

HOUSE BILL:
[><* Same Title 
[ ] Technical Title 

Change 
[ ] New Title w/ 

SCR#_____

[ ] APPROPRIATION • no fiscal nots

N̂ATURES w m m M l/l) (/S(jU\£p° .Rand”
Q.fr yLs> 1̂

•

ch*.r: Fill's- V



A l a s k a  S t a te  L e g is l a t u r e  
H o u s e  R u l e s  C o m m it t e e

Repr esen tative  John C oghill, C hairman
State Capitol Juneau, AK 99801-1182 (907) 465-3719 

3340 Badger Road Suite #290, North Pole, AK 99705 (907) 488-5725

Sponsor Statement

HB 233 “An Act relating to Bivins notice o f unclaimed net marein 
distributions made by electric and telephone cooperatives ”

The purpose o f HB 233 addresses the sometimes burdensome and ineffective noticing 
requirements o f unclaimed property law regarding capital credits o f  electric and 
telephone cooperatives. Electric and telephone cooperatives from time to time receive 
excess revenue from members that exceed the expenses of operations. The cooperative 
keeps these excess revenues in a member-owned capital account called capital credits, on 
behalf o f the member.

Cooperatives may refund a portion of accumulated capital credits, but in some cases the 
cooperative seeking to refund the capital credits no longer has a valid address for the 
member. As a result, many go unclaimed. Current Alaska unclaimed property law allow 
the credits to revert back to the cooperative as long as the cooperative, at least six months 
prior to the reversion 1) mailed a notice to last known address o f the member; 2) 
publishes a notice o f proposed reversion in the same manner required for publishing a 
service o f summons by publication; and, 3) publishes a notice o f the unclaimed capital 
credits four times, during four consecutive calendar weeks in a newspaper o f local 
circulation.

While mailing to last known address o f members sometimes result in finding members, 
newspaper publication does not result in a significant increase in the number o f members 
who cash their capital credit checks, particularly for rural cooperatives. As a result, cost 
o f compliance with this notice requirement is significant and the effectiveness is 
questionable. HB 233 allows cooperatives the option o f using the internet, instead of 
newspaper publication, to notify its members o f unclaimed capital credits. Alaska is the 
most “wired” state in the country and this bill allows for cooperatives to notify its 
members using a method most likely to reach them.



A l a s k a  S ta te  L e g is l a t u r e  
H o u s e  R u l e s  C o m m it t e e

Represen tative  John C oghill, C hairman
State Capitol Juneau. AK 99801-1182 (907) 465-3719 

3340 Badger Road Suite #290. North Pole, AK 99705 (907) 488-5725

Sectional

HB 233 “An Act relating to eivine notice o f unclaimed net marvin 
distributions made by electric and telephone cooperatives ”

Section 1. Specifies that electric and telephone cooperatives who have internet websites 
have the option to post unclaimed net margins on their intemei website and post their 
website in a newspaper o f local distribution.



Alaska State Legislature

Juneau
State Capitol Bldg., Rm. S13 
Juneau, AK 99801-1182 
Phone (907) 465-4976 
Pax (907) 465-3883 
Toll Free 866-465-4976

Representative Mike Kelly
House District 7

Fairbanks 
1292 Sadler Way, Ste 323 

Fairbanks, AK 99701 
Phone (907) 452-6084 

Fax (907) 452-6096

Member
House Finance Committee 

Legislative Budget & Audit

MEMORANDUM

DATE: April 27,2007

TO: Representative John Coghill

FROM: Derek Miller
Legislative Aide

RE: Changes to HB 233 in CSHB 233 (L&C) (25-LS0779\O)

The CS for HB 233 (25-LS0779\O) requires electric and telephone cooperatives with 
internet websites to post for at least 180 days on their website, a list o f the persons for 
whom the cooperative has unc’Hmed capital credits.

Changes:

Section 1: On page 2, line 4, deletes “30” and inserts “ 180”

No other changes to the bill.





April 20, 2007

Labor and Commerce Committee 
Alaska House of Representatives 
Juneau, Alaska

Re: AVEC’s Testimony on HB 233, Unclaimed Cooperative Distributions

Honorable Committee Members:

My name is Meera Kohler. I am the President & CEO of Alaska Village Electric 
Cooperative (AVEC). We are a non-profit electric utility that serves 52 villages, 
primarily in northwest and western Alaska. The 21,000 residents of our 
communities represent almost half of Alaska's village population.

We are a borrower from the USDA Rural Utilities Service and are required by our 
mortgage covenants to generate a modest “profit" each year from our operations. 
These profits or “margins” are allocated back to our member-owners as “capital 
credits" each year. The allocation is e sentially done on a pro-rata basis. In 
other words, if the member contributed 10% of our gross electric revenues, then 
they will have 10% of the margins allocated to them.

Several years later, the capital credits are returned to the members, either by a 
credit to their electric account or by check. In a number of cases, the member 
has left the community, sometimes without leaving a forwarding address. These 
are the members whose distributions go unclaimed. If we are unsuccessful in 
tracking down the member, their distribution eventually reverts back to AVEC and 
is placed in an account used exclusively for student scholarships.

At issue here is how efforts are made to locate the missing members. Present 
law requires publication of the members’ names in a newspaper of general 
circulation in our judicial district. Since our cooperative serves members in 52 
disparate villages, we wind up spending many thousands of dollars to publish in 
a number of different newspapers. We do have a website, and the names of 
unbeatable members are continuously published there.
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Passage of this legislation will help all cf the members of Alaska’s non-profit 
electric and telephone cooperatives. Money that is not spent on newspaper 
advertising would increase margins and would remain in the pockets of the utility 
consumers of Alaska. It would also recognize that modem technology provides 
very inexpensively what previously necessitated expensive and time-consuming 
efforts.

Your support of HB 233 is respectfully urged.

Thank you,

Meera Kohler 
President & CEO



Written Testimony of Robert A. Wilkinson 
Copper Valley Electric Association Inc. 

before
House Labor & Commerce Committee

on
House BUI 233

Unclaimed Net Margin Distributions by Electric and Telephone Cooperatives

Good afternoon, members o f the House Labor & Commerce Committee. My name 

is Robert A. Wilkinson, and I am the Chief Executive Officer o f Copper Valley 

Electric Association. CVEA is a member owned non-profit electric cooperative 

organized under Alaska Statute 10.25. CVEA provides central station electric 

service to 3,600 customers along 260 miles o f the Glenn, Richardson, and Edgerton 

Highways. Included in our service area is the City o f Valdez and a dozen 

communities spread across the Copper River Basin.

Article 7 o f  the Cooperative’s Bylaws provides that all income received from the 

members in excess o f operating costs and expenses are furnished as capital or net 

margins with the expectation that one day said net margins will be refunded to the 

member. Net margins are held in an account in the member’s name until such time 

as the Cooperative authorizes a refund. Often, net margins may be retained by the 

cooperative for a generation or longer before refunds are authorized. Many Alaska 

cooperatives, including CVEA, have a scheduled period for refunding net margins 

on a 20 year cycle.

In addition to the length o f time between when the margins are provided by the 

member and when they are refunded, there are other considerations which lead to a 

large number o f  unclaimed net margins. During the summer months, recreation, 

tourism, government and fishing industries employ seasonal workers. Other



industries also seem to contribute to the turnover o f our membership. This continual 

turnover o f community residents results in a very large number o f former members 

who cannot be located when it comes time to mail a refund check. A recent analysis 

o f  our current membership revealed the following interesting statistics:

•  Only 1 in 5 members has been on the CVEA system 20 years or longer.

•  Vi o f our current membership has been on the CVEA system 10 years or less.

•  90% o f CVE A ’s current members have joined the Cooperative since 1980.

The end result o f the foregoing discussion is that CVEA has a substantial number o f 

invalid addresses for the intended distributions. Current law requires that in addition 

to mailing a notice o f  reversion to the last known address the Cooperative is required 

to publish a notice in a newspaper in accordance with Alaska Rule o f Civil 

Procedure 4. Such a publication is very expensive and, at least in CVEA’s 

experience, is questionably effective.

This past year following CVEA’s 2004 net margin distribution, we posted names o f 

persons with unclaimed distributions on our website (www.cvea.orgy While we 

have no empirical data to support our claim, the consensus o f our accounting 

personnel is that website advertising is more effective than newspaper advertising 

for a growing number o f reasons. More people are using the internet every day, 

CVEA promotes the website as a place to find this information, the site can be up 

and available longer, it is always “on”, and use o f the internet for communicating 

with customers about important information is gaining widespread acceptance and 

for that reason more members are using it as their source o f  information about the 

Cooperative. Finally, research indicates a growing number o f states are using the

http://www.cvea.orgy


power o f  the internet for providing public notice related to unclaimed property 

including the Alaska Department o f Revenue.

There is one other shortcoming o f the existing unclaimed property act with respect 

to noticing unclaimed margin distributions and that is the expense o f newspaper 

publication. In the case o f CVEA the cost to publish the names o f persons with 

invalid addresses runs into the thousands o f dollars each year we make a 

disbursement. While internet posting will certainly result in some administrative 

cost, it will be a fraction o f the cost o f publishing those same names in the local or 

Anchorage newspaper. Perhaps o f greater concern is the opportunity cost o f not 

spending those publication dollars on charitable, scientific, or educational programs. 

Alaska Statute 10.25.10 provides that cooperatives may make donations for the 

public welfare. In the case o f  CVEA, $100,000 has been awarded in scholarships to 

graduating seniors, all funded with escheated capital from unclaimed distributions. 

House Bill 233 will help to minimize the cost o f noticing and maximize the dollars 

available for assisting with post secondary education.

In closing, I thank the Committee for the opportunity to testify on this important 

legislation, I truly believe this legislation will be good for electric cooperative 

customers. I urge the Committee to move this bill for the many sound reasons 

discussed in my testimony.

Thank you.



VWTB PAPER ADDRESSING 
Alaska Unclaimed Properly Act 

it  ii Pertains to Electric and Telephone Cooperatives 
Organized Under AS 10.2S

February 22,2007

Purpose of this oaoer

The purpose o f this paper is to describe Iho sometimes burdensome and inelTcctive noticing 
requirements o f Alaska’s unclaimed property law in regards to capital credits o f electric and 
telephone cooperatives. This paper also suggests ways to improve the law to benefit members or 
Alaska’s cooperative utilities by allowing cooperatives to take advantage o f changing technology 
to contact their membcn.

Electric and Telephone Cooperative Act

Electric and telephone cooperative utilities organized under AS 10.23 operate on a nonprofit oasis. 
Revenues received which exceed the expenses o f operations are fumishod to the cooperative by 
the member with the understanding that the cooperative will retain those excess revenues in a 
capital account on behalf o f the member. The member-owned capital account is called capital 
credits.

From time to time electric and telephone cooperatives may refund a portion o f accumulated capital 
credits.

Member Refunds Mav Go Unclaimed

The length o f time between when the cooperative receives the excess revenue and wher.4he 
cooperative attempts to refund capital credits can be 20 years or longer. In some cases the 
coopcratve seeking to refund capitsl credits no longer hss a valid address for the member. A3 a 
result, those capital credits may go unclaimed.

Alaska’s Unclaimed Property Statute as it Pertains to Capital Credits

Under Alaska’s unclaimed property law, capital credits are presumed abandoned if  they remain 
unclaimed by the member for more than one year after the date authorized for distribution. (AS 
34.43.200(c)). The abandoned capital credits revert to the cooperative so long aa the cooperative, 
at least six months prior to the reversion, (1) mails a notice o f the proposed reversion to the last- 
known address o f the member as shown on cooperative records, and (2) publishes a notice o f the 
proposed reversion in the same manner required for publishing a service o f summons by 
publication. The second requirement requires the cooperative to publish a notice o f the unclaimed 
capital credits four times during four consecutive calendar weeks, once each week, in a newspaper 
o f local circulation. (Ste Alaska R. Civ. P. 4(eX2)). Providing notice by publication for a court

2/26/2007 CVEA



caw a  a last resort that is generally used only when it appears that no other alternative means of 
notice is availabla

The Problem for Alaska Cooperatives

AS 10.23.010(13) provides that electric and telephone cooperatives may make donations for the 
public welfare or for charitable, scientific, or educational purposes. Many cooperatives use 
unclaimed capital credits as a source o f revenue to fimd charitable programs, specifically 
scholarship programs. While mailings to the last known address o f members sometimes result in 
finding members, for some cooperatives (particularly those outside o f urban areas), newspaper 
publication docs not result in a significant increase in the number o f members who cash their 
capital credit checks.

As a result, the effectiveness o f the publication by notice requirement o f AS 34.43.200(c) <s 
questionable and the coat o f compliance can be significant when compared to other methods of 
notice that take advantage o f improved communications technology. The end result is that dollars 
that might be better spent on other means o f providing notice or donated to charity, are instead 
spent on publishing newspaper advertisements.

There are over 900 electric cooperatives in the United States.

Research regarding notice requirements for unclaimed capital credits in other states indicates there 
arc a variety o f policies for addressing this issue. Many o f the modem rules for providing notice 
take advantage o f the power o f the internet:

* Four slates allow cooperatives to provide electronic notice to owners o f unclaimed 
capital credits.

■ Two o f the aforementioned states require cooperatives to publish in newspapers the 
web address where the list o f unclaimed credits can be found.

• Some states require a notice only in communications to members.
■ One slate does not require a notice.
■ Eleven states arc required to publish names in local newspapers from one to four times. 

Oilier Precedent

Using the internet for noticing unclaimed property has some foundation elsewhere in Alaska’s 
unclaimed property statutes. Under AS 34.45J10(bXl), the Department o f Revenue provides 
notice to owners o f other kinds o f unclaimed property using an internet website.

The Department also may notify apparent owners through newspaper publication or any other 
method it deems efficient. Set AS 34.45.310(2). Because electronic notice is already required for 
unclaimed property held by the Department, there is good reason to believe cloctronic notice 
should be sufficient for unclaimod capital credits.

2/26/2007 CVEA



Cpncinwn

Alaska ii the most “wired” state in the country when it comes to internet usage. It makes sense to 
allow cooperatives to pick the method o f notice to their members that will bo tho most likely to 
reach (hem. Simple legislation will allow Alaska cooperatives to harness the power o f the intomct 
to inform their members and former members o f their unclaimed capital credits. As can bo seen 
above, this is consistent with steps taken by other state legislatures and with the Stale o f Alaska’s 
own approach to other forms o f unclaimed property. Suggested language to modify AS 34.45.200 
(e) is attached.

2/26/2007 CVEA



Suggested language to address problems with unclaimed 
property noticing requirements pertaining to capital credits 
of Alaska’s electric and telephone cooperatives.

AS 34.45.200. Stock and Other Intangible Interests in 
Business Associations.
(a) Stock or other equity interest in a business association is presumed abandoned five years after 
the earliest o f the date
(1) o f the most recent dividend, stock split, or other distribution unclaimed by the owner;
(2) that a statement o f account or other notification or communication concerning th j stock or 
other equity interest was returned as undcliverable; or
(3) that the holder o f the stock or other equity interest discontinued mailings, notifications, or 
communications to the owner.
(b) Unmatured or unredeemed debt o f a business association, other than a bearer bond or an 
original issue discount bond, is presumed abandoned five years after the dale o f the most recent 
interost payment unclaimed by die owner.
(c) Matured or redeemed debt, including bearer bonds and original issue discount bonds, is 
presumed abandoned five years after the date o f maturity or redemption.
(d) At the time property is presumed abandoned under this section, any other property right 
accrued or accruing to the owner as a result o f the property interest and not previously presumed 
abandoned is also presumed abandoned.
(e) A distribution o f net margins by a coop",alive incorporated under AS 10.25 is presumed 
abandoned if  the distribution remains unclaimed by the c vncr for more thin one year after the 
date authorized for the distribution. Tho distribution presumed abandoned under this subsection 
reverts to the cooperative ifthe cooperative has, at least six months before the proposed date that 
the distribution reverts to the cooperative,
(!) mailed a notice o f the proposed reversion to the last known address o f the owner as shown on 
th  ̂cooperative records; and either
(2) published notico o f the proposed reversion in the manner provided by law or court rule for 
service o f a summons by publication; or
(3) Ported the owner’s name on a fist o f unclaimed capital credit owners on the cooperative*! 
web site and published a newspaper ad notifying the public o f the websito where the list o f 
unclaimed capital credit owners can be found.___________________________________________

2/26/2007 CVEA
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ALASKA STATE LEGISLATURE

Senator Johnny Ellis, Chair 
Senator Gary Stevens, Vice Chair 
Senator Bettye Davis 
Senator Lyman Hoffman 
Senator Con Bunde

Senate Labor & Commerce Committee

HB 233 UNCLAIMED PHONE/ELEC COOP DISTRIBUTIONS 
Changes from version O to version T

Version O:

•  Mandates that if  an electric cooperative has a website, that the list of names o f persons who 
have unclaimed distributions be published in the usual manner o f unclaimed property (“manner 
provided by law or court rule for service of a summons by publication”), or

•  Post on the website for at least 180 days a list o f those persons, and

•  Publish a notice in a general circulation newspaper in the cooperative’s judicial district 
directing readers to go to the website for the list. The bill also defines a newspaper o f general 
circulation by reference to statute (AS 09.35.140).

Version T:

• If the cooperative has a website, it must post the list o f names for at least 180 days on the site, 
and

•  Must post a notice on the home page that the list is on the site. That notice must contain a link 
to the list and the following prominently displayed notice line in all capital letters: “DO WE 
OWE YOU MONEY? UNCLAIMED (NAME OF COOPERATIVE) CAPITAL CREDITS,” 
and

•  Publish once a week for four consecutive weeks a similar notice in a general circulation 
newspaper in the cooperative’s judicial district. If the newspaper has an internet edition, the 
notice is to be simultaneously published there.

•  A newspaper o f general circulation is defined as in version O.



LEGAL SERVICES
DIVISION OP LEQAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 998C1-1182
Mall Stop 3101 Dettverie* to: 129 6th St., FVn. 329

M E M O R A N D U M  March 22,2007

SUBJECT: Bill relating to the treatment of certain unclaimed distributions 
made by electric and telephone cooperatives 
(Work Order No. 25-LS0779\A)

TO: Representative Mike Kelly 
Attn: Derek Miller

FROM ATheresa Bannister 
Legislative Counsel

This memo accompanies a draft of the bill described above.

Net margins. Since AS 34.45.200(e) uses "net margins" rather than "capital credits," the 
draft continues this use in the material that you requested. If you want to use "capital 
credits" instead, that can be done, but the term should then be changed throughout 
AS 34.45.200(e).

If I may be of further assistance, please advise.

TLB:med
07-189.med

Enclosure





DATE: 3/14/08

SENATE COMMITTEE REPOR1

DATE TURNED 
IN TO OFFICE:

FURTHER: Finance

^abor and Commerce Committee considered CS FOR HOUSE BILL NO. 289(FSH)

HB 289 EMPLOYMENT TAX EXEMPTION: SPILL RESPONSE

"An Act exempting employers from paying unemployment tax for temporary services provided by fishing 
vessel crewmembers and related to emergency oil spill training and response activities; and providing for an 
effective date."

and recommends:

{ ] be replaced with [ ] SCS or [ ] C S _________________________ (____________

[ ] adopt previous [ ] SCS or [ ] C S _________________________ (____________;

[ ] attached amendments)

[ ] adopt_____________________________Letter of Intent

[ ] further referral to Committee

SENATE BILL:
[ ] Same Title 
[ j New Title

HOUSE BILL:
Same Title 

[ ] Technical Title 
Change 

[ ] New Title w/ 
SCR#

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
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Alaska State Legislature

Speaker John Harris
Room 208 
Juneau, AX 99801 
Phone: 907-465-4859

Rep. Paul Seaton
Room 102 

Juneau. AK 99801 
Phone: 907-465-2689

House District 12 ~ House District 35

HB 289 encourages participation in the state’s oil spill response program 
by exempting fishing vessel owners and crew who participate from 
having to pay unemployment taxes while they are performing oil spill 
response duties.

Vessel owners and crew members undergo oil spill response training to be 
prepared to respond to state disasters as a service to the state on a 
voluntary basis. Training for the program and responding to small spills 
only takes a few days at a time, filing paperwork and paying 
unemployment taxes for s .ch a short period of service is unreasonably 
burdensome. Because commercial fisherman are not covered by 
unemployment insurance when they engage in commercial fishing, most 
will not be in a position to have enough service time accrued to collect 
unemployment after having only worked a handful of qualified days in the 
oil spill response program.

In the unfortunate event of a large spill (such as the Exxon Valdez), if 
vessels spend seven or more continuous days responding to an oil spill 
vessel owners would be required to participate in the unemployment 
system and their crew would be covered.

In summary, HB 289 encourages fisherman to continue to participate in 
the state’s oil spill response program by removing burdensome 
unemployment requirements. The state needs more vessels willing and 
able to respond to such disasters and must work to remove barriers to their 
participation.

Last updated on 3/17/2008
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Katie Shows

From: Louie Flora

Sent: Wednesday, January 23,2008 4:10 PM 

To: Katie Shows

Subject: FW : Harris bill on Fishinj Vessel Program

From: Scavera, Paula D (DOL) [mailto:paula.scavera@alaska.gov]
Sent: Wednesday, January 23, 2008 1:54 PM
To: Louie Flora
Cc: Kramer, William T (DOL)
Subject: FW: Harris bill on Fishing Vessel Program

Here you are. Thank you. Paula

From: Johnston, Robert -  ETA 
Sent: Mon 11/26/2007 9:01 AM 
To: 'Richard Berkowitz1
Cc: McGucken, John * ETA; Hildebrand, Gerard -  ETA; ONeal, Pat -  ETA 
Subject: RE: Harris bill on Fishing Vessel Program

Mr. B e rk o w itz ,

I have reviewed the draft legislation that you provided regarding the Alaska UI 
coverage issue for fishermen participating in oil spill exercises/drills/response. 
As drafted, it does not appear to create any issues with Federal unemployment 
compensation law and as such will not endanger the certification of Alaska's UC law 
under FUTA.

I cannot give you any opinion as to how the Internal Revenue Service will view 
these payments for purposes of collecting the Federal Unemployment Tax. However, I 
do refer you to Unemployment Insurance Program Letter (UIPL) 36-96 which explains 
in brief treatment of fishermen under FUTA. You can find that UIPL at:

h t t p : //wd r . d o l e t a . gov/directives/corr_doc. cfm?DQCN=730fattachment

Please feel free to contact me if you have any further questions.

Bob

Robert Johnston, Supervisor 
State Conformity and Compliance Team 
U.S. DOL Office of Workforce Security 
Division of Legislation 
202-693-3005

Any advice provided in this e-mail represents an informal, staff-level opinion. If you would tike a formal opinion, please write Cheryl AtUneon, 
Administrator, Office of Workforce Security, 200 Constitution A  vs. NW, Room 8-4231, Washington, DC 20210.

 Original M e s s a g e ------

1/31/2008
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Prom: Richard Berkowitz [mailto:tinatitutedqwest.net]
Sent: Wednesday, November 21, 2007 8:06 PM 
To: Johnston, Robert - ETA
Subject: FW: Harris bill on Fishing Vessel Program

Mr. Johnston,

Per our conversation regarding the Alaska UI coverage issue for fishermen 
participating in oil spill exercises/drills/response, I am forwarding the 
draft legislation to you and would welcome any comments you may share. I . 
particularly interested in the IRS-FUTA issue and whether the exclusion of 
fishermen by state statute would pass muster with them.

Once again, thanks for your advise and assistance.

R e g a r d s ,

R ich

Rich Berkowitz
Director, Pacific Coast Operations 
Transportation Institute 
2200 Alaskan Way, Ste. 110 
Seattle, WA 98121 
(206) 443-1738 phone 
(206) 443-0917 fax 
www.trami-inst.org 
tinstituteiqwest.net

Subject: Harris bill on Fishing Vessel Program

Attached is a bill drafted by Rep. John Harris on the unemployment issue 
for participants in the Fishing Vessel Program.

Doug Mertz, meantime, continues to investigate how state law relates to 
overlying federal law on this issue, and whether federal action as well 
as state action may be required.

1/31/2008

mailto:tinatitutedqwest.net
http://www.trami-inst.org
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KENAl ALASKA 9M11-9106
P H O N & (W 7 )* M « 7 »rAX(907)2H4U2

S a n k H H ^ C O V B M O U

LEE MARTIN 
BAD BETTY 
PO BOX 743 
HOMER AK 99603

Dear Boat Owner

We have received information that indicates that you may be engaged in tendering 
operations or oil spill response drill exercises in Alaskan waters.

Under Alaska law, wages paid to your employees (crew) for tendering operations at oil 
spill response drills are reportable lor unemployment insurance purposes. Alaska laws 
exempt fishing operations for Alaska-based employers fishing with e crew of fewer than 
ten members who are paid on a share basis (AS 23.20.526 a 17). However, Alaska law does 
not exempt wages or shares peid to your employees while working in tendering or oilspiH 
drill operations.

If you are paying wages reportable to the Alaska Department of Labor and Workforce 
Development please complete and return the enclosed Registration Form TREG and return 
it within 15 days to be in compliance with the Alaska Employment Security law.

If you are not paying any reportable wages, please date and sign this letter below and 
return it within 15 days. Please also include your phone number in case we have further 
questions.

Thank you for your time and cooperation. Please call me at (907) 283-1478 if you have any 
questions concerning this matter.

Sincerely,

James Nantau 
Field Auditor

End: Employer Registration Form

DEPARTMENT O F  LABOR A  W ORKFORCE DEVELOPMENT
EMPLOYMENT SECURITY DIVISION

November 5,2007
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3301 Mgls St, Room 106 
PO Box 241767 
Andm g^TK 99524-1767 
(907)2®4BS0 
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Juneau, AK 99811-5509
/R rflB 7 ) 465-2374

Wnte Empfcymnt Sh irtyTbxOffioa 
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K n^A K  99611-9106 
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Aar (907) 283-5152

WMrihftrqfr^ffierf Sea rtyTtec Office
877Cbmmstte&Vi
WMteAK 99654-6937
(907)352-2535
Aar (907) 352-2561

Alaska
Employer
Registration
Form
Who k  required to flte tfcfc term?
Every employing unit, including m y person. flim , 
corporation, or other type o forgm bdkio that ter 
some ponton o f  a  day within the calendar year has 
employed one or more persons, Is required by tew 
end regulation to file this report I f  you are 
uncertain o f  your need to register, contact The 
Registration Unit or your nearest Field Tax Office.

TO  CONTACT US;
♦ Toll-free telephone number to connect to your 

Field Auditor i f  you are located hr Alaska 
(except Anchorage, Fairbanks, Jut. au, Kenai, 
or Was ilia), out-of-state, and Canada:

1468-446-2937
♦ Toll-free telephone number to connect to your 

Employer Account Representative in our 
Central O ffice in Juneau ter all areas outside 
Juneau, out-of-state, and Canada:

1486-4464527

♦ Toll-free taiephooe number to connect to Relay 
Alaska TDDfTTY/TT Services:

1400-7764973
♦ E-mail at: esd ta.viclabor.^ate.ak.us 
Mail the com pined Registration F o ra  to:

Alaska Department o f  Labor 
aad W orkforce Devaiopoieat 
Employment Security Tax 
PO  Box 115509 
Juneau, AX  99811 -5 5 0 9

We ere aieqial opportunity coptoyenprofnn. Auxfflny 
■ids md nrvioee tn  available upon requett to infividuals 
witbcSabiNdek

Fm m TMG i
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II.
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I.la riu mailfctf idBrni *f te  k iik n i 

LaB tfce ptianr anker af <u kutten.

Ijb  yam rkvtnal vnrioiac ib m i Ib AtoU if kiAamtea tom i. ti 
vati ia aai invr a pkywcsl»<*k»M A Atokb plcm ĉ Ufet tftiueis 
me#* iNb aec »nt«ic. Ib« taaWewl »ntoil«l aa l>|e t.

12. UayaurFAXteBter.

13 Thk laai cbmh w Mutiwami Jut la iwuoar to atepaaiai efyaar tw
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UPDATE REG ISTRATION  INSTRUCTIONS 

To updaierefiamloB information, b« awe wchackOaBpdMibox at dump ItftoftfiefArTB in dwDapaRMM o f Utaraddnublock.
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Vetaatary Election of Coverage tor E xdidd fa y liy — t 

Ctack the typee of noa-covered anpioymsat you wish to eovtr
□  Corporate Officer* □  D o a u b c

O Ptahtag O Other (S p ed *)________________
Indicate the date you  request c o w m g o  o f  excluded em ploym ent to be aflaetive:

^ S n S f B B5CTB5T
Tfyfli ripftMtt i m r p o m n w  wA nrfrii in htvt tftfpnrnii oflUwi m v » L  

i l lo A b n M iltW M d M in ia

This epeaartnt,w l*i approved, is hmdagtbr the remainder o f the cekaderyevia which ills noafred sad two eddMoaaijMn. Cavern s coadnom iaeflhctooayceHy bams until ehherya«or the Agency nendnam the agmememfcmwtrtaghaftmlln ib  13 of da 
vivlbrwMciitheitnBiMrion IsiMDMfcdi f a H n n a m i n i — it» *«««>« »i«ti»  m »««i m w

Vohmilfy Coverage etoctioealfcetivt the quwer the tmaaboeome delinquent

Additional Worksites (See instructions oa Pago 2, Item 11)

Second Worksite
S— <Dji>S iatarn At)

Melfe* AMrtM Ck> Sum V? SaOacu nw<

ftiyUctl Adliw Cky Sttu tw hXNmifcr
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AaanMaaoKfcy:
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O ther Address Usage Information
S i n t  i f *  ha* Raft NeOra OwuU W MaM w:
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n ik o M
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fcaNaftOw
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TYPES OF EXCLUDED EMPLOYMENT 
FOR WHICH COVERAGE MAY BE ELECTED

S < M m fw i> in li  aCaaw rfAaaan H Ai U Oread H r  AS IO C*
N tm  /«  c tf trm  4/tc*n n »  »■ m rtrtd ■  I/fW^L
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Self-employment b not o tn n d , nor c u  coverage be elected.
Examples of self-employment indude sole proprietors, partners, and metnben of an LLC
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STATE OF ALASKA / b a k a h  pa lo t , o o v e k k o r

Department of Labor 8s
Workforce Development 

Em ploym ent Security Division 
Kenai Tax Office

Phone: 1-907*363-4470 
Puc 1-607-366-5152

11512 Xmai Spur Huy. • »  2
Kenai. AK 99011

November 14, 2007

Robert Porter 
Sunburst 
P.O. Box 7081  
Nikiald, AK 99635

Dear Mr. Porter:

Please find enclosed inform ation on contract labor.

As I understand the procedure, the training is  done by Alyeska Pipeline and you 
as the boat owner are paid by Alyeska and in turn you pay the crew members.

After reading the information on contract labor versus em ployee em ploym ent 
statu s, it should be quite d ear you have em ployees, not contract labor.
We would appreciate your cooperation in filing the registration form with  
Departm ent of Labor. Be advised; by not sending in  the registration form, could 
lead to tax audits, interest 6c penalty fees, and possible fine by Worker’s  Comp, 
insurance which could be quit severe.

If you still disagree, may I suggest you contact Bruce Qexrison at 1-888-448-3527, 
Mr. Garrison is the Supervisor, Audit Operations.

I thank you for your tim e in  responding to the letter of November 5, 2007.

Sincerely

T»
Jam es K. Nantau 
Field Tax Auditor

Encl. Contract Labor Info

rtoB
TITUCIZIAST TW  M te t »»•#



HIRING
ASSISTANTS

INSTRUCTIONS

INTEGRATION

INVESTMENT

ORDER OR 
SEQUENCE SET

PAYMENTS

PROFIT OR LOSS
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The foUowtng table is an example o f the factors used to determine employment status 
compering the employee versus the independent contractor.

FACTOR. EMPLOYEE INDEPENDENT 
CONTRACTOR . J.

CONTINUING
RELATlCtVSHXP

•An employee has an ongoing Meriting 
relationship with you, even If work is 
performed at frequently recurring, 
although irregular, intervals.

An Independent contractor's 
relationship with you wHl 
have an identifiable end 
when the job k  campietao.

EXPENSES A n  employee may be eligible for 
reimbursement o f business related 
expenses.

An Independent contractor la 
not reimbursed for expenses. 
Estimated expenses are 

jQdudeg.lnthejoofcid.
FULL-TIME WORK Full-time hours spent at one Job 

Indicate employee status.
An Independent contractor 
spends less than a llili-tim e 
workweek at each job.

An employee does not employ 
assistants or additional staff.

An independent contractor"”  
provides ail worites* required 
to accomplish the Job.

T Z U Z m o a t  T W  T « : t t  iM S / M / v *

An employee must comply with your 
instructions about when, what* and 
how to work. Your light to issue such 
Instructions Is tnc controlling factor.

An independent contractor Is 
responsible only for 
accomplishing the job; wnen, 
where and how its 
accomplished is up to him or 
her.

An employee's services are Important 
to the success or continuation of your 
business.

The services provided by an 
indeptndent contractor are 
often peripheral to the 
success or continuation of 
the business.______________

An employee does not have a 
significant financial business 
investment In your business.

An independent contractor 
he* a significant financial 
Investment *n his or her 
business.

An employee does not offer his or her 
services to the general public.

An independent contractor 
solicits work from the 
general public

I An employee may be required to 
perform his or her job in an order or 
sequenoe determined by you.

An Independent contractor 
determines the order in 
which he or she wfll
jffigfflptehajgb.-

An employee <s paid by the hour, 
week, month or year.

An Independent contractor is 
paid by the job or on a 
straight commission.

An employee cant realize a loss or a 
profit He or she receives a set wage.

An independent contractor 
may realize a profit or loss 
dependent upon the 
expenses iowrTgd,_______
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%
REPORTS An employee may be rpqukeif to 

m*k» periodic written or verbal 
■eports to you regarding the status of 
ongoing projects.

Because an Independent 
contractor is tasporuMe only 
for the completed products, 
he or she docsnt maloe

R IG H TTO R R E You may flre an employee at any 
time. .

An independent contractor 
may not be tired so long as 
he or she produces the 
required n e u fc  .

WGKT.TO Q U IT An employee has the right to quit at 
any time vrftfiout Incurring litbffty.

An independent contractor is 
(a p O flD I for M  wmummJJMf

e
coinpMtioft.of the job 
contracts for. H ew  she 
Incurs Kebiuty for foiure to 
complete R.

SERVICES
RENDERED
PERSONALLY

An employee must perform his or her 
job personally.

An inoependent contractor 
may hire any labor needed.

SET HOURS OF 
WORK

An employee must work set hour* as 
established by you.

An Independent contractor 
may work tha hours ha or 
she chooses.

TOOLS AND 
MATERIALS

You provide an employee wrfth 
necessary tools, materials and 
fatilMes.

An Independent contractor 
provides the tools, materials, 
and facilities required.

TRAINING You train an employee to perform the 
job to your standards.

An Independent contractor is ' 
responsible for acquiring any j 
training needed.

1 WORK DONE ON 
PREMISES

An employee works on your business 
premises or along a route designated 

_byyou.

An Independent contractor 
provides or determines the 
area where he or she works.

WORKS FOR MORE 
THAN ONE PERSON 
OR FIRM

An envrtcyee usually works for one 
person or firm.

An independent contractor 
works for more than one 
person or firm at the same 

JfrDfc . . . . . . . . .

#
ISTXSIIiO fl m  19*91 iO M /M /n
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RECEIVED
MEMORANDUM

FEB 2 * 1999

TOi Honorable Ed Flanagan ntfica ot th® Cornrni*ttlC«r
Commissioner u
Department of Labor nuNO:

TKt.NO:

SUBJECT:

pkomi Toby N. S t e i n b e r g e r ' / ^
Aaslatent Attorney General 
Governmental Affaire Section, Anchorage 
Department of Law

State of Alaska
Department of Law

February 17, 1999 ^

« 1 - M - 0 3 K

269-5178 *

-  “ ■  ■ % ,

Commiaaionar Caahen requeated our opinion on whether 
fiahermen performing "tt3t fishing" are entitled to- benefita from 
the Fiahermen'a Fund established under AS 23.35.010 if they are 
injured while conducting "teet fiahing." It is our opinion that 
fishermen who are injured while they are performing teet fishing 
are not entitled to benefita from the Fiehermon'a Fund becauee they 
wore not commercial fishing whan they were injured.

Under AS 16.05.050, tho Department of Fiah and Game 
contracts with the ownar or master of a vassal to conduct tast 
fl hing.1 The tesma of the contracts vary. In some cases, the 
contract provides that, in return for conducting the test fiahing, 
the owner or master of the vessel may receive a portion of thf 
value of tba fiah delivered to the atate. In some cases, the owner 
or the master of the vessel may keep and sell the fish. Yet, In 
ocher cases, the Department of Fish and Gama may contract to have 
tho "easel owner conduct tast fishing for a fee unrelated to the 
value of the fish. Crew members of the fishing vssael will likely 
have commercial fishing licenses or fiahing permits.

Under AS 23.35.070, "a fisherman, upon becoming disabled, 
is entitled to receive benefits . . . However, only fishsrmon 
actually engaged in commercial fishing at the time of tiuir injury 
are entitled to benefits from the Fishermen's Fund. Alaska 
Jtetuta 23.35.150(3) defines "fisherman" to mean a fisherman 
engaged in commercial fishing. Alaska Statute 23.35.150(3) reads:

(3) "fisherman" means a parson who is licensed by 
the state to engage In commercial fishing under 
AS 16.05.480 or who is the holder of a permit 
issued under AS 16.43 and who, at the time in-turv 
in_ euetalned or illnasa ia contracted, is actually

1 Sea,generally Kodiak Seafood Processors Aas 'n . v. State. 900 
P.2d 1191 (Alaska 1995).
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Cordova District Fisherman United
PO Box 939 | 509 First Street | Cordova. AK 99574 

phone. (907) 424 3447 | fax. (907)424 3430 
web.^ww.cdfu.org { email, cdfu@ak.net

Re: HB 289n Tax Exemption: Spill Response

Dear Representative John Harris,

Cordova District Fishermen United (CDFU) wants to thank you for introducing this 
important piece of legislation.

We are in full support of House Bill 289.

CDFU is a membership organization that represents over 500 commercial fishers in 
Prince William Sound. The regional Ship Escort Response Vessel System fleet is 
comprised of approximately 200 of our individual members who, along with their 
designated response crew are trained as professional oil spill responders. These 
individuals are the first lir * of defense in the event of an oil spill in Alaska’s waters.

As your bill recognizes, requiring vcssci owners to process and |>ay Alaska Department 
of labor taxes for crew earnings would place a disproportionate burden on vessel owners. 
On behalf of our members, we truly appreeia;c your efforts to find a workable solution to 
this issue.

Yours Sincerely,

Gerald McCune 
President

Serving The Fishermen Of Area E Since 1935

mailto:cdfu@ak.net


m *  I'WMVIMI

PWS Reponel C*zw«s 01 :3 8 :4 4  p.m . 02-13-MM 212

« I U  u

tagional CMmw' Advisory Coancfl /  *Citizens promoting environmentally safe operation o f the Alyeska terminal and associated tankers.*
In Anchorage: 3709 Spenard Road / Suite 100 / Anchorage, Alai lea 99503 / (907) 277-7222 / FAX (907) 277-4523
In Valdez: P.O. Box 3069 /130 South Mealt / Suite 202 / Valdez, Alaska 99686 / (907) 834-5000 / FAX (907) 835-5926

fltyrfartm

CMyrfIM* 

OtyWI 

Ol yr f J  

CHyrf VWta 

CltyW WWttftr

CwwUlyef ChcMfa lay
fl—n̂»y

TdttWi

CwUw DUfrkt

February 13, 2008

Click Bishop, Commissioner 
Alaska Department of Labor 
PO Box 111149 

Juneau, AK 99811-1149

Re: Resubmlsslon of Feb. 5 comments regarding House Bill 289, exempting 
fishing crews from employment security tax during oil spill response training

orrftw  Dear Commissioner.

We are writing to let your know of our support for House BUI 289, which would 
establish an exemption from unemployment security taxes for fishermen 
participating in training for emergency oil spill responses. These individuals 
are exempt from the ESD for their normal fishing activities, and a substantial 
number of boat owners say they will withdraw from the spill response 
program If they have to take on a large tax paperwork burden for a few days 
per year of spill drills.

Fishing vessel responders are a vital part of preparedness for oil spills. The 
fishing vessels that responded during the Exxon Valdez crisis were critical to 
saving several areas from damage. We believe It would be a great loss if any 
of the more than three hundred vessels now signed up as responders were to 
withdraw from the program due to this new interpretation of law.

HB 289 is a simple fix for this problem In the previous committee hearing, no 
one spoke against it, and your department testified that the amount of taxes 
involved is so small that a new exemption would not impact the program

Thanks for your help. Please let us know if we can provide any other 
information.

OHSfiI  kaftan 

M M

wohn S. Devens, PhD. 
Executive Director

270.105.0280213.HB289EStax.doc
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January 25, 2008

Representative Paul Seaton 
Chair, House Fisheries Committee 
Capital Building 
Juneau AK 99801-1182

%

Re. House Bill 289 

Dear Chairman Seaton

ATC supports passage of HB 289. The fishing vessels are nn integral part of an 
oil spill response should a spill to sea occur. We consider the fishing vessels 
owners and fishermen our partners in response. This Bili eliminates some paper 
wortr burden on the fishermen and the fishing vessel owners, and also provides 
some financial relief to these entities as they prepare for and assist in incident 
response.

Our Contingency Plan in case of a sptii relies on the cooperation and enrollment 
of the fishing fleet in our response to a spill. This Bid encourages their 
participation, so we support it.

We believe using fishing vessels in case of a spill is good for ait affected entities, 
and results in a more robust response.

Very Truly Yours,

/A u lA U & tK .

Anil Mathur 
President and CEO

SQE CERTIFIED



C ity  of Seldovia
^  P.O. D r a w e r  B *  S e l d o v ia , A l a s k a  99663
t f  Ph on e :(9 0 7 )2 34 -7 643  F a x :(9 0 7 )2 3 4 -7 4 3 0

2/22/2008

Representative Paul Seaton 
State Capitol, Room  102 
Juneau, Alaska 99801-1182

Dear Representative Seaton;

This letter is to let you know that the City o f  Seldovia fu lly  supports your House B ill 289.

As a coastal community the City o f  Seldovia is very much aware o f  the importance o f  the 
Alyeska Emergency Response Fishing Vessel Program. The service provided by the vessels and 
crews in the A lyeska Fishing Vessel Program is a vital and priceless service that cannot be 
jeopardized in any way, shape, nor manner. It is nothing short o f  ridiculous to consider m y tax 
(unemployment insurance and its’ requirements) that would diminish the emergency response 
fleet by even one (1 )  vessel and crew.

Our fisheries and shoreline habitat has yet to recover from the last o il sp ill disaster and may n ' er 
fu lly  recover. Should another incident s im iL r to the Exxon Valdez disaster ever again occur this 
short sighted application o f  taxation w ill cost the State far more than the relatively few tax dollars 
raised during O il Sp ill D rill Operations.

Keep up the good work.

Sincerely

Howard R. Davis
City Manager, City of Seldovia
c itym anager@ c ityo fse ld ov ia .com  
9 0 7 -2 3 4 -7 6 4 3  ( v )  9 0 7 -2 3 4 -7 4 3 0  ( f )

C C : Representative John L . H arris

mailto:citymanager@cityofseldovia.com


This lettm is in regaitb to the reoeotdocumants, about paying unemployment taxes for 
cmw members, that were sent to the to die oonmet holder* for the oil spill response 
industry fishing vessel program. 1 have included copies of dross documents and this letter 
is s brief summery of the fishermens response to this and the possible outcome from this.

Many fisherman have been in contact with their accountants or tax persons about this 
and they don't see any way around this other than the fisherman will hsve to file and pay 
this tax. The fisherman are asking why the State of Alaska can’t just roll the oil response 
vessels into the same exemption as commercial fisherman ( AS 23.20J26A17).

As you can sec from forms 940 and 941 there is a lot of time and paper work involved 
as well as alot of cost because time means money in addition to the actual tax itself

Also the fisherman will be required to file with the Federal Government under FUTA 
and will now have to file quarterly reports for their taxes which only adds more paper 
work.

Even though fishermen and their crew will be paying unemployment tax, there is no 
mechanism for them to ever be able to draw money out even if  they are unemployed.

Many fisherman have indicated that if they hsve to do all this paper work and pay this 
tax, they will probably drop out of the oil spill vessel response programs.

The State of Alaska needs to step up and go to bat Ibr the States on watar volunteer 
fin  department that shews op with their own fire tracks so to speak and not rtqoii* 
them to have to pay this unemployment tax.

Thank you, 
Dave Blossom.

T O S B T I U W l O S t  XVd SC SCI iO O C /S S /I I



Oil-spill fishing vessels hit with state 
unemployment tax
UNEMPLOYMENT: Soma owners say they'll pull out of tho response plans.
•y WtSUYLOY
wtorBMn.cem
M tlM :  Movwntwr 1. 2007
UU MoaAetf: Novimtw 1. 2007 M 05:37 AM

A key component of plans to dean up a  big oH spill m Prince WHHam Sound -  using a fleet o f  
Ashing boats to help corral the on — might be In danger o f unraveling due a  new stats labor 
demand, an oil Industry watchdog group says.

This summer some boat owners got letters from a state Labor 
story t»»u  Department auditor saying they need to pay unemployment Insurance
Comment en  tMe story t u t s  for crewmen working In splK response or drills.

• fntnd
*nnt 
D»w this And more letters might be coming. A week ago, labor officials asked 
SMd Miwtvini Alyeska Plptilne Service Co., tho oil company consortium that runs the
s«fid link via aim Valdez tanker port, for the full list of fishing boats wKh which Alyeska
root siio : A | A | A  how* contracts for spin response.

Some fishermen have vowed to quit the Industry-funded oil spUl 
response program due to the paperwork end costs Involved with unemployment Insurance.

‘Our concern Is that It will damage or, in the worst case, wipe out the Ashing vessel program,' 
said Stan Jonas, spokesman for the Valdez-based Prince WMtem Sound Regional Citizens'
Advisory Council.

The coondl and the fishing boat cleanup program both were created m the wake o f  the Exxon 
Valdez tanker disaster in 1989, which released nearly 11 mUUon gallons of oD Into the Sound.

If another spUl happened, as many as 3S0 fishing boats from Cordova, Valdez, Whittier and other 
ports would help deploy boom to contain the oU for recovery with skimming equipment.

The fleet is now part of the oU Industry's mandatory plans for how K wM respond to a splH.

Boats participate In annual spill training exercises that typically last s  day or two.

Alaska law exempts many commercial fishing boat owners from paying for unemployment 
insurance because crewmen typically are not paid wages. Rather, they earn a share of proceeds 
horn the catch.

But the state letter to boat owners says payments to crewmen employed during splH response 
drills ‘are reportable for unemployment Insurance purposes.'

It means fishing vassal owners likely would have to pay between 3 percent and 4 percent of a 
deckhand's pay, and the deckhand would have to pay another half a percent, for state 
unemployment Insurance.

COST AND HASSLE

Some boat owners balk at the cost and quarterly reporting requirements o f getting Involved with 
unemployment insurance for the few days a year they're engaged in spM response.

At least three even vowed to quit the fishing vessel spUl response program.

‘But I don't know really how serious they were about It,' said Than# Miller, a Valdez commercial 
salmon fisherman.

The unemployment Insurance issue is ‘really sort of sn oversight on the pert of the fishing vessel 
owners,* Miller conceded. *1 actually belwve it was something we should have been doing all 
along.'

But fishermen hate paperwork and would like to see their splll-response work exempted from the 
unemployment insurance requirement, he said. Or maybe allow boat owners to simply write the 
state a check after each spill drill.

aovcrtisemcnt The oil Industry pays boats based on size for their
participation. MMcr said his boat gats $1,150 a  day 
for spill response drifts, plus a fuel allowance. Of 
this, $250 a day goes to each of his two crewman. 
Beyond this he's got boat Insurance, wear and taar, 
and risk to worry about.

The fishing vessel response fleet acts Nka a 
paid volunteer fire department,’ he said.
"We are expected to drop our Hves at a 
phone call and a  moment's notice and get on 
a boat and go do whet's necessary, whether

http://dwb.adn.com/moncy/industries/oil/storv/9421528D-9334012c.hfnrl 1 m nnno

http://dwb.adn.com/moncy/industries/oil/storv/9421528D-9334012c.hfnrl


ter training of o tfenv te . But RT M  an 
income that anybody rattea on.*

Anything that raises the coet and hasala • I  
taking part in the spW response program 
makes an already marginal Job even lass

attractnrs, Millar said.

Tom Nelson, director of the state Employment Security Division, said his office has an oMgatlon 
to seek unemployment Insurance taxes from all employers who owe them.

Complying Isn't that burdensome, and the state is glad to help any fisherman or other employer 
gat started, Nelson said.

TtUCKY SOLUTIONS

Jones said the citizens' advisory council is studying possible solutions, such ss emending state 
law to exempt the fishing boats from the tax whan engaged In spUl response. Another Idea Is 
making boat crews temporary employees of Alyeska during spUl drills. Alyeska would than taka 
care of the employment Insurance.

Anil Methur, president of Alaska Tanker Co., the oil shipper for major Alyeska owner BP, said ha 
doesn't like the Idea of temporary employment. That would blur who Is responsible for managing 
fishing boat crews, he said.

Methur questioned the value of the state pursuing the fishing boat owners for unamploymtnt 
insurance. He said such collections likely would total lass than $50,000 a year.

I t s  really not something that adds taros to the Alaska treasury,* ha said.

He believes the issue could be resolved with a simple amendment to state law saying Ashing 
boats are exempt from unemployment Insurance requirements not only when they're Ashing, but 
when engaged In oil spfH response drills In Prince WUUam Sound.

'I  don't realty see it as that big a deal,* Mathur said.

Nelson said the amount of potential ravanue isn't the point. Ifs  e matter of fairness that aS 
employers contribute to the state trust fund that pays unemploymant benefits, he said.

Jones said the advisory council Is concerned that seeking exemptions for state unemployment 
Insurance is not as simple as K sounds. In part due to potential conflicts with federal law.

Douglas Mertz, a lawyer for the advisory council, said In a memo last month that "a legislative Ax 
would be very difficult." While some state officials see potential for only a handful of boats 
leaving the spill response program, Martz said that ‘wa could sa t a wider owner rebellion.’

Alyeska spokesman Mike Heatwole said Wednesday he knows of no fisherman who has actually 
quit the program.

Alytska plans to stay out of the unemployment insurance issue because "If* e tax matter 
between the state of Alaska and the Ashing vassal operators.*

Find Wasiey Loy's commercial Ashing blog online at adn.com /hlghlinar or call 257*4590.

http://dwb.adn.com/moncy/industrics/oil/storv/9421528D-93340Pr. html
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