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Official business

A l a s k a  S t a t e  L e g i s l a t u r e
H o u s e

Pouch V 
State Capitol 

Juneau, Alaska 99811

MEMORANDUM

TO: R epresen ta tive  G iaen b erg

FROM: Dave Donley

RE: A pril 24, 1985 "

DATE: HB 356, "A ssignm ent of Group Life Policies of In su rance"

U nder c u rre n t e s ta te  tax  law, if an in su red  owns a life in su ran ce  policy, 
upon the  in su re d 's  death  the  proceeds of th a t policy will p ass  th ro u g h  his 
e s ta te  and be sub ject to e s ta te  ta:: p rio r to rece ip t by th e  named 
benefic iary .

If a person  o th er than  the  in su red  owns a policy, the p roceeos do not 
pass th ro u g h  the in su re d 's  e s ta te  and th u s  are  not sub jec t to e s ta te  tax .

At common law, it is questionable w hether group life policies can be 
assigned , and the IRS has held th a t w ithout s ta tu to ry  au tho rization , 
assignm ents are  not effective fo r tax  p u rp o ses . A ccordingly , some 48 
s ta tes  have made group life policies assignable by s ta tu te .

Considering th a t 48 s ta te s  have a lr e a a /  passed  similar law s, enactm ent of 
HB 356 by the  s ta te  of Alaska would re su lt  in an in sign ifican t reduction  in 
federal rev en u es . The advan tages in es ta te  p lanning for A laskans to be 
p rovided by th is  legislation are  su b stan tia l and fa ir . Failure to pass thi?: 
legislation will re su lt  in continuance of an inequitab le  federal tax  situation 
th a t discrim inates against A laskans.



M E M O R A N D U M  

To: All M e m b er s ,  H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e

From: R o g e r  Poppe, C o m m i t t e e  Aide

Date: A p r il  25, 1985 T h u r s d a y  M e e t i n g

Subject: O v e rview, HE 356

The subject of this b il l  ha s  not a pp e a r e d  b ef o r e  p r e v i o u s  

legislatures; this s e c t i o n  of the law has not changed since it w a s  

e s t a bl i s h e d  in 1966. T h e r e  is n o  com p a n io n  l e g i s l a t i o n  in the Senate. 

T here is a n o t h e r  c o m m i t t e e  of r e f e r r a l  in the House, w h i c h  is Judic i a r y .  

T he fiscal n ote is zero.

T his b ill is s u p p o r t e d  by the Al a sk a  Ba r  A s s o c i a t i o n  (see le t t e r  by 

Mr. Goe r J g  in y o u r  file), and is not o p p o s e d by the DCED, D i v i s i o n  of 

Insurance. T h e r e are ^8 o t h e r  states that hav e  a l r e a d y  p a s s e d  s i m i l a r  

laws; only A l a s k a  and D e l a w a r e  do not hav e  it.

Basically, the IRS has held that w i t h o u t  state s t a t u t e s  to c o v e r  

it, group life i n s u r a n c e  p o l i c i e s  cannot be a s si g n e d  for tax purposes. 

T his bill w o ul d  give an A l a s k a n  c i t i z e n  the right to t r a n s f e r  his 

ow n e r s h i p of any g r o u p  life ins u ra n c e  p o l i c y  to any  i n d i v i d u a l  he 

w i s h e s ,  w i t h o u t  h a v i n g  that right c o n t e s t ed  b y  the IRS.



1) B ill S u m m a r y  —  L e g i s l a t i v e  R e p o r t i n g  Service

2) O v e r v i e w  —  R. Poppe, C o m m i t t e e  Staff

3) S t a t u t o r y  B a c k u p  —  AS 21 .4 2 . 2 7 0

4) Fi s ca l  Not e  —  Dept, of C o m m e r c e  and E c o nomic D e v e l o p m e n t

5) Memo: F r o m  D a v e  D o n l e y  to Rep. Grue n be r g ,  A pril 24, 85

6) L e t t e r  from G eo r g e  G o e r i g  to Richard T h w aites, Feb. 25, 85

(see b a c k  side for s u g g e s t e d draft)
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INTRODUCTION OF BILLS (House)

Elk___________

(transplant)

Onboard

Observer

Programs________

(establishing)

Group Life 

Insurance 

Policies 

(assigning)

Student Loans 

Use d  to Pay 

Child Care

S P O N S O R  SUBS T I T U T E  FOR H OUSE B ILL NO.- 1 6 5 . by Reps. Taylor 

and Sund (see pages 209;379)- Note: a sponsor substitute v e r­

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 Jun e  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, o r g a nizations 

and groups to accomplish this transplanting whene v e r  possible. The 

department is authorized to enter into agreements w i t h  similar 

agencies in other states to facilitate this tran s p l a n t . " Does not 

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

Introduced A p r i l 9 and referred to Pesources, Finance.

H O U S E  B ILL NO. 355, by Rep. Thompson. W o u l d  est ab l i s h  and 

implement an onboard oh' rver p r o g r a m  to m o n i t o r  and obtain 

cert a i n  i nformation on f. aeries. Th e  m a j o r i t y  of the bill 

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

r eads "An Act a uthorizing the establishment and implementation of 

onboard o b s eiver programs," w hile the title for the Senate bill 

reads "An Act a uthorizing the Board of Fisheries to est a b l i s h 

onboard ob s e r v e r  programs."

Deletes Section 2 (14) (D), w hich required that all vessel 

operators "registered u nder 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 w o r d i n g  for the de f i n i t i o n  of " f i s h e r y 1' in Sec. 4 (28). 

Both the House and Senate bills carry the same intent for fishery, 

but it is w o r d e d  slightly differently.

Introduced A pril 8 and referred to the House Special Committee on 

Fisheries, Resources and Finance.

H O U S E  B ILL NO-. 356. by Rep . Gruenberg, Taylor and 

Pettyjohn. A m e n d s  AS 21.4...270 (The Insurance Contract.

A s s i g n m e n t of Policies) to allow a g r o u p  life insurance poli­

cy "... to be assigned either by pledge or transfer of title by 

an assignment executed by the insured alone and del i ve r e d  to the 

insurer, w h e t h e r or not the pledgee or assignee is the insurer." 

Does not provide effective date (takes effect 90 days after 
G o v e rn o r  signs bill).

Introduced Ap r i l  8 and referred to L a b o r  & Commerce, Judiciary.

HOPSF B I L L  NO. 357, by Reps. Gruenberg, K o p o D ^ n  and Shultz.

W o u l d  allow proceeds fro m  a state student lo&n to be used for 

child care expenses (currently loan m a y  be ui.ed only for 

tuition, books, required fees and r oom and board). A l s o  allows



STATE OF ALASKA 1985 LEGISLATIVE SESSION 

----------------- FISCAL N O T E---------------

Revision Date:

REQUEST FISCAL DETAIL

bill/Resolution No.:_^ 3 5 5 ________  agency MTtected: Commerce & Econ. Dev.

Title:an a^ignmpnt nf grnnp lifp Program Category Affected:____________

nnlirips nf in.sur.anrp________   Consumer Prnt.prt.inn ___________
Sponsor: Krnpnhurg pt a l ._________  BKU, Program or Supprogram(s) Affected:

Requestor:   Insurance________________________________
Date of Request:_____________________  ____ ________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars'!

r 1 oo r i bo r i b/ FY bb FY 89 FY 91)

OPERATING
100 rtiounAL Sc.rvV 1 CsiS
200 TRAVEL

300 CONTRACTUAL

^00 SUPPLIES
1

500 EQUIPMENT 1
300 LAND & STRUCTURES 1
700 CRANTS, CLAIMS 1
300 MISCELLANEOUS 1 1
TOTAL OPERATING -0- -0 - -0- -0- -0- -0-

! Lh P i TAL -0- -0- -0- -0- -0- -0- |

1 REVENUE -0- -0- -0- -0- -0- ..:0J S !

FUNDING: (Thousands of Dollars!
jU«wl\nu runJ 1 1 1 1
FEDERAL FUNDS 1 1 1 1
3THER 1 1 1 1
TOTAL -o- L -n- L -n- i -0- I -n-
pnsTTTfv;c;r
rULL" I inc. 1 ! 1
3ART-TIME 1 1 1
TEMPORARY 1 1 1

ANALYSIS: Attach a separate page if necessary

Prepared By: 

Division:

Approved by CommissiOfterj/~Loren wTLounsb 

Agency:___________ Commerc's and Economic DevDevelopment

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies) 7/1/34

2219WB42585a



Sec. 1 3 . ____._____ . A s s i g n m e n t  o f  g r o u p  p o l i c i e s . A  g r o u p

p o l i c y  m a y  b e  a s s i g n a b l e  o r  n o t  a s s i g n a b l e  as p r o v i d e d  b y  its 

terms. S u b j e c t  t o  its t e r m s  r e l a t i n g  to a s s i g n a b i l i t y ,  a n y  g r o u p  

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

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

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

d e l i v e r e d  t o  t h e  ins u r e r ,  w h e t h e r  o r  n o t  t h e  p l e d g e e  o r  a s s i g n e e  

is t h e  i n s u r e r .  A n y  s u c h  a s s i g n m e n t  s h a l l  e n t i t l e  t h e  i n s u r e r e  to 

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

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

r e c e i v e d  a t  its h o m e  o f f i c e  w r i t t e n  n o t i c e  o f  t e r m i n a t i o n  of  t h e  

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

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

t h e  a s s i g n m e n t .
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1 0 3 1  W e s t 4 t h  A v e . , S u i t e  5 0 0 
A n c h o r a g e ,  AK 9 9 5 0 1

R e : P ro p o s e d  S t a t u t e s  R e g a r d in g  A s s ig n m e n t
o f  G ro u p  T e rm  L i f e  I n s u r a n c e  P o l i c i e s

D e a r  D ic k :

E n c lo s e d  i s  a p r o p o s e d  s t a t u t e  r e l a t i n g  t o  t h e  a s s i g n a b i l i t y  o f 
g r o u p  l i f e  in s u r a n c e  p o l i c i e s .  T h is  s t a t u t e  s h a l l  a f f i r m l y  
e s t a b l i s h  t h e  r i g h t  o f  a n  i n d i v i d u a l  t o  t r a n s f e r  h i s  o w n e r s h ip  o f 
a n y  g r o u p  l i f e  in s u r a n c e  p o l i c y  t o  a n y  i n d i v i d u a l  h e  w is h e s . 
A l t h o u g h  a t  t h e  p r e s e n t  t im e  t h e r e  i s  n o  la w  i n  e f f e c t  w h ic h  
s p e c i f i c a l l y  p r o h i b i t s  s u c h  a n  a s s ig n m e n t ,  t h e  U n i t e d  S t a t e s  
T r e a s u r y  D e p a r tm e n t  m ay c o n t e s t  s u c h  a p e r s o n 's  r i g h t  u n le s s  t h e  
s t a t e  o f  r e s id e n c y  h a s  a s t a t u t e  a u t h o r i z i n g  s u c h  a n  a s s ig n m e n t . 
T h e  A la s k a  B a r  A s s o c i a t i o n  t a x a t i o n  la w  s e c t i o n  s u p p o r t s  in a c t m e n t 
o f  t h i s  p r o p o s e d  s t a t u t e .

V e r y  t r u l y  y o u r s ,

A t t o r n e y  A t  Law

G E G /d vs

E n c lo s u r e



§ 21.42.270 In s u r a n c e § 21.42.290

Sec. 2-1.42.270. 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 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. 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. (§ 1 ch 120 SLA 1966)

Colla te ra l references. — 43 Am. Jur Validity of assignment of life insurance 
2d, Insurance, § 789 et seq. policy to one who lias no insurable interest

45 C.J.S., Insurance. § 410 et seq. in insured, 30 ALR2d 1310.

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. (§ 1 ch 120 SLA 1966)

Sec. 21,*:".290. Minor may give acquittance, (a) 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 of a duly qualified guardian of the 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.

171



RECORDS 
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

of the original records of the State of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

V s /n
Date

02-619 (REV8/78)




