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Alaska State Legislature

House
Official business Pouch
State Capitol
Juneau, Alaska 99811
MEMORANDUM
TO: Representative Giaenberg

FROM: Dave Donley
RE: April 24, 1985"
DATE: HB 356, "Assignment of Group Life Policies of Insurance”

Under current estate tax law, if an insured owns a life insurance policy,
upon the insured's death the proceeds of that policy will pass through his
estate and be subject to estate ta:: prior to receipt by the named
beneficiary.

If a person other than the insured owns a policy, the proceeos do not
pass through the insured's estate and thus are not subject to estate tax.

At common law, it is questionable whether group life policies can be
assigned, and the IRS has held that without statutory authorization,
assignments are not effective for tax purposes. Accordingly, some 48
states have made group life policies assignable by statute.

Considering that 48 states have alreaa/ passed similar laws, enactment of
HB 356 by the state of Alaska would result in an insignificant reduction in
federal revenues. The advantages in estate planning for Alaskans to be
provided by this legislation are substantial and fair. Failure to pass thi?:
legislation will result in continuance of an inequitable federal tax situation
that discriminates against Alaskans.



MEMORANDUM

To: All Members, House Labor and Commerce Committee
From: Roger Poppe, Committee Aide
Date: April 25, 1985 Thursday Meeting

Subject: Overview, HE 356

The subject of this bill has not appeared before previous
legislatures; this section of the law has not changed since it was
established in 1966. There is no companion legislation in the Senate.
There is another committee of referral in the House, which 1is Judiciary.
The fiscal note is zero.

This bill is supported by the Alaska Bar Association (see letter by
Mr. GoerJg in your file), and is not opposed by the DCED, Division of
Insurance. There are "8 other states that have already passed similar
laws; only Alaska and Delaware do not have it.

Basically, the IRS has held that without state statutes to cover
it, group life insurance policies cannot be assigned for tax purposes.
This bill would give an Alaskan citizen the right to transfer his
ownership of any group life insurance policy to any individual he
wishes, without having that right contested by the IRS.
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INTRODUCTION OF BILLS (House)

SPONSOR SUBSTITUTE FOR HOUSE BILL NO.- 165. by Reps. Taylor
and Sund (see pages 209;379)- Note: a sponsor substitute ver —
sion supersedes all previous versions of the bill.

The bill states: "The Department of Fish and Game shall, over the
next three years, cooperate with and assist in the transplanting to
Zarembo Island of up to 50 but not less than 10 elk during the
fiscal year ending June 30, 1986, up to 50 but not less than 10 elk
during the fiscal year ending June 30, 1987, and up to 50 but not
less than 10 elk during the fiscal year ending June 30, 1988. The
department shall utilize the services of volunteers, organizations

and groups to accomplish this transplanting whenever possible. The
department is authorized to enter into agreements with similar
agencies 1in other states to facilitate this transplant.”™ Does not

provide effective date (takes effect 90 days after Governor signs
bill).

Introduced April 9 and referred to Pesources, Finance.

HOUSE BILL NO. 355, by Rep. Thompson. Would establish and
implement an onboard oh® rver program to monitor and obtain
certain information on f. aeries. The majority of the bill

i6 identical to SB 79, see page 100. The title for HB 355

reads "An Act authorizing the establishment and implementation of
onboard obseiver programs,”™ while the title for the Senate bill
reads "An Act authorizing the Board of Fisheries to establish
onboard observer programs."”

Deletes Section 2 (14) (D), which required that all vessel
operators "registered under the laws of the state that participate
in that fishery"” pay a fee to cover the operating costs of the
onboard observer program.

Charges the wording for the definition of "fisheryl in Sec. 4 (28).
Both the House and Senate bills carry the same intent for fishery,
but it is worded slightly differently.

Introduced April 8 and referred to the House Special Committee on
Fisheries, Resources and Finance.

HOUSE BILL NO-. 356. by Rep . Gruenberg, Taylor and

Pettyjohn. Amends AS 21.4...270 (The Insurance Contract.
Assignment of Policies) to allow a group life insurance poli—
cy "... to be assigned either by pledge or transfer of title by
an assignment executed by the insured alone and delivered to the
insurer, whether or not the pledgee or assignee is the insurer."”
Does not provide effective date (takes effect 90 days after
Governor signs bill).

Introduced April 8 and referred to Labor & Commerce, Judiciary.

HOPSF BILL NO. 357, by Reps. Gruenberg, KopoD”n and Shultz.
Would allow proceeds from a state student lo&n to be used for
child care expenses (currently loan may be ui.ed only for
tuition, books, required fees and room and board). Also allows
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Sec. 13. .. Assignment of group policies. A group
policy may be assignable or not assignable as provided by its
terms. Subject to its terms relating to assignability, any group
life or group health insurance policy, under the terms of which
the beneficiary may be changed upon the sole request of the
insured or owner, may be assigned either by pledge or transfer Ot
title, by an assignment executed by the insured or owner alone and
delivered to the insurer, whether or not the pledgee or assignee
is the insurer. Any such assignment shall entitle the insurere to
deal the with assignee as the owner or pledgee of the policy in
accordance with the terms of the assignment, until the insurer has
received at its home office written notice of termination of the
assignment or pledge, or written notice by or on behalf of some
other person claiming some interest in the policy in conflict with

the assignment.



Law O ffices

Davis & Goerig

A PROFESSIONAL. GORPCRATION
Trigg T. Davis AOS WEST 36T."" AVENUE, SUITE 200 Telephone 561-4420
George E-Goerig.jr- Anchorage ,Alaska 99503 Area Code 907

February 25, 1985

Richard S. Thwaites, Jr.
Chairman of the Alaska Bar Association
Probate Law Section
1031 West 4th Ave., Suite 500
Anchorage, AK 99501

Re: Proposed Statutes Regarding Assignment
of Group Term Life Insurance Policies

Dear Dick:

Enclosed is a proposed statute relating to the assignability of

group life insurance policies. This statute shall affirmly
establish the right of an individual to transfer his ownership of
any group life insurance policy to any individual he wishes.

Although at the present time there is no law in effect which
specifically prohibits such an assignment, the United States
Treasury Department may contest such a person's right unless the
state of residency has a statute authorizing such an assignment.
The Alaska Bar Association taxation law section supports inactment
of this proposed statute.

Very truly yours,

Attorney At Law
GEG/dvs

Enclosure



821.42.270 Insurance 821.42.290

Sec. 2-142.270. Assignment of policies. A policy may be
assignable or nonassignable, depending upon its terms. Subjec’ to its
terms relating to its assignability, a life or disability policy, whether
issued before or after July 1,1966, under the terms of which the benefi-
ciary may be changed upon the sole request of the insured, may be
assigned either by pledge or transfer oftitle by an assignment executed
by the insured alone and delivered to the insurer, whether or not the
pledgee or assignee is the insurer. The assignment entitles the insurer
to deal with the assignee as the owner or pledgee of the policy in
accordance with the terms of I  assignment until the insurer has
received at its home office written notice of termination of the
assignment or pledge, or written notice by or cn behalf of som i other
person claiming an interest in the policy which is in conflict with the
assignment. (8 1 ch 120 SLA 1966)
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Sec. 21.42.280. Payment discharges insurer. When the proceeds
of or payments under a life or disability insurance policy or annuity
contract, whether issued before or after July 1, 1966, become payable
in accordance with the terms of the policy or contract, or the exercise
of a right or privilege under the policy or contract and the insurer
makes payment in accordance with the terms of the policy or contract
or in accordance with a written assignment, the person then designated
under the policy as being entitled thereto shall be entitled to receive
the proceeds or payments and to give full acquittance for them. The
payments shall fully discharge the insurer from all claims under the
policy or contract unless, before payment is made, the insurer has
received at its home office written notice by or on behalf of another
person that the other person claims to be entitled to the payment or
some interest in the policy or contract. (8 1 ch 120 SLA 1966)

Sec. 21,*".290. Minor may give acquittance, (@) A minor domi-
ciled in this state who has attained the age of 16 years shall be con-
sidered competent to receive and to give full acquittance and discharge
for a payment or payments in aggregate amount not exceeding $3,000
in any one year made by a life insurer under the maturity, death or
settlement agreement provisions in effect or elected by the minor under
a life insurance policy or annuity contract, if the policy, contract or
agreement provides for the payment or payments to the minor, and if
before the payment the insurer has not received written notice of the
appointment ofa duly qualified guardian ofthe property of the minor.
A minor may not be considered competent to alienate the right to or to
antivipate the payments. This section does not restrict the rights of
minors set out in AS 21.42.080.
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