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T H E  SENATE LABOR AND COMMERCE COMMITTEE REVIEWED CSHB A26 AND FO'JND T H I S  

L E G IS L A T IO N  VERY WORTHWHILE., CSHB 426 WOULD L I B E R A L I Z E  THE  GROUP L I F E  

INSURANCE CODE.  CURRENTLY T H E  CODE IS  H IG HLY  R E S T R IC T IV E  TO WHOM MAY 

APPLY FOR GROUP L I F E  B E N E F I T S .  CSHB A26 WOULD ALLOW ANY ORGANIZATION TO 

APPLY FOR GROUP L I F E  INSURANCE AS LONG AS THAT ORGANIZATION D I D  NOT FORM 

SOLELY FOR T H E  PURPOSE OF  PROVID ING  T H I S  B E N E F I T .

T H E  D I V I S I O N  OF  INSURANCE STRONGLY SUPPORTS THESE  PROPOSED CHANGES. CSHB 

A26 WOULD ALLOW A BROADER SECT IO N  O F  ALASKAN C I T I Z E N S  TO ENJOY THE  

B E N E F I T S  O F  GROUP L I F E  INSURANCE WITHOUT ANY LOSS OF  REGULATORY 

PROTECT ION .  EXAMPLES OF  GROUPS WHICH UNDER CSHB A26 WOULD BE  E L I G I B L E  

FOR GROUP L I F E  INSURANCE ARE BAR ASSOC IATIONS,  MEDICAL ASSOCIAT IONS.  

COMMERCIAL F ISHERMEN'S ASSOCIAT IONS ,  OR P I L O T  ASSOC IATIONS.  I RECOMMEND 

PASSAGE O F  T H I S  B I L L .

S f j f y  P > u  

i t m >*> ^

FURTHER INFORMATION

1 )  CSHB A26 PASSED T H E  HOUSE 3 6 - 0 .

2)  CURRENTLY I T  I S  P O S S IB L E  FOR SOME 7YPFS OF GROUPS TO B E  E L I G I B L E  FOR 

GROUP ACCIDENT AND HEALTH INSURANCE BUT ARE NOT E L I G I B L E  FOR GROUP L I F E  

INSURANCE. T H I S  MAKES I T  MORE EXPENSIVE FOR T H E  GROUPS TO PURCHASE GROUP 

ACCIDENT  AND HEALTH INSURANCE AS OFTEN AS INSURANCE IS  PURCHASE) AS A 

PACKAGE (HEALTH/ACCIDENT' AND GROUP L I F E  INSURANCE ARE SOLD T O G E T H E R ) .

T HESE  STATUTES ARE REPEALED TO ALLOW MORE F L E X I B I L I T Y .

A /;V /



3) AS 2 1 . 4 8 . 0 9 0  WHICH IMPOSES MAXIMUM AMOUNTS OF  GROUP L I F E  INSURANCE 

WHICH MAY B E  EXTENDED TO  T H E  DEPENDENTS OF COVERED EMPLOYEES OR MEMBERS 

OF  A GROUP I S  REPEALED .  REASON FOR REPEAL -  GROUP INSURANCE IS  PRIMARILY 

AN EMPLOYEE B E N E F I T  AND MAY B E  SUBJECT TO C O L L E C T I V E  BARGAIN ING .  THE  

STATE SHOULD NOT IMPOSE ANY A R T I F I C I A L  BARRIERS IN T H E  NEG OTIATION OF 

EMPLOYEE B E N E F I T S .

A) IN GENERAL ,  AS 2 1 . 4 8  REQUIRES THAT THE  PREMIUM CANNOT B E  EN T IRELY  

PAID BY EMPLOYEE CONT RIBUT IONS .  T H E  PROPOSED LANGUAGE REMOVES T H I S  

REQUIREMENT AS T H I S  RESTR ICT ION  CAN IN E F F E C T  B E  MADE MEANINGLESS I F  THE 

EMPLOYER CONTRIBUTES ONLY K  TOWARD PREMIUM COST FOR EACH EMPLOYEE.



,,ycm

:3 426 TITLE 6 SPONSOR SUMMARY 1 ? : 13
t.LNDLD TITLE: CSHB 426 (LoO
;J ACT RELATING TO GROUP LIFE INSURANCE, AND PROVIDING
:r an e f f e c t i v e  d a t e

IIME SPONSOR: HAVES »
- S P O N S O R S :

• IRRENT STATU <*• . 4 /1 2 /0 4  Cl L IP  ay.
: 426 HOUSE ACTION 
DATE SEQ PAGE

i.r / i™ / Q 7  
J i  **....// O s ' j

6/i 1/Q3 
■ 6/11. 33 
1/i6/04 
I /16/04 
i/ i 6/ 04 
•i/16/84 
i/16/84 
1/16/04 
1/16/04 
i/10/04 

• / / 2 7  -0 4
< ' i  < ,■ l \ l "V

ii ir- )v y.

01
02
03
04
05

\/ I

1 1
20 
n„ \

•; ft
SEN.' Ti: 

TEC

•3/02/04

• 26/04
..

3/26/04 
: /  2

..
P J #... / •./ *1

k ft A- ’ (

. o

1520 
•I 660 
1 6 6 0

“7 <
V .. V . I I

■”> M —• /.i'.. *!.. I t

2 2 7 i
•*\ f\
' - I ..L
r**,

2 3 0 1  
3 07 1
T «•

•>.; i •

:>• ft

. 0 7 1 ON 
PACE

\ <•* •;». •...
2.4 o2

-1 V  ')
2 4 64
• * • ••. I >
26.4 
v.' 4 w 5
W II'

W  w
LEGISLATIVE ACTION

LAC OS ADOPTED BY UNANI i •' r\ N SEN T
iDV.Vi .'f:EJ) TO 3RD READING BY UN AN COPSE;." 

THIRD READING
PASSED DV i)IV 36 00 -04
EFFECTIVE DATE VOTE SAME AS PASSAGE
r 10 "i ’ X C E 0r" P E C 0 N S11) E R A T 10 N GIV E i!
RIIC 0 i IS T 5"; E R A 71011 N 0 T 7 AGE,.' U P 

TR/iNSMITTED TO GOVERNOR 
ST SNIID 3. GOVERNOr; CH003D, ilFF 04/ . 4/: '

4 k  it ■, x . .

17:1 3
..... '. i .. .... I t .. I... I'iC I ■'. 0 is

AGE 2 OF

FIRST READING ■ COMMITTEE REPORTS 
LAC -• CSC2, NR05 
LLC F/NOTE EQUALS EERO 

SECOND READING

•1 204

.A03 NG 
■- DP/,

IM MITT EE REP 01. IS. ... IV . . i
LAC 
RLE

TAPES UP IMMEDIATELY 
NEi„RED READING

, i ANO ED TO ";r .O READING AY UN AN lONSlL'ir 
Tl-ITRT READING

O .\ ( • i— •. ...... CD BY I) IV  i 7 00
EFFECTIVP DATE VOTE

• Xli •" )(• X- ;(>■ ,<•

01
.. A I * L rt i'> i *!•».>. i »\\ i



COMMITTEE REPOR 
SENATE

*

FURTHER

Mr. President: 

The Committee on

D a t e :

has had

under consideration and (a majority of the committee) (the committee) 
reports it back with the following recommendations:

[ ] do pass [ ] do not pass

I ] do pass with attached a m e n d m e n t s { s )
[ ] same title

[ ] replace with CS for    [ ] new t i M e

and recommends

f ] AND attaches a "Letter of Intent" I ] New Fiscal Note

I 1 reports it back without recommendation

I 1 referred to the Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER R E C O M M E N D A T I O N S :

CHAIRMAN



SIGN-IN SHEET Proposed L e g i s l a t i o n ^ ^ )  * 7 ^ 2 (p

N a m e  ( p l e a s e  p r i n t ) A d d r e s s R e p r e s e n t i n g

T e s t i f y ? ?  

( Y E S  o r  N O )

P h o n e

N u n i b e r

A  e /1 /fa  Or 'C is

S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E

Group Li-fe. Utlnsu/Qnce.
B E A R I N G  D A T E



L an ce  Wel ls  &  Associates I  
N ational Bank of Alaska Building

301 W est N orthern  Lights Blvd., Suite 600 
Pouch 6273 

Anchorage, Alaska 99502

I n  nee W ells 
Paul Barton

A P R  8 1 8 8 3 .
(907) 279-76S4

M a r c h  2 9 ,  1 9 8 3

R e p r e s e n t a t i v e  J o e  H a y e s  

c / o  W a l l y  K u b l e y  

B a r a n o f  H o t e l  R o o m  2 0 6  

J u n e a u ,  A K  9 9 8 0 1

R E :  G R O U P  L I F E  I N S U R A N C E  B I L L  O V E R V I E W

D e a r  R e p r e s e n t a t i v e  H a y e s :

A t  t h e  p r e s e n t  t i m e ,  A l a s k a  l a w  p r o h i b i t s  a s s o c i a t i o n s  f r o m  

e n t e r i n g  i n t o  g r o u p  l i f e  i n s u r a n c e  p r o g r a m s .  A s  y o u  p r o b a b l y  

k n o w ,  s i g n i f i c a n t  a d v a n t a g e s  c a n  b e  g a i n e d  b y  g r o u p i n g  

i n d i v i d u a l s  a s s o c i a t e d  t h r o u g h  c o m m o n  w o r k  o r  o t h e r  c o m m o n  g r o u p s  

i n  o r d e r  t o  i n c r e a s e  t h e  v o l u m e  a n d  o b t a i n  v o l u m e  d i s c o u n t s  i n  

t h e  p u r c h a s e  o f  i n s u r a n c e .  T h e  b i l l  w i t h  w h i c h  y o u  h a v e  b e e n  

p r e s e n t e d  w a s  p r e p a r e d  b y  t h e  D e p a r t m e n t  o f  I n s u r a n c e  a n d  t h e y  

a r e  s u p p o r t i v e  o f  t h e  m e a s u r e .  I f  t h i s  b i l l  b e c o m e s  l a w  i t  

w i l l  a l l o w  t h e  p i l o t s  a n d  o t h e r  a s s o c i a t i o n s  i n  t h e  s t a t e  t o  

p a r t i c i p a t e  i n  g r o u p  l i f e  i n s u r a n c e  p r o g r a m s  w h i c h  w i l l  r e s u l t  i n  

s i g n i f i c a n t  d e c r e a s e  i n  p r e m i u m s  f o r  t h e i r  r e s p e c t i v e  m e m b e r s .

L a n c e  W e l l s  

E x e c u t i v e  D i r e c t o r

L W :  c s

c c :  K e n t  L e e  W o o d m a n

B> a r d  M e m b e r s  o f  A A C A



T e s t i m o n y  n o t e s .  H B  4 2 6  

A d m i n i s t r a t i o n  f a v o r s  b i l l

The bill liberalizes const itution of a group for purposes 
of group life insurance.

T h e  c e i l i n g  o n  a m o u n t s  o f  g r o u p  l i f e  i n s u r a n c e  f o r  d e p e n d a n t s  

i s  r e m o v e d .  C u r r e n t  m a x i m u m  r a n g e s  f r o m  $ 1 0 0  f o r  a  f a m i l y  m e m b e r  

u n d e r  a g e  6  m o n t h s  t o  $ 2 , 0 0 0  a t  a g e  5  o r  o l d e r .

P r e m i u m  c o n t r i b u t i o n  r e q u i r e m e n t s  b y  e m p l o y e r / p o l i c y h o l d e r  a r e  

e l i m i n a t e d .

Provides e x p a n d e d  availability o f  group life insurance by g ivin g a 
b r o a d e r  base of our p o p u l a t i o n  the means of acquirin g life in surance 
on a more economi cal basis.

E x a m ples of groups newly e l i gibl e w o u l d  be groups such as: 
b a r  associations;
c o m m e r c i a l  f i s h e r m e n s  a s s o c i a t i o n s ;  

m e d i c a l  a s s o c i a t i o n s ;  a n d ,  

p i l o t s  a s s o c i a t i o n s .



MEMORANDUM State of Alaska

T0 Kenneth C. Moore, Director DATE November 26, 1982

FILE NO

TELEPHONE NO

FROM: J-jm  j or(jan s u b j e c t : Group Life Insurance
Proposed Legislated Changes

Attached, please find the draft of the Act which amends AS 21.48,
Group Life Insurance.

The proposed amendments to AS 21.48 accomplish ■‘•he following:

1) The definition regarding who constitutes a duly formed group 
for the purposes of group life insurance is liberalized;

2) The ceiling on amounts of group life insurance for dependents 
is removed;

3) The group definitions applicable to group disability insurance 
contracts are indirectly liberalized pursuant to AS 21.54.060(4);

4) The provisions requiring some premium contribution by an employer/ 
policyholder are eliminated; and

5) AS 21.48.060, debtor gr ups, and AS 21.48.070, credit union 
groups, remain intact and unchanged due to their unique 
character and relationship to credit life and credit disability 
(AS 21.57).

Of course, the underlying intent of the proposal is to provide for 
expanded availability of group life insurance. Conceiveably, a broader 
based portion of our population will have expanded means of acquiring 
life insurance coverage on an economical basis.

In my opinion, this proposal will not require increased appropriations 
for administration. In fact it may result in increased premium tax 
revenue. Master group contracts heretofore delivered in other states, 
covering Alaskan residents, in order to circumvent unfavorable provisions 
in our law, may, in the future, be issued in this state. By so doing, 
taxable, Alaska premiums could increase.

It should be noted that some unfavorable federal income tax implications 
could arise in the area of dependent group life. For amounts of dependent 
group life insurance provided by an employer in excess of $2,000, the 
premiums paid by the employer for such coverage would be taxed as income 
to the employee.

Opposition, if any, to this proposal would most likely coine from the 
life insurance agent specializing in the sale of individual life insurance 
products. This opposition would be primarily "protectionist" in nature 
and easily countered.

Let me know if you would like to discuss this proposal in greater detail.



MEMORANDUM State of Alaska

TO M r .  J e f f  D a y  

A s s i s t a n t  t o  t h e  S p e a k e r  

K e n n e t h  C .  M o o r e  

D i r e c t o r  o f  I n s u r a n c e

D A TE. M a y  1 8 ,  1 9 8 3

T H R U : FILE NO:

T H R U : ^ j y ^ f r a r d  L y o n  * TELF

C o m m i s s i o n e r  o f  C o m m e r c e  - &

TELEPHONE NO:

FROM

F R O M : J i m  J o r d a n

I n s u r a n c e  M a r k e t  A n a l y ;  I I I

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

C
S U B JE C T

P r o p o s e d  G r o u p  L i f e  

I n s u r a n c e  L e g i s l a t i o n

P e r  o u r  t e l e p h o n e  c o n v e r s a t i o n  o f  M a y  1 0 ,  1 9 8 3 ,  t h e  f o l l o w i n g  w i l l  s e r v e  

t o  e x p l a i n  c e r t a i n  d e f e c t s  i n  t h e  c u r r e n t  l a w  w h i c h  t h e  p r o p o s e d  l e g i s ­

l a t i o n  i s  i n t e n d e d  t o  r e c t i f y - . .

a S  2 1 . 4 8 . 0 1 0 - 2 3 0  s e t  f o r t h  t h e  v a r i o u s  c r i t e r i a  r e g a r d i n g  g r o u p  l i f e  

i n s u r a n c e .  S i m i l a r l y ,  A S  2 1 . 5 4 . 0 1 0 - 0 7 0  s e t s  f o r t h  t h e  c r i t e r i a  w h i c h  

a p p l y  t o  g r o u p  d i s a b i l i t y  i n s u r a n c e .  E a c h  o f  t h e s e  c h a p t e r s  r e s p e c t i v e l y  

e s t a b l i s h e s  w h a t  t y p e s  o f  e n t i t i e s  o r  c o l l e c t i o n s  o f  p e r s o n s  c o n s t i t u t e s  

a  d u l y  f o r m e d  g r o u p .  I t  i s  o n l y  t h e s e  d e f i n e d  e n t i t i e s  t h a t  m a y  h a v e  a  

g r o u p  m a s t e r  c o n t r a c t  i s s u e d  t o  i t  w i t h i n  t h e  s t a t e .  M o s t  f r e q u e n t l y ,  

g r o u p  l i f e  i n s u r a n c e  a n d  g r o u p  a c c i d e n t  a n d  h e a l t h  i n s u r a n c e  i s  m a r k e t e d  

a n d  i s s u e d  a s  a  " p a c k a g e ” .

A S  2 1 . 4 8  i s  c o n s t r u c t e d  t o  d e f i n e  t h o s e  e l i g i b l e  g r o u p s  o f  p e r s o n s  

w i t h i n  v e r y  n a r r o w  p a r a m e t e r s .  C o n v e r s e l y  A S  2 1 . 5 4  i s  c o n s t r u c t e d  s o  

t h a t  a  b r o a d e r  r a n g e  o f  e n t i t i e s  f o r m  d u l y  c o n s t i t u t e d  g r o u p s .  I n  o t h e r  

w o r d s ,  i t  i s  p o s s i b l e  f o r  s o m e  t y p e s  o f '  g r o u p s  t o  b e  p r o p e r  g r o u p s  f o r  

t h e  p u r p o s e s  o f  g r o u p  a c c i d e n t  a n d  h e a l t h  b u t  n o t  b e  e l i g i b l e  f o r  g r o u p  

l i f e  I n s u r a n c e .  A n  e x a m p l e  o f  t h i s  s i t u a t i o n  i s  a n  " a s s o c i a t i o n "  g r o u p  

f o r  w h i c h  g r o u p  a c c i d e n t  a n d  h e a l t h  c o v e r a g e  m a y  b e  l e g a l l y  w r i t t e n  

( A S  2 1 . 5 4 . 0 6 0 ( 2 ) )  b u t  m a y  n o t  b e  e l i g i b l e  f o r  g r o u p  l i f e  i n s u r a n c e  

( A S  2 1 . 4 8 . 0 4 0 ) .

T h i s  h o l d s  t r u e  f o ~  a s s o c i a t i o n s  t h a t ,  a r e  c o m p r i s e d  o f  m e m b e r s  w ho m a y  

n o t  b e  n e c e s s a r i l y  e m p l o y e r s .  E x a m p l e s  o f  s u c h  a s s o c i a t i o n s  c o u l d  b e  

b a r  a s s o c i a t i o n s ,  m e d i c a l  a s s o c i a t i o n s ,  p i l o t s  a s s o c i a t i o n s ,  o r  c o m m e r c i a l  

f i s h e r m a n s  a s s o c i a t i o n s .  W h e n  i n t e r e s t e d  i n  o b t a i n i n g  g r o u p  i n s u r a n c e  

c o v e r a g e s ,  t h e s e  t y p e s  o f  a s s o c i a t i o n s  a r e  a b l e  t o  o b t a i n  c o v e r a g e .

T i l l s  i s  a c c o m p l i s h e d  b y  j o i n i n g  o t h e r  a s s o c i a t i o n s  o u t s i d e  o f  A l a s k a  

t h a t  h a v e  s u c h  c o v e r a g e s  p r o v i d e d  v i a  g r o u p  m a s t e r  c o n t r a c t r  d e l i v e r e d  

i n  o t h e r  j u r i s d i c t i o n s .  A l a s k a ' s  i n s u r a n c e  l a w s  d o  n o t  e x t e n d  e x t r a -  

t e r r i t o r i a l l y ,  s o  r e s i d e n t s  c o v e r e d  u r . d e r  t h e s e  a r r a n g e m e n t s  l o s s ,  t o  a  

c e r t a i n  d e g r e e ,  t h e  l o c a l  r e g u l a t o r y  p r o t e c t i o n .  ( H o w e v e r ,  t h e 1; -  m a y  go  

t o  t h e  i n s u r a n c e  d e p a r t m e n t  I n  t h e  s t a t e  i n  w h i c h  t h e  m a s t e r  c o n t r a c t  i s  

d e l i v e r e d  f o r  c o n s u m e r  a s s i s t a n c e . )  A d d i t i o n a l l y ,  s u c h  a r r a n g e m e n t s  m a y  

a l s o  r e s u l t  i n  l e s s  p r e m i u m  t a x e s  b e i n g  c o l l e c t e d  l v :  A l a s k a .

A S  2 1 , 4 8 . 0 9 0  i m p o s e s  m a x im u m  a m o u n t s  o f  g r o u p  l i f e  i n s u r a n c e  w h i c h  m a y  

b e  e x t e n d e d  t o  t h e  d e p e n d e n t s  o f  c o v e r e d  e m p l o y e e s  o r  m e m b e r s  o f  a  

g r o u p .  T h e  a m o u n t  i s  s c h e d u l e d  a n d  i n c r e a s e s  b y  t h e  a g e  o f  t h e  f a m i l y  

m e m b e r  f r o m  $ 1 0 0  a t  u n d e r  t h e  a g e  o f  6  m o n t h s  t o  a  m a x im u m  o f  $ 2 , 0 0 0  a t



a g e s  5  y e a r s  a n d  o l d e r .  T h e s e  a m o u n t s  w e r e  e s t a b l i s h e d  b y  l a w  i n  1 9 6 6  

a n d  c e r t a i n l y  i n f l a t i o n a r y  p r e s s u r e s  a l o n e  w o u l d  d i c t a t e  f ; h e  m a x im u m  

a m o u n t s  o f  c o v e r a g e  b e  i n c r e a s e d .  T h e  p r o p o s e d  l a n g u a g e  w o u l d  r e m o v e  

a l l  m a x i m u m s .  G r o u p  I n s u r a n c e  i s  p r i m a r i l y  a n  e m p l o y p o  b e n e f i t  a n d  m a y  

b e  s u b j e c t  t o  c o l l e c t i v e  b a r g a i n i n g .  I t  w a s  f e l t  t h a t  t h e  i n s u r a n c e  

l a w s  s h o u l d  n o t  i m p o s e  a n y  a r t i f i c i a l  b a r r i e r s  i n  t h e  n e g o t i a t i o n  o r  

d e t e r m i n a t i o n  o f  e m p l o y e e  b e n e f i t s .  A g a i n ,  a n  e m p l o y e r  m a y  p r o v i d e  

a m o u n t s  o f  d e p e n d e n t s  g r o u p  l i f e  i n s u r a n c e  g r e a t e r  t h a n  t h a t  a l l o w e d  b y  

A l a s k a  l a w  b y  j o i n i n g  a  m u l t i p l e  e m p l o y e r  t r u s t  l o c a t e d  i n  s t a t e  a l l o w i n g  

h i g h e r  a m o u n t s .  (W e k n o w  t h i s  h a s  b e e n  d o n e . )  M a n y  s t a t e s  e x i s t  w h i c h  

h a v e  n o  s u c h  m a x im u m  f o r  d e p e n d e n t s  g r o u p  l i f e  i n s u r a n c e .  O ne  o f  t h e  

r e a s o n s  f o r  l i m i t i n g  t h e  a m o u n t  o f  d e p e n d e n t  g r o u p  l i f e  t o  $ 2 , 0 0 0  i s  d u e  

t o  f e d e r a l  I n c o m e  t a x  i m p l i c a t i o n s .  I n  t h e  s i t u a t i o n  w h e r e  a n  e m p l o y e r  

p a y s  t h e  e n t i r e  p r e m i u m  f o r  d e p e n d e n t s  g r o u p  l i f e  i n s u r a n c e ,  t h e  I R S  h a s  

r u l e d  t h a t  s o  l o n g  a s  t h e  c o v e r a g e  a m o u n t  i s  I n c i d e n t a l ,  n o  a d d i t i o n a l  

t a x a b l e  i n c o m e  i s  i n c u r r e d  b y  t h e  e m p l o y e e .  T h e  a m o u n t  d e t e r m i n e d  b y  

t h e  I R S  a s  b e i n g  I n c i d e n t a l  i s  u p  t o  a  m a x im u m  o f  $ 2 , 0 0 0 .  ( T h e  s a m e  

h o l d s  t r u e  f o r  t h e  a m o u n t s  o f  g r o u p  l i f e  i n s u r a n c e  p r o v i d e d  t o  e m p l o y e e s  

e x c e p t  t h a t  n o  f e d e r a l  i n c o m e  t a x  l i a b i l i t y  a c c r u e s  u n t i l  t h e  a m o u n t s  o f  

c o v e r a g e  e x c e e d s  $ 5 0 , 0 0 0 . )

I n  g e n e r a l ,  A S  2 1 . 4 8  r e q u i r e s  t h a t  t h e  p r e m i u m  c a n  n o t  b e  e n t i r e l y  p a i d  

b y  e m p l o y e e  c o n t r i b u t i o n s .  T h e  p r o p o s e d  l a n g u a g e  r e m o v e s  t h i s  r e q u i r e ­

m e n t .  T i l l s  c h a n g e  w a s  I n c l u d e d  f o r  s e v e r a l  r e a s o n s .  F i r s t ,  a n  e m p l o y e r  

c a n  i n  e f f e c t  m a k e  t h i s  m e a n i n g l e s s  b y  c o n t r i b u t i n g  o r d  ; r l c  t o w a r d  t h e  

p r e m i u m  c o s t  f o r  e a c h  e m p l o y e e .  S e c o n d ,  s o m e  e m p l o y e e  b e n e f i t  p r o g r a m s  

c o n t a i n  a  b a s i c  a m o u n t  o f  g r o u p  L i f e  i n s u r a n c e  p a i d  f o r  e n t i r e l y  b y  t h e  

e m p l o y e r  a n d  a n  o p t i o n a l  a m o u n t  p a \ id  f o r  e n t i r e l y  t h e  e m p l o y e e .  C u r r e n t  

c o n s t r u c t i o n  o f  A S  2 1 . 4 8  f o r c e s  s u c h  c o v e r a g e s  t o  l i e  u n d e r w r i t t e n  b y  o n e  

i n s u r e r  i n  o n e  m a s t e r  g r o u p  c o n t r a c t .  T h i s  m a y  i m p e d e  c o m p e t i t i o n  t o  a  

c e r t a i n  d e g r e e ,  p a r t i c u l a r l y  f o r  l a r g e r  e m p l o y e r s .  A n  e x a m p l e  o f  t h i i  

c o u l d  b o  t h e  S t a t e  o f  A l a s k a  p l a n  f o r  i t s  e m p l o y e e s  w h e r e  t h e  v a r i o u s  

s e g m e n t s  o f  t h e  b e n e f i t  p a c k a g e  go  o u t  t o  c o m p e t i t i v e  b i d .  O ne  i n s u r e r  

m a y  s u b m i t  t h e  l o w e s t  b i d  f o r  t h e  o p t i v i n a l  g r o u p  l i f e  b u t  m a y  n o t  b e  t h e  

l o w e s t  b i d d e r  o n  t h e  b a s i c  g r o u p  l i f e .  T h e r e f o r e ,  t h e  s t a t e  c o u l d  n o t  

a w a r d  t h e  c o n t r a c t  f o r  t h e  o p t i o n a l  g r o u p  l i f e  t o  t h a t  i n s u r e r  w h o i s  

t h e  l o w e s t  b i d d e r  a n d  a w a r d  a  s e p a r a t e  c o n t r a c t  t o  a n o t h e r  i n s u r e r  who 

w a s  t h e  l o w e s t  b i d d e r  o n  t h e  b a s i c  g r o u p  l i f e .  T h i r d ,  a g a i n , ,  a n  e m p l o y e r  

m a y  c i r c u m v e n t  t h i s  s i t u a t i o n  b y  j o i n i n g  a n  a s s o c i a t i o n  o r  m u l t i p l e  

e m p l o y e r  t r u s t  s i t u s e d  i n  a n o t h e r  s t a t e .  L a s t ,  A S  2 1 . 5 4  I m p o s e s  n o  s u c h  

r e q u i r e m e n t  f o r  g r o u p  a c c i d e n t  a n d  h e a l t h  c o v e r a g e s .

I t  i s  f e l t  t h a t  t h e  p r o p o s e d  c h a n g e s  w o u l d  h e l p  f a c i l i t a t e  t h e  e x t e n s i o n  

o f  l i f e  I n s u r a n c e  p r o t e c t i o n  t o  a  b r o a d e r  s e c t i o n  o f  o u r  p o p u l a t i o n  w i t h  

n o  m a t e r i a l  l o s s  i n  r e g u l a t o r y  p r o t e c t i o n .  T y p i c a l l y ,  g r o u p  i n s u r a n c e  

i s  l e s s  c o s t l y  t h a n  i n d i v i d u a l  i n s u r a n c e  c o n t r a c t s  d u e  t o  t h e  a d m i n i s t r a t i v e  

e c o n o m i e s  r e a l i z e d . T h e r e f o r e ,  t h i s  p r o p o s a l  s h o u l d  h e l p  t o  p r o v i d e  a  

b r o a d e r  b a s e  o f  c  r a g e  a t  a  c o s t  m o r e  b e n e f i c i a l  t o  t h e  A l a s k a n  r e s i d e n t .



A l s o ,  f o r  y o u r  I n f o r m a t i o n ,  t h e  p r o p o s e d  l a n g u a g e  i s  p a t t e r n e d  a f t e r  

C o l o r a d o ' s  g r o u p  l i f e  l a w .

P l e a s e  l e t  m e k n o w  i f  I  m a y  b e  o f  a n y  f u r t h e r  a s s i s t a n c e .

S i n c e r e l y ,

J a m e s  J .  J o r d a n  

I n s u r a n c e  M a r k e t  A n a l y s t

JJJ/gw



HOUSE B I L L  NO . 4 2 6 ,  b y  R e p .  H a y e s .  A m e n d s  l a w s  g o v e r n i n g  

t h e  i s s u a n c e  o f  g r o u p  l i f e  i n s u r a n c e  p o l i c i e s  ( A S  2 1 . 4 8 )  t o  

p r o v i d e  t h a t  n o  p o l i c y  m a y  b e  d e l i v e r e d  i n  A l a s k a  i n s u r i n g  t h e  

l i v e s  o f  m o r e  t h a n  o n e  i n d i v i d u a l  u n l e s s  " ( 1 )  t h e  p o l i c y h o l d e r  w a s  

f o r m e d  f o r  p u r p o s e s  o t h e r  t h a n  o b t a i n i n g  i n s u r a n c e ,  o r  i s  a  t r u s t  

e s t a b l i s h e d  b y  o n e  o r  m o r e  e m p l o y e r s  o r  l a b o r  u n i o n s ;  ( 2 )  t h e  

p o l i c y  c o v e r s  a t  l e a s t  tw o  i n d i v i d u a l s  a t  t h e  d a t e  o f  i s s u e ;  ( 3 )  a n  

i n d i v i d u a l  e l i g i b l e  f o r  c o v e r a g e  i s  s u b j e c t  t o  u n i f o r m l y  a p p l i e d  

s t a n d a r d s  o f  i n s u r a b i l i t y  i m p o s e d  b y  t h e  i n s u r e r ;  ( 4 )  a m o u n t s  o f  

g r o u p  l i f e  i n s u r a n c e  a r e  d e t e r m i n e d  b a s e d  o n  so m e  p tar t h a t  w i l l  

p r e c l u d e  i n d i v i d u a l  s e l e c t i o n ;  a n d  ( 5 )  t h e  g r o u p  l i f e  i n s u r a n c e  

c o n t r a c t  i s  i n  c o m p l i a n c e  w i t h  t h e  o t h e r  a p p l i c a b l e  p r o v i s i o n s  o f  

t h i s  c h a p t e r . ”  C u r r e n t l y ,  t h e  s e c t i o n  ( A S  2 1 . 4 8 . 0 1 0 )  r e a d s  t h a t  no  

l i f e  i n s u r a n c e  p o l i c y  m a y  b e  d e l i v e r e d  i n  A l a s k a  i n s u r i n g  t h e  l i v e s  

o f  m o r e  t h a n  o n e  i n d i v i d u a l  u n l e s s  d e l i v e r e d  t o  o n e  o f  t h e  g r o u p s  

a s  p r o v i d e d  f o r  i n  A S  2 1 . 4 8 . 0 2 0  -  0 6 0  ( e m p l o y e e  g r o u p s ,  l a b o r  u n i o n  

g r o u p s ,  t r u s t e e  g r o u p s ,  p u b l i c  e m p l o y e e  g r o u p s ,  o r  d e b t o r  g r o u p s ) ,  

a n d  u n l e s t  i n  c o m p l i a n c e  w i t h  t h e  o t h e r  a p p l i c a b l e  p r o v i s i o n s  o f  A S  

2 1 . 4 8 .

A d d s  t o  A S  2 1 . 4 8 . 0 1 0 :  " I n s u r a n c e  u n d e r  a  g r o u p  l i f e  i n s u r a n c e

p o l i c y  m ay  b e  e x t e n d e d  t o  i n s u r e  d e p e n d e n t s .  N o t w i t h s t a n d i n g  A S  

2 1 . 4 8 . 0 7 0  [ C r e d i t  U n i o n  C r o u p ] ,  o n l y  o n e  c e r t i f i c a t e  n e e d  b e  i n s u e d  

f o r  d e l i v e r y  t o  a n  i n s u r e d  p e r s o n  i f  a  s t a t e m e n t  c o n c e r n i n g  a  

d e p e n d e n t ' s  c o v e r a g e  i s  i n c l u d e d  i n  t h e  c e r t i f i c a t e .  . . .  I n  t h i s  

s e c t i o n ,  ' d e p e n d e n t s '  m e a n s  t h e  s p o u s e  a n d  d e p e n d e n t  c h i l d r e n  o f  a n  

e m p l o y e e  o r  m e m b e r  o f  t h e  g r o u p . ”  ( T h e  b i l l  r e p e a l s  e x i s t i n g  la w  

d e a l i n g  w i t h  c o v e r a g e  f o r  d e p e n d e n t s .  E x i s t i n g  l a w  c o n t a i n s  m o r e  

e x p l i c i t  r e q u i r e m e n t s  f o r  i s s u a n c e  o f  s u c h  c o v e r a g e . ) )

R e p e a l s  A S  2 1 . 4 8 . 0 2 0  ( E m p l o y e e  G r o u p s ) ,  A S  2 1 . 4 8 . 0 3 0  ( L a b o r  U n i o n  

G r o u p s ) ,  A S  2 1 . 4 8 . 0 4 0  ( T r u s t e e  G r o u p s ) ,  A S  2 1 . 4 8 . 0 5 0  ( P u b l i c  

E m p l o y e e  A s s o c i a t i o n s ) ,  a n d  A S  2 1 . 4 8 . 0 9 0  ( D e p e n d e n t ' s  C o v e r a g e ) .

P r o v i d e s  f o r  a n  i m m e d i a t e  e f f e c t i v e  d a t e .

c G r o u p  L i f e  

I n s u r a n c e

T h e  L & C  s u b s t i t u t e  s t a t e s  t h a t  " A  g r o u p  l i f e  i n s u r a n c e  p o l i c y  m ay  

n o t  b e  d e l i v e r e d  i n  t h i s  s t a t e  i n s u r i n g  t h e  l i v e s  o f  m o r e  t h a n  o n e  

i n d i v i d u a l  u n l e s s  ( 1 )  t h e  p o l i c y h o l d e r  w a s  f o r m e d  f o r  p u r p o s e s  

o t h e r  t h a n  o b t a i n i n g  i n s u r a n c e ,  o r  i s  a t r u s t  e s t a b l i s h e d  b y  o n e  o r  

m o r e  e m p l o y e r s  o r  l a b o r  u n i o n s  o r  b y  o n e  o r  m o r e  e m p l o y e r s  a n d  

l a b o r  u n i o n s : .  . .  ( 3 )  a n  i n d i v i d u a l  e l i g i b l e  f o r  c o v e r a g e  i s  

s u b j e c t  t o  u n i f o r m l y  a p p l i e d  s t a n d a r d s  o f  i n s u r a b i l i t y  a s  m ay  b e

i m p o s e d  b y  t h e  i n s u r e r ;  . . . ”  ( u n d e r l i n e d  l a n g u a g e  a d d e d  b y  L & C ) .

One o t h e r  t e c h n i c a l  c h a n g e  i s  m a d e  i n  s e c t i o n  2 o f  t h e  b i l l .

S t a t e s  t h a t  I n s u r a n c e  u n d e r  a  g r o u p  l i f e  i n s u r a n c e  p o l i c y  m a y  b e  

e x t e n d e d  t o  i n s u r e  d e p e n d e n t s ,  a n d  n o t w i t h s t a n d i n g  A S  2 1 . 4 8 . 1 7 0  

( G r o u p  L i f e  I n s u r a n c e .  C e r t i f i c a t e ) ,  o n l y  o n e  c e r t i f i c a t e  n e e d  b y  

i s s u e d  f o r  d e l i v e r y  t o  a n  i n s u r e d  i f  a  s t a t e m e n t  c o n c e r n i n g  a 

d e p e n d e n t  s  c o v e r a g e  i s  i n c l u d e d  i n  t h e  c e r t i f i c a t e  ( s t a t u t e  c i t e d  

p r e v i o u s l y  w a s  A S  2 1 . 4 8 . 0 7 0  ( G r o u p  L i f e  I n s u r a n c e .  C r e d i t  U n i o n  
G r o u p ) .



Official Business

^ p\ ia st\ a  o l c i l c  j u c g i d u i c

Speaker of the House of Representatives Pouch V 

Slatr Capitol 

Juneau. Alaska 99811 

(907) 4ii5 3720

M E M O R A N D U M

A p r i l  2 8 ,  1 9 8 3

T o :

F r o m :

R e :

D o n  K o c h  

D i v i s i o n  o f  I n s u r a n c e  i

J e f f  D a y S 7 U

A s s i s t a n t  ( t o  t h e j f c p e a k e r  3 7  f O  

P r o p o s e d  G r o u p  L i f e  I n s u r a n c e  l e g i s l a t i o n

A t t a c h e d  i s  p r o p o s e d  l e g i s l a t i o n  w h i c h  I  b r i e f l y  m e n t i o n e d  t o  

y o u  b e f o r e .  I  h a v e  n o t  r e q u e s t e d  f o r m a l  d r a f t i n g  o f  t h i s  y e t .  

I  h a v e  b e e n  t o l d ,  a n d  y o u  w i l l  s e e  b y  a  n o t a t i o n ,  t h a t  

D i v i s i o n  o f  I n s u r a n c e  s u p p o r t s  t h i s  a n d  b a s i c a l l y  w r o t e  i t .

I  n e e d  t h a t  c o n f i r m e d  a n d  I  a l s o  n e e d  t o  k n o w  w h y  t h i s  i s  

n e e d e d  a n d  w h a t  i i  w i l l  a c c o m p l i s h .  I  w a n t e d  y o u  t o  l o o k  i t  

o v e r  a n d  g i v e  m e  y o u r  t h o u g h t s  o r  o p i n i o n s .

T h a n k s .



J S jdum  St^(MEMORANDUM State of Alaska

t o  K e n n e t h  C .  M o o r e  d a t e . M a y  2 6 ,  1 9 8 3

- 0
D i r e c t o r ,  D i v i s i o n  o f  I n s u r a n c e

FILE NO:

TELEPHONE NO

f R OM J i m  J o r d a n  V  s u b j e c t  HB 4 2 6  -  c o m m e n t s

I n s u r a n c e  M a r k e t  A n a l y s t

I n  t h e  m o s t  p a r t ,  t h e  b i l l  a s  i n t r o d u c e d  i s  s u b s t a n t i a l l y  t h e  s a m e  a s  my 

o r i g i n a l  d r a f t .  S o m e  r e - o r d e r i n g  w a s  d o n e  b u t  d o e s  n o t  c h a n g e  t h e  

s u b s t a n c e .  H o w e v e r ,  I  w o u l d  r e c o m m e n d  t h a t  f o u r  c h a n g e s  b e  m a d e .  Tw o 

o f  t h e  c h a n g e s ,  i f  n o t  m a d e ,  w o u 3 ^  m a k e  n o  d i f f e r e n c e  i n  t h e  m e a n i n g  b u t  

a r e  s u g g e s t e d  t o  a d d  m o r e  c l a r i t y .  H o w e v e r ,  t h e  o t h e r  tw o  s u g g e s t e d  

c h a n g e s  n e e d  t o  b e  m a d e .

S u g g e s t e d  A m e n d m e n t s

1 .  p .  1 . ,  l i n e  1 0 ;  i m m e d i a t e l y  f o l l o w i n g  t h e  w o r d  " A "  a d d

t h e  w o r d  " g r o u p 11. ( N o t  c r i t i c a l  b u t  w o u l d  a d d  m o r e  

c l a r i t y . )

2 .  p .  1 . ,  l i n e  1 4 ;  f o l l o w i n g  t h e  w o r d  " u n i o n s "  a d d  c h e  f o l l o w i n g

w o r d s  " ,  o r  b y  o n e  o r  m o r e  e m p l o y e r s  a n d  l a b o r  u n i o n s " .

( T h i s  i s  a  n e c e s s a r y  c h a n g e  t o  r e c o g n i z e  t h e  c o m b i n a t i o n  o f  

e m p l o y e r s  a n d  l a b o r  u n i o n s  w h i c h  r e p r e s e n t  t h e  e m p l o y e e s  

o f  t h a t  e m p l o y e r ( s ) . )

3 .  p .  1 . ,  l i n e  1 8 ;  b e t w e e n  t h e  w o r d s  " i n s u r a b i l i t y ' 1 a n d  " i m p o s e d "

i n s e r t  t h e  w o r d s  " a s  m a y  b e " .

( T h i s  i s  n o t  c r i t i c a l  b u t  i t  a d d s  m o r e  c i . n r i t y .  W i t h o u t  t h e  

a m e n d m e n t ,  i t  m i g h t  a p p e a r  t h a t  a n  i n s u r e r  m u s t  a p p l y  

e v i d e n c e  o f  i n s u r a b i l i t y  s t a n d a r d s .  M a n y  g r o u p  l i f e  

c o n t r a c t s  a r e  i s s u e d  w i t h o u t  a n y  r e q u i r e m e n t s  t h a t  

e v i d e n c e  o f  i n s u r a b i l i t y  o r  g o o d  h e a l t h  b e  p r o v i d e d  f o r  

e a c h  g r o u p  m e m b e r .  I t  i s  a  b a s i c  t e n e t  o f  g r o u p  i n s u r a n c e  

t h a t  w i t h  a  l a r g e  e n o u g h  g r o u p  o f  i n s u r e d s  a  s u f f i c i e n t  

s p r e a d  o f  r i s k  i s  r e a l i z e d ,  t h u s  o b v i a t i n g  t h e  n e c e s s i t y  

o f  i n d i v i d u a l l y ,  m e d i c a l l y  u n d e r w r i t i n g  e a c h  p e r s o n .  I  

d o n ' t  b e l i e v e  we w a n t  t o  i m p o s e  t h i s  o n  t h e  p u b l i c  o r  

i n s u r e r s  w h e n  i t  i s  a n  a c t u a r i a l l y  s o u n d  p r i n c i p a l . )

4 .  p .  1 . ,  l i n e  2 8 ;  c h a n g e  t h e  c i t e  " A S  2 1 . 4 8 . 0 7 0 "  t o  t h e  c o r r e c t

c i t e  " A S  2 1 . 4 8 . 1 7 0 " .

( T h i s  i s  a  n e c e s s a r y  c h a n g e .  T h e  c i t a t i o n  i n  H B  4 2 6  i s  

i n c o r r e c t . )

02* 0 0 1  A( Rev.  1 0 / 7 9 )



1IB 4 2 b  l e a v e s  i n  t h -  s p e c i f i c  c r i t e r i a  f o r  d e b t o r  g r o u p s  ( A S  2 1 . 4 8 . 0 6 0 )  

a n d  f o r  c r e d i t  u n i o n  g r o u p s  ( A S  2 1 . 4 8 . 0 7 0 ) .  T h e  o r i g i n a l  d r a f t  d i d  t h e  

s a m e  t h i n g .  T h i s  w a s  d o n e  b e c a u s e  o f  t h e  u n i q u e  n a t u r e  o f  t h e s e  t y p e s  

o f  g r o u p s  a n d  t h e i r  s p e c i f i c  r e l a t i o n s h i p  t o  A S  2 1 . 5 7 .  T h i s  i s  p a r t i c u ­

l a r l y  t h e  c a s e  f o r  d e b t o r  g r o u p s .

I  am a t t a c h i n g  a  m a r k e d  u p  c o p y  o f  HB 4 2 6 ,  w h i c h  i n c l u d e s  t h e  s u g g e s t e d  

a m e n d m e n t s ,  a s  w e l l  a s  c o p i e s  o f  m y  m e m o r a n d a  o f  N o v e m b e r  2 6 ,  1 9 8 2  t o  

y o u  a n d  o f  M a y  1 8 ,  1 9 8 3  t o  J e f f  D a y ,  a n d  o f  m y o r i g i n a l  d r a f t .
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I n t r o d u c e d :  ^ ^ 2 5 / 8 3  i f i f e

R e f e r r e d :  L i ^ P r  4 C o m m e r c e  >'- - J

I N  T H E  H O U S E  B Y  H A Y E S

H O U S E  B I L L  N O . 4 2 6  

I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  g r o u p  l i f e  i n s u r a n c e ;  a n d  p r o v i d ­

i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  2 1 . 4 8 . 0 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  A ^ [ N 0 ]  l i f e  i n s u r a n c e  p o l i c y  m a y  n o t  b e  d e l i v c - e d  i n  t h i s  

s t a t e  i n s u r i n g  t h e  l i v e s  o f  m o r e  t h a n  o n e  i n d i v i d u a l  u n l e s s

( 1 )  t h e  p o l i c y h o l d e r  w a s  f o r m e d  f o r  p u r p o s e s  o t h e r  t h a n

1
LJcc•Hao

i n s u r a n c e ,  o r  i s  a  t r u s t  e s t a b l i s h e d  b y  o n e  o r  m o r e

e m p l o y e r s o r  l a b o r  u n i o n s ? ^  ^  ^

( 2 )  t h e  p o l i c y  c o v e r s  a t  l e a s t  t w o  i n d i v i d u a l s  a t  t h e  d a t e

o f  i s s u e ;

( 3 )  a n  i n d i v i d u a l  e l i g i b l e  f o r  c o v e r a g e  i s  s u b j e c t  t o

u n i  f o r m l v a p p l i e d  s t a n d a r d s  o f  i n s u r a b i 1 i t y ^ i m p o s e d  b y  t h e  i n s u r e r ;
i l

( 4 )  a m o u n t s  o f  g r o u p  l i f e  i n s u r a n c e  a r e  d e t e r m i n e d  b a s e d  o n

s o m e  p l a n t h a t  w i l l  p r e c l u d e  i n d i v i d u a l  s e l e c t i o n ;  a n d

( 5 )  t h e  g r o u p  l i f e  i n s u r a n c e  c o n t r a c t  i s  i n  c o m p l i a n c e  w i t h

t h e  o t h e r a p p l i c a b l e  p r o v i s i o n s  o f  t h i s  c h a p t e r  ( " D E L I V E R E D  TO  O N E O F

T H E  G R O U P S  A S  P R O V I D E D  F O R  I N  S E C S .  2 0  -  6 0  O F T H I S  C H A P T E R ,  2 N D

U N L E S S  I N C O M P L I A N C E  W I T H  T H E  O T H E R  A P P L I C A B L E  P R O V I S I O N S  OF T H I S

C H A P T E R ] .

*  S e c .  2 .  A S  2 1 . 4 8 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

( c )  I n s u r a n c e  u n d e r  a  g r o u p  l i f e  i n s u r a n c e  p o l i c y  m a y  b eHD
e x t e n d e d  t o  i n s u r e  d e p e n d e n t s .  N o t w i t h s t a n d i n g  A S  2 1 . 4 8 . 0 7 0 ’ , o n l y  o n e

c e r t i f i c a t e  n e e d  b e  i s s u e d  f o r  d e l i v e r y  t o  a n  i n s u r e d  p e r s o n  i f  a

- 1 -  HB 4 2 6
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____________  O B M H B B B

s t a t e m e n t  c o n c e r n i n g  a d e p e n d e n t ' s  c o v e r a g e  i s  i n c l u d e d  i n  t h e  c e r t i f ­

i c a t e  .

( d )  I n  t h i s  s e c t i o n ,  " d e p e n d e n t s "  m e a n s  t h e  s p o u s e  a n d  d e p e n d e n t

c h i l d r e n  o f  a n  e m p l o y e e  o r  m e m b e r  f  t h e  g r o u p .

*  S e c .  3 .  A S  2 1 . 4 8 . 0 2 0  -  2 1 . 4 8 . 0 5 0  a n d  A S  2 1 . 4 8 . 0 9 0  a r e  r e p e a l e d .

S e c .  4 .  T n i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o i  a n c e  w i t h  A S  0 1 . -

• 0 7 0 ( c ) .



m e m o r J Imdum State of Alaska

TO

FROM

DATE: November 26, 1982

FILE NO 

TELEPHONE NO

s u b j e c t  Group Life Insurance
Proposed Legislated Changes

Attached, please find the draft of the Act which amends AS 21.48,
Group Life Insurance.

The proposed amendments to AS 21.48 accomplish the following:

1) The definition regarding who constitutes a duly formed group 
for the purposes of group life insurance is liberalized;

2) The ceiling on amounts of group life insurance for dependents 
is removed;

3) The group definitions applicable to group disability insurance 
contracts are indirectly liberalized pursuant to AS 21.54.060(4);

4) The provisions requiring some premium contribution by an employer/ 
policyholder are eliminated; and

5) AS 21.48.060, debtor groups, and AS 21.48.070, credit union 
groups, remain intact and unchanged due to their unique 
character and relationship to credit life and credit disability 
(AS 21.57).

Of course, the underlying intent of the proposal is to provide for 
expanded availability of group life insurance. Conceiveably, a broader 
based portion of our population will have expanded means of acquiring 
life insurance coverage on an economical basis.

In my opinion, this proposal will not require increased appropriations 
for administration. In fact it may result in increased premium tax 
revenue. Master group contracts heretofore delivered in other states, 
covering Alaskan residents, in order to circumvent unfavorable provisions 
in our law, may, in the future, be issued in this state. By so doing, 
taxable, Alaska premiums could increase.

It should be noted that some unfavorable federal income tax implications 
could arise in the area of dependent group life. For amounts of dependent 
group life insurance provided by an employer in excess of $2,000, the 
premiums paid by the employer for such coverage would be taxed as income 
to the employee.

Opposition, if any, to this proposal would most likely come from the 
life insurance agent specializing in the sale of individual life insurance 
products. This opposition would be primarily "protectionist" in nature 
and easily countered.

Let me know if you would like to discuss this proposal in greater detail.

Kenneth C. Moore, Director

Jim Jordan



MEMORANDUM State of Alaska

TO

T H R U :

T H R U :

FROM

F R O M :

U r .  J e f f  D a y

A s s i s t a n t  t o  d i e  S p e a k e r  

K e n n e t h  C .  M o o r e  

D i r e c t o r  o f  I n s u r a n c e  

P v i c h a r d  L y o n  

C o m m i s s i o n e r  o f  C o m m e r c e  & 

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

J i n  J o r d a n

I n s u r a n c e  M a r k e t  A n a l y s t  I I I

DATE

FILE NO

M a y  1 8 ,  1 9 8 3

TELEPHONE NO

SUBJECT.
P r o p o s e d  G r o u p  L i f e  

I n s u r a n c e  L e g i s l a t i o n

P e r  o u r  t e l e p h o n e  c o n v e r s a t i o n  o f  M a y  1 0 ,  1 9 8 3 ,  t h e  f o l l o w i n g  w i l l  s e r v e  

t o  e x p l a i n  c e r t a i n  d e f e c t s  i n  t h e  c u r r e n t  l a w  w h i c h  t h e  p r o p o s e d  l e g i s ­

l a t i o n  i s  i n t e n d e d  t o  r e c t i f y .

A S  2 1 . 4 3 . 0 1 0 - 2 3 0  s e t  f o r t h  t h e  v a r i o u s  c r i t e r i a  r e g a r d i n g  g r o u p  l i f e  

i n s u r a n c e .  S i m i l a r l y ,  A S  2 1 . 5 4 . 0 1 0 - 0 7 0  s e t s  f o r t h  t h e  c r i t e r i a  w h i c h  

a p p l y  t o  g r o u p  d i s a b i l i t y  i n s u r a n c e .  E a c h  o f  t h e s e  c h a p t e r s  r e s p e c t i v e l y  

e s t a b l i s h e s  w h a t  t y p e s  o f  e n t i t i e s  o r  c o l l e c t i o n s  o f  p e r s o n s  c o n s t i t u t e s  

a  d u l y  f o r m c - d  g r o u p .  I t  i s  o n l y  t h e s e  d e f i n e d  e n t i t i e s  t h a t  n a y  h a v e  a  

g r o u p  r a s t e r  c o n t r a c t  i s s u e d  t o  i t  w i t h i n  t h e  s t a t e .  M c s t  f r e q u e n t l y ,  

g r o u p  l i f e  i n s u r a n c e  a n d  g r o u p  a c c i d e n t  a n d  h e a l t h  i n s u r a n c e  i s  r a r k c t c d  

a n d  i s s u e d  a s  a  " p a c k a g e " .

A S  2 1 . 4 S  i s  c o n s t r u c t e d  t o  d e f i n e  t h o s e  e l i g i b l e  g r o u p s  o f  p e r s o n s  

w i t h i n  v e : y  n a r r o w  p a r a m e t e r s .  C o n v e r s e l y  A S  2 1 . 5 4  i s  c o n s t r u c t e d  s o  

t h a t  a  b r o a d e r  r a n g e  o f  e n t i t i e s  f o r m  d u l y  c o n s t i t u t e d  g r o u p s .  I n  o t h e r  

w o r d s ,  i t  i s  p o s s i b l e  f o r  c o r e  t y p e s  o f  g r o u p s  t o  b e  p r o p e r  g r o u p s  f o r  

t h e  p u r p o s e s  o f  g r o u p  a c c i d e n t  a n d  h e a l t h  b u t  n o t  b e  e l i g i b l e  f o r  g r o u p  

l i f e  i n s u r a n c e .  A n  e x a m p l e  o f  t h i s  s i t u a t i o n  i s  a n  " a s s o c i a t i o n "  g r o u p  

f o r  w h i c h  g r o u p  a c c i d e n t  a n d  h e a l t h  c o v e r a g e  c a y  b e  l e g a l l y  w r i t t e n  

( A S  2 1 . 5 4 . 0 6 0 ( 2 ) )  b u t  n a y  n o t  b e  e l i g i b l e  f o r  g r o u p  l i f e  i n s u r a n c e  

( A S  2 1 . 4 8 . 0 4 0 ) .

T h i s  h o l d s  t r u e  f o r  a s s o c i a t i o n s  t h a t  a r e  c o m p r i s e d  o f  c e n b e r 3  w h o  n a y  

n o t  b e  n e c e s s a r i l y  e m p l o y e r s .  E x a m p l e s  o f  s u c h  a s s o c i a t i o n s  c o u l d  b e  

b a r  a s s o c i a t i o n s ,  m e d i c a l  a s s o c i a t i o n s ,  p i l o t s  a s s o c i a t i o n s ,  o r  c o m m e r c i a l  

f i s h e r m a n s  a s s o c i a t i o n s .  i J h e n  i n t e r e s t e d  i n  o b t a i n i n g  g r o u p  i n s u r a n c e  

c o v e r a g e s ,  t h e s e  t y p e s  o f  a s s o c i a t i o n s  a r e  a b l e  t o  o b t a i n  c o v e r a g e .

T h i s  i s  a c c o m p l i s h e d  b y  j o i n i n g  o t h e r  a s s o c i a t i o n s  o u t  i d e  o f  A l a s k a  

t h a t  L a v e  s u c h  c o v e r a g e s  p r o v i d e d  v i a  g r o u p  m a s t e r  c o n t r a c t s  d e l i v e r e d  

i n  o t h e r  j u r i s d i c t i o n s .  A l a s k a ' s  i n s u r a n c e  l a w s  d o  n o t  e x t e n d  o x t r a -  

t e r r i t o r l a l l y ,  s o  r e s i d e n t s  c c  ,’e r e d  u n d e r  t h e s e  a r r a n g e m e n t s  l o s e ,  t o  a  

c e r t a i n  d e g r e e ,  t h e  l o c a l  r e g u l a t o r y  p r o t e c t i o n .  ( H o w e v e r ,  t h e y  m a y  g o  

t o  t h e  i n s u r a n c e  d e p a r t m e n t  i n  t h e  s t a t e  i n  w h i c h  t h e  m a s t e r  c o n t r a c t  i s  

d e l i v e r e d  f o r  c o n s u m e r  a s s i s t a n c e . )  A d d i t i o n a l l y ,  s u c h  a r r a n g e m e n t s  m a y  

a l s o  r e s u l t  i n  l e s s  p r e m i u m  t a x e s  b e i n g  c o l l e c t e d  i n  A l a s k a .

A S  2 1 . 4 8 . 0 9 0  i m p o s e s  m a x i m u m  a m o u n t s  c f  g r o u p  l i f e  i n s u r a n c e  w h i c h  m a y  

b e  e x t e n d e d  t o  t h e  d e p e n d e n t s  o f  c o v e r e d  e m p l o y e e s  o r  n u m b e r s  o f  a  

g r o u p .  T h e  a m o u n t  i s  s c h e d u l e !  a n d  i n c r e a s e s  b y  t h e  a g e  o f  t h e  f a m i l y  

m e m b e r  f r o m  ( - 1 0 0  a t  u n d e r  t h e  a g e  o f  6  L . o n t h s  t o  a  m a x i m u m  o f  ( 2 , COO a t



a c e s  5  y e a r s  a n d  o l d e r .  T h e s e  a m o u n t s  w e r e  e s t a b l i s h e d  b y  l a w  i n  1 9 6 6  

a n d  c e r t a i n l y  i n f l a t i o n a r y  p r e s s u r e s  a l o n e  w o u l d  d i c t a t e  t h e  m a x i m u m  

a m o u n t s  o f  c o v e r a g e  b e  i n c r e a s e d .  T h e  p r o p o s e d  l a n g u a g e  w o u l d  r e m o v e  

a l l  m a x i m a n s .  G r o u p  i n s u r a n c e  i s  p r i m a r i l y  a n  e m p l o y e e  b e n e f i t  a n d  n a y  

b e  s u b j e c t  t o  c o l l e c t i v e  b a r g a i n i n g .  I t  w a s  f e l t  t h a t  t h e  i n s u r a n c e  

l a w s  s h o u l d  n o t  i n p o s e  a n y  a r t i f i c i a l  b a r r i e r s  i n  t h e  n e g o t i a t i o n  o r  

d e t e r m i n a t i o n  o f  e m p l o y e e  b e n e f i t s .  A g a i n ,  a n  e m p l o y e r  m a y  p r o v i d e  

a m o u n t s  o f  d e p e n d e n t s  g r o u p  l i f e  i n s u r a n c e  g r e a t e r  t h a n  t h a t  a l l o w e d  b y  

A l a s k a  l a w  b y  j o i n i n g  a  m u l t i p l e  e m p l o y e r  t r u s t  l o c a t e d  i n  s t a t e  a l l o w i n g  

h i g h e r  a m o u n t s .  ( U e  k n o u  t h i s  h a s  b e e n  d o n e . )  M a n y  s t a t e s  e x i s t  w h i c h  

h a v e  n o  s u c h  m a x i m u m  f o r  d e p e n d e n t s  g r o u p  l i f e  i n s u r a n c e .  O n e  o f  t h e  

r e a s o n s  f o r  l i m i t i n g  t h e  a m o u n t  o f  d e p e n d e n t  g r o u p  l i f e  t o  $ 2 , 0 0 0  i s  d u e  

t o  f e d e r a l  i n c o m e  t a x  i m p l i c a t i o n s .  I n  t h e  s i t u a t i o n  w h e r e  a n  e m p l o y e r  

p a y s  t h e  e n t i r e  p r e m i u m  f o r  d e p e n d e n t s  g r o u p  l i f e  i n s u r a n c e ,  t h e  I R S  h a s  

r u l e d  t h a t  s o  l o n g  a s  t h e  c o v e r a g e  a m o u n t  i s  i n c i d e n t a l ,  n o  a d d i t i o n a l  

t a x a b l e  i n c o m e  i s  i n c u r r e d  b y  t h e  e m p l o y e e .  T h e  a m o u n t  d e t e r m i n e d  b y  

t h e  I R S  a s  b e i n g  i n c i d e n t a l  i s  u p  t o  a  m a x i m u m  o f  $ 2 , 0 0 0 .  ( T h e  s a m e  

h o l d s  t r u e  f o r  t h e  a m o u n t s  o f  g r o u p  l i f e  i n s u r a n c e  p r o v i d e d  t o  e m p l o y e e s  

e x c e p t  t h a t  n o  f e d e r a l  i n c o m e  t a x  l i a b i l i t y  a c c r u e s  u n t i l  t h e  a m o u n t s  o f  

c o v e r a g e  e x c e e d s  $ 5 0 , 0 0 0 . )

I n  g e n e r a l ,  A S  2 1 . A S  r e q u i r e s  t h a t  t h e  p r e m i u m  c a n  n o t  b e  e n t i r e l y  p a i d  

b y  e m p l o y e e  c o n t r i b u t i o n s .  T h e  p r o p o s e d  l a n g u a g e  r e m o v e s  t h i s  r e q u i r e ­

m e n t .  T h i s  c h a n g e  w a s  i n c l u d e d  f o r  s e v e r a l  r e a s o n s .  F i r s t ,  a n  e m p l o y e r  

c a n  i n  e f f e c t  m a k e  t h i s  m e a n i n g l e s s  b y  c o n t r i b u t i n g  o n l y  l c  t o w a r d  c h e  

p r e m i u m  c o s t  f o r  e a c h  e m p l o y e e .  S e c o n d ,  s o m e  e m p l o y e e  b e n e f i t  p r o g r a m s  

' c o n t a i n  a  b a s i c  a m o u n t  o f  g r o u p  l i f e  i n s u r a n c e  p a i d  f o r  e n t i r e l y  b y  t h e

e m p l o y e r  a n d  a n  o p t i o n a l  a m o u n t  p a i d  f o r  e n t i r e l y  t h e  e m p l o y e e .  C u r r e n t

c o n s t r u c t i o n  o f  A S  2 1 . 4 8  f o r c e s  s u c h  c o v e r a g e s  t o  b e  u n d e n n r i t t e n  b y  o n e

i n s u r e r  i n  o n e  m a s t e r  g r o u p  c o n t r a c t .  T h i s  m a y  i m p e d e  c o m p e t i t i o n  t o  a  

c e r t a i n  d e g r e e ,  p a r t i c u l a r l y  f o r  l a r g e r  e m p l o y e r s .  A n  e x a m p l e  o f  t h i s  

c o u l d  b e  t h e  S t a t e  o f  A l a s k a  p l a n  f o r  i t s  e m p l o y e e s  w h e r e  t h e  v a r i o u s  

s e g m e n t s  o f  t h e  b e n e f i t  p a c k a g e  g o  o u t  t o  c o m p e t i t i v e  b i d .  O n e  i n s u r e r  

w a y  s u b m i t  t h e  l o w e s t  b i d  f o r  t h e  o p t i o n a l  g r o u p  l i f e  b u t  m a y  n o t  b e  t h e  

l o w e s t  b i d d e r  o n  t h e  b a s i c  g r o u p  l i f e .  T h e r e f o r e ,  t h e  s t a t e  c c u l d  n o t  

a w a r d  t h e  c o n t r a c t  f o r  t h e  o p t i o n a l  g r o u p  l i f e  t o  t h a t  i n s u r e r  w h o  i s  

t h e  l o w e s t  b i d d e r  a n d  a w a r d  a  s e p a r a t e  c o n t r a c t  t o  a n o t h e r  i n s u r e r  v h o  

w a s  t h e  l o w e s t  b i d d e r  o n  t h e  b a s i c  g r o u p  l i f e .  T h i r d ,  a g a i n , ,  a n  e m p l o y e r  

m a y  c i r c u m v e n t  t h i s  s i t u a t i o n  b y  j o i n i n g  a n  a s s o c i a t i o n  o r  m u l t i p l e  

e m p l o y e r  t r u s t  s i t u s e d  i n  a n o t h e r  s t a t e .  L a s t ,  A S  2 1 . 5 4  i m p o s e s  l i e  s u c h  

r e q u i r e m e n t  f o r  g r o u p  a c c i d e n t  a n d  h e a l t h  c o v e r a g e s .

I t  i s  f e l t  t h a t  t h e  p r o p o s e d  c h a n g e s  w o u l d  h e l p  f a c i l i t a t e  t h e  e x t e n s i o n  

o f  l i f e  i n s u r a n c e  p r o t e c t i o n  t o  a  b r o a d e r  s e c t i o n  o f  o u r  p o p u l a t i o n  w i t h  

n o  m a t e r i a l  l o s s  i n  r e g u l a t o r y  p r o t e c t i o n .  T y p i c a l l y ,  g r o u p  i n s u r a n c e  

i s  l e s s  c o s t l y  t h a n  i n d i v i d u a l  i n s u r a n c e  c o n t r a c t s  d u e  t o  t h e  a d m i n i s t r a t i v e  

e c o n o m i e s  r e a l i s e d .  T h e r e f o r e ,  t h i s  p r o p o s a l  s h o u l d  h e l p  t o  p r o v i d e  a  

b r o a d e r  b a s e  o f  c o v e r a g e  a t  a  c o s t  m o r e  b e n e f i c i a l  t o  t h e  A l s s l i a n  r e s i d e n t .



A l s o ,  f o r  y o u r  i n f o r m a t i o n ,  t h e  p r o p o s e d  l a n g u a g e  i s  p a t t e r n e d  a f t e r  

C o l o r a d o ’ s  g r o u p  l i f e  l a w .

P l e a s e  l e t  m e  l u i o v  i f  1  n a y  b e  o f  a n y  f u r t h e r  a s s i s t a n c e .

S i n c e r e l y ,

J a n e s  J .  J o r d a n  

I n s u r a n c e  M a r k e t  A n a l y s t

J J J / g w
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