
ALASKA L t b i S L A I U K L  LUP'II'U I I t t  l " i L t 5  i y « J  -  . 1 ^ 8 4  . -  • , 8 0 /  £
2 5 7 1  H L C  ^ H B  3 0 4  -  H B  3 1 9  .  \

j T 7  f



F a c T s o n i H e

B u iL D in G  a n D  c o n s T r u c n o n  T r a D e s  D e p a r T M e m ;  a F L - c i o

Bacon requires payment of union 
wage rates only in highly unionized 
areas, where these are the wages 
which actually prevail. In areas where 
open shop construction predomi-

“THe
Davis-Bacon 
acT is noT 

inFLanonarY”
nates, the Davis-Bacon rates will be 
based on the wage rates paid by non­
union employers.

In fact, Davis-Bacon wage rates are 
set at union scale in less than ha lf of 
the counties covered. As of March 
1981, Davis-P^con wage determina­
tions for the tesidential construction

sector were based on union wage 
rates in only 14%  of the counties 
covered. For the more heavily union­
ized commercial building sector, the 
Davis-Bacon determinations reflected 
union rates in 55% of the counties 
covered. For heavy construction and 
highway construction, the corre­
sponding figures were 50% and 47%, 
respectively.1

Further evidence that Davis-Bacon 
wage determinations tend to reflect 
actual prevailing wages is provided 
in a study sponsored by the Presi­
dent's Council on Wage and Price 
Stability. The authors of this study 
compared the Davis-Bacon rates set 
by the Labor Department in 19 large 
cities with the average wage rates 
found in a special survey of the con-

One of the most common arguments 
used against the Davis-Bacon Act is 
that -this law unnecessarily inflates 
the costs of federal construction. Ac­
cording to some critics, this happens 
because the wage rates required un­
der Davis-Bacon tend to be set too 
high. Other critics claim that any 
sort of prevailing wage requirement 
will automatically have an inflationary 
effect. Neither of these arguments 
have much basis in logic or fact.

Davis-Bacon Wage Rates: 
Not Automatically 
the Union Rate

Contrary to the • ‘>yths spread by Its 
opponents, the Davis-Bacon Act does 
not compel government contractors 
to pay artificially t igh wage rates. 
Rather, all the law requires is that 
workers on federal projects be paid 
no less than whatever wage rate is 
already prevailing in their locality.

Critics of Davis-Bacon like to claim 
that the law blindly imposes union 
wage scales on all federal construc­
tion. This is simply not true. Davis-



“THe Gao’s repon 
on Davis-Bacon: so FLaweo 

as to  Be MeanmGLess”

In reality, no such reduction oc- I 
curred. Data are available for 1,263 
projects which were bid under pre­
vailing wage requirements and then 
re-bid during the suspension. On av­
erage, the second bid was lower than 
the first by only s ix tenths of one 
pe rcen t*

Even this negligible amount cannot 
be assumed to represent savings re­
sulting from removal of prevailing 
wage requirements. Rather, some 
price decline should be evpected 
when a project is re-bid. The rebid­
ding process allows each competitor 
to learn the amount of the bids sub­
mitted by other contractors. In cases 
where a contractor discovers that he 
lost the job by a relatively small 
amount, that contractor will have an 
incentive to lower his bid the next 
time around. In fact, further studies 
indicate that the cost reductions un­
der the suspension were concentrated 
among contracts where the winning 
bid and the next lowest bid differed 
by less than 20% .5

In summary, all the available evi­
dence indicates that prevailing wage 
protection does not lead to excess 
costs on government construction 
projects. On the contrary, paying the 
prevailing wage helps ensure that 
skilled and experienced construction 
workers will be hired, and thus pro­
motes efficient, top quality work on 
government jobs.

Many of the statistical claims about 
the allegedly inflationary impact of 
the Davis-Bacon Act are based on a 
1979 report by the General Account­
ing Office (GAO) entitled ‘‘The Davis- 
Bacon Act Should Be Repealed." This 
report is so flawed in its facts and 
methods as to render its conclusions 
meaningless.

The GAO's basic contention is that 
the Department of Labor (DOL) some­
times sets the wage rates required 
under the Davis-Bacon Ac: at a level 
higher than the actual prevailing wage 
rate, thereby leading to excess costs 
on federal construction projects. The 
evidence for this allegation comes 
from a series of GAO wage surveys 
designed to check the accuracy of 
the DOL figures. Any difference be­
tween the DOL wage determination 
and the GAO survey results was taken 
as proof that the Labor Department 
had made an error in setting Davis- 
Bacon wage rates.

In fact, the validity of this ‘‘check’ 
is very dubious. There are many rea­
sons othei than Labor Department er­
ror which can explain the differences 
between the DOL figures and the 
GAO figures. For eom ple , the survey 
methodology used by the GAO in­
vestigators differed in important re­
spects from that used by the Labor 
Department; the GAO personnel were 
inexperienced in conducting wage 
surveys; and the GAO admitted diffi­
culties in securing the cooperation of 
construction employers in providing 
wage data. Further, in some cases, 
the GAO drew conclusions about pre­
vailing wage rates for particular crafts 
based on wage data for only one or 
two workers, hardly an adequate ba­
sis for sweeping conclusions about 
widespread DOL error.

The GAO study used a sample of 
only 30 wage determinations, repre­
senting about two tenths of one per­
cent of the more than 15,000 Davis-

struction industry conducted by the 
Bureau of Labor Statistics. The re­
sults confirmed that the wage rates 
set under Davis-Bacon are generally 
quite close to actual prevailing wages. 
For commercial building, the Davis- 
Bacon rates were found to be 2.7%  
be/ov/ the actual averages, and for 
residential construction the Davis- 
Bacon rates were onlv 3.1% above 
average.2

In short, the Davis-Bacon Act does 
not impose union wage rates on con­
struction employers in nonunion 
areas, nor does it force federal con­
tractors to pay excessive wages to 
their construction workers.

Substandard Wages Are 
Not a Good Means 
of Saving Money

A second set of criticisms bypasses 
the issue of th3 accuracy of Davis- 
Bacon wage determinations and con­
tends that pre/ailing wage laws are 
by their very nature inflationary. The 
general :den is that workers can 
sometimes be found who are willing 
to take a job for less 'han the locally 
prevailing wage. By preventing the 
use of this cut-rate labor, the Davis- 
Bacon Act is he'd to create unneces­
sarily high costs.

This argument is completely falla­
cious, in that it ignores important dif­
ferences in skills and productivity. 
Well trained and highly skilied con­
struction workers are not often willing 
to work for substandard wage rates.

The workers who can be recruited to 
work below the prevailing wage are 
likely to be less skilled and less ex­
perienced. In many cases, these will 
be people with no forma! construc­
tion training and only a very casual 
attachment to the industry.

It seems clear that qualified, well 
trained workers will be able to com­
plete a project much more quickly 
than workers with little construction 
experience. There’s no advantage in 
employing someone at a few dollars 
an hour less if they take twice as long 
to finish the job.

It's not just a matter of productivity. 
Skilled, experienced workers are 
much more likely to do a high quality 
job. Using poorly trained personnel 
hired "off the street” can lead to all 
sorts of quality problems. While there 
might be some initial savings as a 
result of paying below the prevailing 
wage rate, these savings could be 
quickly wiped out by the need for 
costly repairs ana maintenance.

Department of H’ lD Study 
Shows No Link Between 
High Wages and High 
Construction Costs

Because .A these important differ­
e n c e  ;n s'dlis and productivity, the 
only valid way or examining the rela­
tionship between Davis-Bacon and 
inflation is by looking not at wage 
rates alone, but rather at the to ta l 
costs  of projects built under the law's 
requirements.

The only study of this sort presently 
in existence was conducted by the

Department of Housing and Urban 
Development in an effort to identify 
the factors leading to high costs on 
HUD-financed housing built on Indian 
reservations. One possibility that the 
authors considered was that Davis- 
Bacon prevailing wage requirements 
might be leading to excess costs. 

.However, their research indicated that 
this was not the case:

“A comparison of average wage 
rates with average dwelling con­
struction costs shows no correla­
tion between high wages and high 
construction costs. Of the five In­
dian Housing Authorities with the 
highest average wage rates . . . 
only one had average dwelling con­
struction costs which exceeded the 
median.” 3

Davis-Bacon Suspension 
Did Not Lead to 
Significant Savings

The Davis-Bacon Act was suspend­
ed for a brief period in 1971 by ex­
ecutive order of President Nixon. Ac­
cording to the claims made by op­
ponents of this law, removal of pre­
vailing wage requirements should 
have immediately led to a sharp re­
duction in costs on federal construc­
tion contracts negotiated during the 
suspension.



Bacon wage determinations issued by 
the Labor Department in a typical 
year. In 18 of the 39 cases, the GAO 
concluded that the Labor Department 
wage determinations were too low  
rather than too high. These cases 
were discarded in drawing the re­
port's conclusions, since the GAO 
was only interested in cases where 
the Davis-Bacon Act could be ac­
cused of driving up costs. The 12 re­
maining wage determinations (in 
which the GAO wage estimates were 
lower than the Labor Department fig­
ures) became the primary basis for 
the GAO’s conclusions that Labor De­
partment errors in setting Davis-Ba- 
con wage rates could be costing the 
government hundreds of millions of 
dollars every year.

Such scanty evidence would be 
very weak support for any sort of 
conclusion and provides no basis 
whatsoever for the GAO’s sweeping 
contention that the Davis-Bacon Act 
should be repealed.

1. Data supplied by the U.S. Department 
of Labor, Employment Standards Ad­
ministration.

2. Robert Goldfarb and John Morrall, 
An Analysis ol Certain Aspocts o 1 the 
Administration o l the Davis-Bacon 
Act, a report issued by the Council 
on Wage and Price Stability, May 
1976, p. 9.

3. U.S. Department of Housing and Ur­
ban Development, Region IX, Ollice 
of Program Planning and Evaluation, 
Evaluation o l the High Cost ol Indian 
Housing, June 1979, p. 26.

4. Armand J. Tnioblot, Jr., Tho Davis- 
Bacon Act, Labor Relations and Pub­
lic Policy Series, Report No. 10 (Phil­
adelphia: University of Pennsylvania 
Press, 1975), p. 93.

5. John P. Gould and Gecge Bittlinp- 
mayer, Tho Economics of tho Davis- 
Bacon Act: An Analysis ol Prevailing 
Wago Laws (Washington, D.C.: Amer­
ican Enterprise Institute for Public 
Policy Research, 1980), p. 58.
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struction requires relatively little fixed 
capital, and the needed equipment 
can usually he leased rather than 
bought. Consequently, it is fairly easy 
to go into business as a contractor, 
and construction firms are constantly

“Fair to 
worKers, 

comracTors 
&Taxpayers”

being formed and dissolved. Tho turn­
over in firms is matched by the turn­
over in employoes. Gonerally, work­
ers are hired only for the duration of 
a particular job, and move on to a 
now employer when tho work is fin­
ished. Construction employment is 
also very unsteady. Last year, the 
unemployment rate in construction

averaged 14.2%, roughly double that 
in the economy as a whole. All of this 
makes it very easy for a fly-by-night 
operator to go into the construction 
business, pick up some semi-skilled 
or unskilled workers at rock bottom 
wages, and make a quick profit.

The government is particularly vul­
nerable to this kind of operation be­
cause of the nature of the government 
contracting proces. A private firm can 
control who it deals with, and can 
avoid these fast buck artists entirely 
and deal only with reputable busi­
nesses. The government, on tho other 
hand, is required by law to award a 
contract to the lowest bidder (unless 
there is a compelling case that the 
firm is unqualified— something which 
is very hard to establish before the 
work is started). An unscrupulous 
contractor can easily cut costs on 
wages, cut corners on materials, and 
thereby win itself a government con­
tract. The reputable business, com­
mitted to paying wage rates sufficient 
to attract and hold skilled, experi­
enced construction workers, cannot 
hope to compete with these tactics.

What does the Davis-Bacon Act 
do? It requires that workers on fed­
erally funded construction projects 
be paid no less than the wage rate 
prevailing in their local community 
for similar work.

This law was first proposed in Con­
gress in 1927, and was enacted in 
1931. It was designed to remedy prob­
lems which were occurring on gov­
ernment public works projects. Con­
tracts were being won by fly-by-night 
construction companies who reaped 
large profits by paying very low wag­
es to their employees in exchange for 
long hours of work. Many of these 
contractors came from outside the 
communities where the federal proj­
ects were being built, and sometimes 
brought in their own crews. These un­
scrupulous builders not only under­
cut the labor standards of the com­
munities they operated in; all too 
often they also left tho taxpayers sad­
dled with a poorly constructed proj­
ect.

Why a Prevailing Wage 
Law for Government 
Construction?

Wage-cutting practices, and tho 
problems which result, are especially 
likely to occur on construction jobs 
because of the unique characteristics 
of the construction industry. Con-
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Prevailing Wages:
Fair to Workers, 
Contractors and Taxpayers

There are several reasons why the 
government has an interest in pre­
venting these sorts of practices 
through prevailing wage requirements 
and other measures. First, this is a 
matter of basic fairness to the work­
ers involved. The government should 
set a good example for others, and 
should avoid being a party to situa­
tions where the labor standards of the 
local community are being eroded.

Further, prevailing wage require­
ments provide important protections 
to reputable contractors by providing 
them with a fair chance to compete 
for government projects, instead of 
losing this work to disreputable com­
petitors who underbid them by paying 
substandard wages. With a floor es­
tablished under wage rates, contrac­
tors are forced to compete for public 
projects on the basis of their skills 
and efficiency, not on the basis of the 
low wages they pay.

Finally, the Davis-Bacon Act pro­
tects the government and taxpayers. 
Skilled and experienced construction 
workers are not generally willing to 
work for substandard wages. The con­
tractor who tries to win government 
work by drastic red is in wages 
will hire the lowe „id people he 
can find, who are almost certain to 
be those with the least training and 
experience in the industry. The likely 
consequences of this will be a gen­
erally shoddy construct’ . - 1 job, extra I 
costs and waste when faulty work I 
must be done over, and higher ex-1 
penses for maintenance and repairs! 
over the life of the project. Of course, I 
by the time the government finds all I 
the problems with its new building, 
the contractor is likely to be long 
gone— off to another area to try this 
tactic again, or out of business to re­
appear later under another name.

These are the basic reasons which 
led Congress to pass the Davis-Bacon 
Act fifty years ago. The legislatures 
of 39 states reached the same conclu­
sions on their own, and responded by 
enacting "little Davis-Bacon Acts" 
covering state-funded construction.

Over the past fifty years, condi­
tions have improved greatly in the 
construction industry, partially as a 
result of the Davis-Bacon Act and 
other labor laws. However, the basic 
forces remr.in unchanged which allow 
unscrupulous contractors to win fed­
eral contracts by paying substandard I 
wages. As a result, the Davis-Bacon 
Act continues to play an important 
role in preventing serious abuses on 
government construction work, and 
d e s e rv e s  to be p reserve d  and  
strengthened.

“cormnuinG aBuses in 
consTrucnon show  THe 

conTinuinG neeD For 
□avis-Bacon”

Numerous violations of the Davis- 
Bacon Act are detected every year by 
federal agencies. For example, in a 
two-year period, one single agency—  
the U.S. Department of Housing and 
Urban Develor nent— instituted labor 
standards enforcement actions which 
led to more than $5 million in back 
wages being restored to more than 
11,000 workers on federal projects.

These violations cover the whole 
range of possible wrongdoing— pay­
ment of substandard wages, failure 
to make proper payments for health 
insurance and other benefits, forcing 
workers to "kick back" a portion of 
their wages as a condition for contin­
ued employment, phoney use of 
"trainee" classifications to exploit 
young workers seeking to learn con­
struction skills, and so on. Often, 
these labor standards problems are 
associated with other sorts of prob­

lems involving shoddy work and poor 
contractor performance. If the legal 
protections provided by the Davis- 
Bacon Act were to be removed, these 
types of abuses would be expected 
to become much more common.

Here are two recent examples which 
demonstrate the problems which un­
scrupulous contractors cause when 
they seek to make a fast buck by 
slashing wage rates. Both of these 
accounts come from investigative re­
ports aired on “Arizona Weekly," a 
public affairs program broadcast by 
television station KAET in Phoenix, 
Arizona.

The first of these stories involves 
a $5 million federal housing project 
on the San Carlos Indian Reservation 
in Arizona, a project where the con­
tractor, Mendoza Drywall, relied on 
low-wage labor supp'ied by illegal 
aliens, among others:



REPORTER: . . we also found
blatant violations of federally man­
dated wage rates. Who were the 
victims? The illegal aliens. The 
ones who jouldn’t speak up and go 
to the authorities, who had very 
few options as they lived and 
worked each day on the project. 
They were young men like Pedro.

"How much is he getting?"

ANSWER: "$1.50 an hour.”

REPORTER: " . . .  he wasn’t the onl> 
one who was shortchanged. Other 
illegal aliens were paid just half 
the amount federal regulations re­
quired. The aliens were cheap la­
bor, and that meant high profits 
for someone else.

"We soon discovered that Pedro 
didn't live like a citizen. He lived 
in this unfinished home on the proj­
ect, where for some time there was 
no water, no heat, not even basic 
facilities. There were more than 
ten workers living in this house at 
one time. At least eight of them, 
their job foreman told us, were 
illegal aliens. The others were Na­
vajo Indians. They slept on the 
tloor on old matresses and they

cooked on camp stoves. But mostly 
they just worked on the pro ject. .

A second case involved Copper 
State Builders, a contractor working 
on several government projects, who 
was also found to have violated the 
Davis-Bacon Act by paying workers 
well below the prevailing wage. As is 
often the case with firms using cut- 
rate labor, there seemed to be seri­
ous problems with the company's re­
liability and the quality of its work. 
Among other things, Station KAET’s 
investigation disclosed that this firm 
had obtained its electricai contrac­
tor's license tnrough forgery:

REPORTER: "Arizona Weekly has 
learned that the Registrar of Con­
tractors is in\ estigating ail of the 
company’s licenses because of this 
forgery (shewn on camera). It ap­
pears on Copper State’s electrical 
license. . . .  In effect, the company 
said it was qualified to do electrical 
work when in reality no one in the 
firm was approved by the state to 
do it.

"Copper State Builders has never 
been reluctant to seek federal jobs 
though. The firm bid successfully

on a project to improve federal 
housing on the west side of Phoe­
nix. This contract was worth more 
than $185,000. The Executive Di­
rector of the Maricopa County 
Housing Authority, John Hollar, the 
man who administered the federal 
project, describes it as the worst 
job he's ever experienced. . . . 
Hollar says the biggest problem 
was that the work was never done 
right the first time. It had to be 
done over and over again. And 
each time it was redone, the proj­
ect's inspectors and architect had 
to go back out and recheck the 
work. That cost taxpayer money. 
How much? Hollar says he doesn’t 
know, but the taxpayers were foot­
ing the bill for the company’s mis­
takes."

Continuing violations of the Davis- 
Bacon Act such as these serve as a 
reminder of the potential for serious 
abuse which still exists in construc­
tion. If the legal deterrents provided 
by Davis-Bacon were eliminated, it is 
safe to assume that these abuses 
would become more widespread, to 
the detriment of workers, fair con­
tractors and taxpayers.
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Bill Sheffield, Governor

DKIPT. O F  C O M M U N I T Y  &  R E G I O N A L  A F F A I R S POUCH B
JUNEAU. A LA S K A  99811 
PHONE: 1907) 465-4700OFFICE OF THE COMMISSIONER

A p r i l  15, 1983

B I L L  A N A L Y S I S

RE: H B  304

SP ON SOR : R e p r e s e n t a t i v e  H e r r m a n n

P r o g r a m  E f f e c t s  of the B i l l

T h i s  b i l l  w o u l d  e x e m p t  c o m m u n i t i e s  w i t h  a p o p u l a t i o n  of >000 or le ss  
from the p r o v i s i o n s  of AS. 36.

C o m m e n t s

It is the p o s i t i o n  of th i s D e p a r t m e n t  that  the p r o v i s i o n s  of AS. 36 
c u r r e n t l y  d i s c o u r a g e  l oc al  h i r e  in r u r a l  c o m m u n i t i e s

T h e  r e q u i r e m e n t  t h a t  p r e v a i l i n g  w a g e s  be p a i d  d i s c o u r a g e s  "on the  
job t r a i n i n g "  of l oc al  l ab or  an d e n c o u r a g e s  i m p o r t a t i o n  of o u t s i d e  
labor.

If th is  b i l l  w e r e  to p a s s  we feel it wou ld , at lea st,  r e m o v e  o n e  
road  b l o c k  in th e p a t h  of i n c r e a s i n g  l o ca l e m p l o y m e n t  t h r o u g h  s t a t e  
c o n s t r u c t i o n  gr a nts .

M a r k  Lew is , C o m m i s s i o n e r

21-PI LH
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Alaska National!
I N S U R A N C E  C O M P A N Y

A policy o f service and protection

A p r i l  6, 1983

Th e  H o n o r a b l e  W a l t  F u r ness, R e p r e s e n t a t i v e  

C h a i r  H o u s 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  

A l a s k a  S t a t e  S e n a t e  

P o u c h  Y

Juneau, Al a s k a  99811

Re: HB <‘308 An Act r e l a t i n g  to insurance.

D e a r  Hr. F u r n e s s :

T h i s  m e a s u r e  in its curre n t  form is v e r y  m u c h  o p p o s e d  by us. O n  the 

o t h e r  h an d ,  the a reas of o u r  serious c o n c e r n  ca n  be e a s i l y  r e m e d i e d  

by some ame> ients, in w h i c h  c a s e  the g e n e r a l  thrust of the bil l

w o u l d  b e  acceptable. v?,e, there f o r e,  u r g e  the C o m m i t t e e  to a dopt the

r e c o m m e n d e d  a m e n d m e n t s  if it intends to p r o c e e d  w i t h  this 

legi s l a t i o n .

B A C K G R O U N D

F o r  reasons, some  of w h i c h  m a y  be valid, the m u n i c i p a l  league, o r  at 

least several m u n i c i p a l i t i e s ,  have felt it d e s i r a b l e  to h ave 

s t a t u t o r y  a u t h o r i t y  to e s t a b l i s h  a m e a n s  of e x c h a n g i n g  i n s u r a n c e  

c o n t r a c t s  a mong t h em s e l v e s  as an a l t e r n a t i v e  to p u r c h a s i n g  i n s u r a n c e  

fro m c o m m e r c i a l  i n s u r a n c e  markets. At an e a r l y  s tage in the 

l e g i s l a t i v e  p r o c e s s  w h e n  the m u n i c i p a l i t y ' s  i n t e r e s t  in e s t a b l i s h i n g  

their o w n  insurance p r o g r a m  first b e c a m e  k n o w n  to us, we s u g g e s t e d

u s i n g  the r e c i p r o c a l  insu.vi a u t h o r i t y  a l r e a d y  gr a n t e d  in the 

I n s u r a n c e  Code. T h e y  have a c c e p t e d  this r e c o m m e n d a t i o n  and H o u s e  

Bill 3 0 8  is the result. U n f o r t u n a t e l y  in the d r a ft i n g ,  seve r a l  

s p e c i f i c  e x c e p t i o n s  f r o m  a p p r o p r i a t e  o b l i g a t i o n s  i m p os e d  o n  i ns u r e r s  

w e r e  c a r v e d  out for the m u n i c i p a l  rec i p r o c a l s,  and we b e l i e v e  such

is w h o l l y  inappropriate.

It is th e  p u r p o s e  of this l e t t e r  to i n d ic a t e  t h e s e  a r ea s  and to 

p o i n t  o u t  the r e s p o n s i b i l i t i e s  that e v e r y  o t h e r  i n s u r e r  c u r r e n t l y  

ha s  and ought *o h ave in c o n n e c t i o n  w i t h  s u s t a i n i n g  the workers' 

c o m p e n s a t i o n  s y s t e m  in this S tate w h i c h  e v e n  a m u n i c i p a l  r e c i p r o c a l  

should b e  requi r e d to support.

A S S I G N E D  RISK P OOL

[ A S 2 1 . 3 9 . 1 5 j  (a) - HB 308 P a g e  1, L ine 9 -10]
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Th e  p r o p o s e d  a m e n d m e n t  w o u l d  e x e m p t  all r e c i p r o c a l s  fror, h a v i n g  to 

p a r t i c i p a t e  in the c o n t r i b u t i o n s  to the a s s i g n e d  r i s k  pool.

C u r r e n t l y ,  al l  c o m m e r c i a l  in s u r e r s  w r i t i n g  workers' c o m p e n s a t i o n  in 

the S t a t e  of A l a s k a  are  r e q u i r e d  to pa y an a s s e s s m e n t  to supp o r t  the 

a s s i g n e d  r i s k  pool. The amount of the a s s e s s m e n t  is a p r o - r a t a  

c h a r g e  n e c e s s a r y  to c o v e r  the ex t e n t  to w h i c h  l o s s e s  and e x p e n s es  

e x c e e d  the p r e m i u m  c o l l e c t e d  in the pool. A s s e s s m e n t  b a s e d  on 

w o r k e r s '  c o m p e n s a t i o n  w r i t i n g s  by w or kers' c o m p e n s a t i o n  c a r r i e r s  is 

a l o g i c a l  w a y  to supp o r t  the pool s ince it s p r e a d s  the cost for 

s u p p o r t i n g  the u n d e s i r a b l e  risks a m o n g  all o t h e r  e m p l o y e r s  in the 

State. C u r r en t l y ,  any e m p l o y e r  i n s u r ed  in a c o m m e r c i a l  insurer, 

i n c l u d i n g  all m u n i c i p a l i t :es wh i c h  are i n s u r e d by c o m m e r c i a l

insurers, are p a y i n g  i n d i r e c t l y  the a s s e s s m e n t  to s u p p o r t  the 

a s s i g n e d  ris k  pool.

To th e  ext e n t  that a g roup of e m p l o y e r s  are e x e m p t e d  f r o m  h a v i n g  to 

p ay t h e i r  p r o - r a t a  share, the b u r d e n  falls on a s m a l l e r  p o p u l a t i o n  

w h o  m u s t  t h e n  pay a h i g h e r  assess me n t .  In effect, b y  e x e m p t i n g  the 

m u n i c i p a l  r e c i p r o c a l  f rom h a v i n g  to pay the a s s i g n e d  r i s k  pool, all 

o t h e r  e m p l o y e r s  ar e  g o i n g  to have to pa y  a s l i g h t l y  h i g h e r  

a s s e s s m e n t .

We f i n d  it t o t a l l y  i n e q u i t a b l e  and w i t h o u t  j u s t i f i c a t i o n  that the 

m u n i c i p a l i t i e s  as e m p l o y e r s  be r e l ie v e d  of any o b l i g a t i o n  w h i c h  any 

o t h e r  e m p l o y e r  is o b l i g a t e d  to pay as part of the cost of h i r i n g  

e m p l o y e e s  in this State,

f u r t h e r m o r e ,  b e c a u s e  of the w a y  the p r o v i s i o n  w a s  d r a f t e d ,  all 

r e c i p r o c a l s  a r e  exc l u d e d.  As drafted, this m e a n s  that the T i m b e r  

I n s u r a n c e  E x c h a n g e ,  w h i c h  is a p r i v a t e  c o m m e r c i a l  r e c i p r o c a l  i n s u r e r  

o w n e d  and o p e r a t e d  by the loggers, w o u l d  al s o  be e x e m p t e d  f rom

s u p p o r t i n g  the a s s i g n e d  r i s k  pool. I b e l i e v e  this w a s  no t  intended

but is the r e s u l t  o f  an e r r o r  in d r afting.

R E C O M M E N D ATION

S e c t i o n  i of the p r o p o s e d  b i l l  be s t r i c k e n  in its e n t i r e t y .

A L L O W A B L E  F U N D I N G

[ S e c t i o n  2 A S 2 1 . 7 5 . 0 5 0  (c) - HB # 3 0 8  P a g e  1, L i n e  15 - 21]

T his p r o v i s i o n  all o w s  only those r e c i p r o c a l s  w h i c h  ar e f o r m e d  by two 

or m o r e  m u n c i p a l i t i e s  to post a bon d  in lieu of o t h e r w i s e  a d m i s s i b l e  

a s s e t s  to c a p i t a l i z e  the r e ci p r o c a l  insurer. F r a n k l y ,  we b e l i e v e  

that pl a c e s  the m u n i c i p a l i t i e s  in the p o s i t i o n  of e s t a b l i s h i n g  an 

i n s u r a n c e  c o m p a n y  w i t h  little or none of the c a p i t a l  r e q u i r e m e n t s  

i m p o s e d  u p o n  any o t h e r  c o m m e r c i a l  i n s u r e r  and is to that d e g r e e  

i n e q u i ta b l e .  On the o t h e r  hand, we r e c o g n i z e  that m u n i c i p a l i t i e s
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h a v e  a c e r t a i n  f i n a n c i a l  c a p a b i l i t y  b e c a u s e  of t h e i r  tax i n g

a u t h o r i t y  w h i c h  o t h e r  c o m m e r c i a l  e m p l o y e r s  do n o t  have, and

th erefore, t h o u g h  we w o u l d  p r e f e r  no t to see the s t a t u t e s  d r a f t e d

w i t h  a u t h o r i t y  to p o s t  a bond in l ieu of cash, w i l l  not o bj e c t  to

the bil l  o n  that g r o u n d  alone.

O n  the o t h e r  h and, there are two a m e n d m e n t s  that n e e d  to be m a d e  to 

this s e c t i o n  in o r d e r  to l imit the a u t h o r i t y  to the s p e cific

c o n c e s s i o n s  i n t e n d e d  by t h e  legislature:

A. A r g u a b ly ,  a r e c i p r o c a l  c o u l d  be f o r m e d  by two or m o r e

m u n i c i p a l i t i e s  and t h e n  insure n o n - m u n i c i p a l i t i e s  as part of 

their b u s i n e s s  o p e r a t i o n s .  Such o u g h t  not to be p e r mi t t e d ,  

thus, I w o u l d  ui'ge the fol l ow i n g  r e c o m m e n d e d  a m e n d m e n t ;  and

B. The b o n d  s h o u l d  b e  p e r m i t t e d  o nly for the i n i t i a l  c a p i t a l  and 

not f o r  an y  of its r e s e r v e s  or surplus.

To mee t  t h e s e  p o in t s ,  I w o u l d  u r g e  the f o l l o w i n g  c h a n g e  in language:

" A  d o m e s t i c  r e c i p r o c a l  i n s u r e r  f o r m e d  u n d e r  this c h a p t e r  by 

and i n s u r i n g  o n l y , two or m o r e  m u n i c i p a l i t i e s  shall (1)

c o m p l y  w i t h  Tal of th i s  s e c t i o n  or p o s t  a b on d  for an 

a m o u n t  e q u a l  to the c a p i t a l  that w o u l d  be r e qu i r e d  of a 

d o m e s t i c  s t o c k  i n s u r e r  w r i t i n g  the same l i n e s  of i n s u r a n c e  

fo r  w h i c h  the r e c i p r o c a l  i n s u r e r  seeks to be au t h o r i z e d,  

an d  (2) m a i n t a i n  a surplus in a d m i t t e d  a s s e t s  of $ 2 5 0 , 0 0 0

o r  a s u r p l u s  s u f f i c i e n t  to o p e r a t e  the r e c i p r o c a l  insur e r

fo r  one year, w h i c h e v e r  is g r e a t e r . "  [E m p h a s i s on l a ng u a g e  

to be a d d e d . ]

E X E M P T I O N  O F  P U B L I C  U T I L I T I E S  F R O M  G U A R A N T E E  A S S O C I A T I O N .

[ S e ction 5 A S 2 1 . 8 0 . 1 8 0  (5) - Pag e  2, L i n e  6 and S e c t i o n  6

A S 2 1 . 8 0 . 180 (6) - P ag e  2, Line 1 A . ]

T h e s e  s e c t i o n s  dea l  w i t h  the G u a r a n t e e  A s s o c i a t i o n ,  w h i c h  is a 

f a c i l i t y  e s t a b l i s h e d  by A l a s k a n  la w  to p r o t e c t  w o r k e r s  w h o s e  

e m p loyei ha s a c q u i r e d  workers' c o m p e n s a t i o n  i n s u r a n c e  f r o m  an 

i n s u r an c e  f a c i l i t y  w h i c h  u l t i m a t e l y  b e c o m e s  insolvent. The 

p r o t e c t i o n  is p r o v i d e d  through the G u a r a n t e e  A s s o c i a t i o n ' s  a b i l i t y  

to ass e s s  all o t h e r  w o r k e r s '  c o m p e n s a t i o n  i n s u r e r s  d o i n g  b u s i n e s s  in 

the State p r o - r a t a  to t h e i r  workers' c o m p e n s a t i o n  i n s u r a n c e  w r i t i n g s  

to p r o v i d e  the f unds n e c e s s a r y  to pa y  the c l a i m s  of the i n solvent 

insurer.

T h e  are two s e c t i o n s  in that law r ef e r r e d  to in the b i l l  define:

A. W h i c h  i n s u r e r s  are p r o t e c t e d  by the I n s o l v e n c y  F u n d  and,

B. W h i c h  i n s u r e r s  m ust c o n t r i b u t e  to the a s s e s s m e n t  in the e vent 

a n o t h e r  i n s u r e r  b e c o m e s  insolvent.
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W e  p o i n t e d  o u t  to the Sen a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  that 

e i t h e r  the m u n i c i p a l  i n s u r e r  m u s t  be i n c l u d e d  b o t h  as a c o n t r i b u t o r  

to the a s s e s s m e n t  and be p r o t e c t e d  by the G u a r a n t e e  A s s o c i a t i o n  or 

e x c l u d e d  f rom b o t h  of those. Th e  L a b o r  and C o m m e r c e  C o m m i t t e e  

ag r e e d  and e l e c t e d  to exc?.ude the m u n i c i p a l i t y  f r o m  b o t h  the 

a s s e s s a b i l i t y  a n d  c o v e r a g e  p r o v i s i o n s  of the G u a r a n t e e  A s s o c i a t i o n .  

W e  s u p p o r t  t h e i r  c h o i c e  in this regard, h o w e v e r ,  in c r e a t i n g  the 

e x c l u s i o n  f r o m  the a p p l i c a t i o n  of the G u a r a n t e e  A s s o c i a t i o n  for 

r e c i p r o c a l s  f o r m e d  by m u n i c i p a l i t i e s  the y  a d d e d  r e c i p r o c a l s  formed 

by p u b l i c  u ti l i t i e s .

W e  a b s o l u t e l y  o p p o s e  the e x c l u s i o n  of a r e c i p r o c a l  for m e d  by any 

c o m m e r c i a l  e n t e r p r i s e  fro m  the o b l i g a t i o n  i m p o s e d  u p o n  any o t h e r  

c o m m e r c i a l  i n s u r e r  d o i n g  b u s i n e s s  in the State. T h e r e  is n o  r e a s o n  

wh y  a b u s i n e s s  w h i c h  is o p e r a t i n g  in this S t a t e  o w n ed  by 

s t o c k h o l d e r s  w h o  h a v e  formed a c o m p a n y  for profit, sh o u l d  be 

e x c l u d e d  from s h a r i n g  in the o b l i g a t i o n s  that all o t h e r  c o r p o r a t i o n s  

formed for p r o f i t  ar e o b l i g a t e d  to suppor t .  A l l  the insu r e d  

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

the G u a r a n t e e  A s s o c i a t i o n  a s s e s s m e n t  b y  v i r t u e  of that cost b e i n g  

loaded int o  t h e i r  premium. It c r e a t e s  a l a c k  of c o m p e t i t i v e  p a r i t y  

w h e n  a r e c i p r o c a l  can b e  formed by a s p e c i a l l y  d e f i n e d  g r o u p  and be 

e x c l u d e d  from h a v i n g  to s hare in that cost.

R E C O M M E N D A T I O N

W e  w o u l d  p r o p o s e  tl.3t the l a n g u a g e  "or p u b l i c  u t i l i t e s "  be s t r i c k e n  

from b o t h  line 6 and line 14 of p a g e  2 of the bill.

A s  a f u r t h e r  m a t t e r  of clarity, on l ine 5 and line 14 the l an g u a g e  

should b e  m o d i f i e d  so that it r e a d s  as follows:

" R e c i p r o c a l  i n s u e r  for m e d  by and i n s u r i n g  o nly m u n i c i p a l i t i e s . "

W e  w o u l d  a p p r e c i a t e  y o u r  f a i o r a b l e  c o n s i d e r a t i o n  of these 

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

RB/krl



A l a s k a  M a fm n a l
I N S U R A N C E  C O M P A N Y
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M a r c h  22, 1 98 3

Th e  H o n o r a b l e  D i c k  E l i a s o n ,  S e n a t o r  

A l a s k a  S t a t e  S e n a t e  

P o u c h  Y

J u n e a u ,  A?i.aska 9 9 8 1 1

A t t n :  S h e i l a  P e t e r s o n ,  L e g i s l a t i v e  A n a ^ l y s t  .

D e a r  D ick:

S h e i l a  w a s  k i n d  e n o u g h  to s e n d  m e  a w o r k i n g  d r a f t  o f  C S S B  66 (L&C) 

w h i c h  is m a r k e d  " S o f o  3 - 1 4 - 8 3 . "  S h o r t l y  a f t e r  r e c e i v i n g  U i s  draft, 

I w a s  c a l l e d  b y  W e s  C o y n e r ,  w h o  i n d i c a t e d  t h a t  t h e r e  w e r e  some

m i s t a k e s  m a d e  in t he  d r a f t i n g ;  and, in fact, n u m e r o u s  p o r t i o n s  of

t hat w o r k i n g  d r a f t  a r e  n o t  i n t e n d e d  to  be i n c l u d e d .  Tee c h a n g e s  

w h i c h  I w a s  g i v e n  a r e  as f o l l o w s :

A. F r o m  l i n e  10 s t r i k e  "AS 2 3 . 3 0 . 0 7 5  ( b ) "

B. F r o m  l i n e  16 s t r i k e  "AS 2 3 . 3 0 . 0 7 5  (b) by the s tate or a

p o l i t i c a l  s u b d i v i s i o n "  a n d  i n s e r t  i n s t e a d  "by a 

m u n i c i p a l i t y "

C. F r o m  p a g e  1, l i n e  28 to p a g e  2, l i n e  2 s t r i k e  all o f  the

d e f i n i t i o n  a n d  i n s t e a d  i n s e r t  " m u n i c i p a l i t y  is d e f i n e d  as 

p r o v i d e d  i n  A S  2 9 . 7 8 , 0 1 0  (8 ) "

D. F r o m  na.'je 2, l i n e  5 s t r i k e  "or p o l i c i t a l  s u b d i v i s i o n  o f  the 

s t a t e ,  p u b l i c  u t i l i t i e s , "  a n d  i n s e r t  in line 5 "a 

m u n i c i p a l i t y  o f "  so that lin e  5 r e a d s "  r e c i p r o c a l  i n s u r e r  

f o r m e d  by a m u n i c i p a l i t y  o f  the s t a t e  ...".

E. S t r i k e  all  o f  S e c t i o n  6.

F. S t r i k e  all o f  S e c t i o n  7.

t
M y  c o m m e n t s  d e a l  w i t h  th e  b i l l  as m o d i f i e d .

B A S I C  TilRUST O F  T H E  B I L L

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

an d  c h a n g e s  the R e c i p r o c a l  L a w  to p e r m i t  two or m or e ,  as o p p o s e d  to

25 or m o r e  p e r s o n s ,  t o  f o r m  a r e c i p r o c a l  i ns u r e r .  T h e s e  b a s i s

p o l i c y  c h a n g e s  a r e  a c c e p t a b l e .
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The b i l l  g o e s  f u r t h e r ,  h o w e v e r ,  and m a k e s  t h r e e  o t h e r  c h a n g e s  w h i c h

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

1. A l l o w i n g  the c a p i t a l  a n d  s u r p l u s  to b e  s a t i s f i e d  w i t h  a b o n d .  

E v e r y  o t h e r  i n s u r i n g  e n t i t y  in the S t a t e  o f  A l a s k a  is r e q u i r e d  

to p o s t  c a s h  o r  o t h e r  a d m i t t e d  a s s e t s  in o r d e r  to do b u s i n e s s  in 

th e  S t a t e .  T h e  r e a s o n ,  o f  c o u r s e ,  is th a t  o n l y  c a s h  a n d

i m m e d i a t e l y  l i q u i d a b l e  a s s e t s  c a n  be m a d e  a v a i l a b l e  to p a y  

c l a i m s  to the e x t e n t  c l a i m s  a n d  e x p e n s e  e x c e e d  p r e m i u m s .  To

p e r m i t  t h e  r e q u i r e m e n t  to be m e t  w i t h  a b on d ,  is to w o r k  a n

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

p r e m i u m s  a r e  n o t  a d e q u a t e  to m e e t  e x p e n s e s  f o r  o p e r a t i o n s  an d

claims,

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

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

c a r r i e r  w r i t i n g  w o r k e r s '  c o m p e n s a t i o n  o n l y  i n  t h e  S t a t e  o f

A l a s k a ,  m u s t  h a v e  $ 2 5 0 , 0 0 0  m o r e  in a s s e t s  t h a n  is reqi ired o f  

th e  m u n i c i p a l  r e c i p r o c a l .  To c o m p o u n d  the p r o b l e m ,  b y  a l l o w i n g  

this m i n i m a l  c a p i t a l  a n d  s u r p l u s  to b e  put u p  in the f o r m  o f  a 

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

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

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

W o r k e r s '  C o m p e n s a t i o n  Act.

2. S e c t i o n  5 a t t e m p t s  to e x e m p t  a m u n i c i p a l  r e c i p r o c a l  f rom its

o b l i g a t i o n s  to p a y  a n  a s s e s s m e n t  to fund a n  i n s o l v e n c y  by an 

i n s u r a n c e  c a r r i e r  f o r m e d  u n d e r  e x i s t i n g  laws. T h e r e  i n v  be s o m e  

a r g u m e n t  to be m a d e  fo r  e x c l u d i n g  t h e m  f r o m  the o b l i g a t i o n  to

p a y  a s s e s s m e n t s  o f  t h e  G u a r a n t e e  A s s o c i a t i o n ,  b u t  o n l y  if the 

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

m u n i c i p a l  r e c i p r o c a l  i re n o t  c o v e r e d  by  th e  G u a r a n t e e  

A s s o c i a t i o n ,  is a l s o  i n c l u d e d .

N o t e  t h a t  y o u r  v >rk d r i  e x c l u d e s  the r e c i p r o c a l  f r o m  A S  

S e c t i o n  2 1 . 8 0 . 1 8 0  (6) (A), o M u s t  P a y  a n  A s s e s s m e n t  for an

I n s o l v e n c y )  b u t  d o e s  n o t  e x c l u d e  t h e m  f r o m  A S  2 1 . 8 0 . 1 8 0  (5) (A) 

( W h o ' s  I n s o l v e n c y  M u s t  Be P r o t e c t e d  By T h e  G u a r a n t e e

A s s o c i a t i o n . )  It is m y  p o s i t i o n  t hat t he  m u n i c i p a l  r e c i p r o c a l  

m u s t  b e  i n c l u d e d  as p a r t  o f  the G u a r a n t e e  A s s o c i a t i o n  b o t h  as to 

a s s e s s a b i l i t y  a n d  c o v e r a g e ,  o r  e x c l u d e d  f r o m  the G u a r a n t e e  

A s s o c i a t i o n  b o t h  as to a s s e s s a b i l i t y  a n d  c o v e r a g e .  B e c a u s e  o f  

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

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

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

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

t h e m  n o t  i n c l u d e d  in the G u a r a n t e e  A s s o c i a t i o n  a n d  e x e m p t  t h e m  

f r o m  a s s e s s m e n t .

3. For s e m e  r e a s o n  al l  r e c i p r o c a l s  a r e  e x e m p t e d  f r o m  a s s e s s m e n t  to

fund t h e  a s s i g n e d  r i s k  p o o l.  I b e l i e v e  t h a t  d r a f t i n g  S e c t i o n  1

to e x c l u d e  a l l  r e c i p r o c a l s  w a s a n  i n a d v e r t a n t  e r r o r  o n  the par t  

o f  t h e  d r a f t e r s  s i n c e  t h e r e  a r e  c o m m e r c i a l  w o r k e r s '  c o m p e n s a t i o n
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r e c i p r o c a l s  in t h i s  S t a t e  that c e r t a i n l y  s h o u l d  n o t  b e  e x e m p t e d  f r o m  

the a s s i g n e d  r i s k  p ool. The m o r e  p e r t i n e n t  i s s u e  is s h o u l d  the 

m u n i c i p a l  r e c i p r o c a l  be e x e m p t e d  from  p a y i n g  a s s e s s m e n t s  f o r  the 

a s s i g n e d  r i s k  p o o l .  On thi s  point, I r e s t a t e  a p o r t i o n  o f  m y

J a n u a r y  21, 1983, l e t t e r  to R e p r e s e n t a t i v e  R i c k  U e h l i n g  o n  a s i m i l a r  

s u b j e c t .  -<•

I T  IS I M P O R T A N T  T O  M A I N T A I N  A  P R E M I U M  B A S I S  

N E C E S S A R Y  T O  P R O V I D E  S U P P O R T  F O R  S Y S T E M  O B L I G A T I O N S

T h e r e  a r e  s e v e r a l  c o m p o n e n t s  to the c o m p l e t e  w o r k e r s '  c o m p e n s a t i o n  

s y s t e m  w h i c h  a r e  f u n d e d  by' a s s e s s m e n t  o f  i n s u r a n c e  c o m p a n i e s , ,  and 

t h o s e  a s s e s s m e n t s  a r e  a f u n c t i o n  o f  the p r e m i u m s  w r i t t e n .  It wa s  

r e c o g n i z e d  t h a t  s i n c e  all e m p l o y e r s  w e r e  r e q u i r e d  t o  p u r c h a s e  

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

w r i t i n g s  o f  w o r k e r s *  c o m p e n s a t i o n  i n s u r a n c e  w a s  a n  e q u i t a b l e  a n d  

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

c o m p e n s a t i o n  s y s t e m .  If s i g n i f i c a n t  s h a r e s  o f  p r e m i u m  w e r e  allov/ed 

to " e s c a p e "  the s y s t e m  b e c a u s e  i n s u r a n c e  p o o l s  w e r e  a l l o w e d  to e x i s t  

u n d e r  the s h a m  n a m e  o f  " g r o u p  s e l f - i n s u r a n c e " ,  t h e n  t h e  s s e ss m e n t  

b a s e  w o u l d  b e  r e d u c e d  p l a c i n g  a l a r g e r  b u r d e n  o n  t h o s e  '.mployers 

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

r e l i e v i n g  o t h e r  e m p l o y e r s  o f  t h e i r  o b l i g a t i o n  to p a y  t h e i r  fair 

s h a r e  of t h e s e  c o l l a t e r a l  p r o g r a m  co s t s .

It is, o f  c o u r s e ,  t r u e  that a t r u l y  s e l f - i n s u r e d  e m p l o y e r  d oes 

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

a t e n d e n c y  to r e q u i r e  the t r u l y  s e l f - i n s u r e d  e m p l o y e r  to be 

s u b j e c t e d  to a s s e s s m e n t  to the s a m e  e x t e n t  t h e y  w o u l d  b e  h a d  the y 

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

c u r r e n t  S t a t e  o f  A l a s k a  la w  w i t h  r e s p e c t  to t r u e  s e l f - i n s u r e d  

e m p l o y e r s ,  the p r o b l e m  s h o u l d  n o t  be e x a c e r b a t e d  b y  a l l o w i n g  the 

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

p r e m i u m  to b e  r e m o v e d  f r o m  the p r e m i u m  b ase.

Som e o f  t h e s e  c o l l a t e r a l  p r o g r a m s  are:

A s s i g n e d  R i s k  Pool

S i n c e  i n s u r a n c e  is r e q u i r e d  to be c a r r i e d  by a l l  e m p l o y e r s ,  bu t  

i n s u r a n c e  c o m p a n i e s  a r e  not l e g a l l y  o b l i g a t e d  to p r o v i d e  i n s u r a n c e  

to a p a r t i c u l a r  e m p l o y e r ,  it w a s  n e c e s s a r y  to c r e a t e  a m e c h a n i s m  for 

p o o r  r i s k s ,  or  r i s k s  that u n d e r w r i t e r s  c h o s e  n o t  to w r i t e  

v o l u n t a r i l y ,  to o b t a i n  t h e i r  w o r k e r s '  c o m p e n s a t i o n  i n s u r a n c e .  In 

A l a s k a  an a s s i g n e d  r i s k  pool h a s  b e e n  e s t a b l i s h e d ,  a n d  a n y  e m p l o y e r  

w h o  c a n n o t  o b t a i n  t h e i r  i n s u r a n c e  t h r o u g h  n e g o t i a t i o n  with' a n  

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

pool at s t a n d a r d  r a t e s . Th e  n e t  cos t  o f  o p e r a t i n g  t h e  a s s i g n e d  r i s k  

porl, that  is, th e  a m o u n t  bv w h i c h  l o s s e s  f r o m  p o o l  r i s k s  e x c e e d  

p r e m i u m  f r o m  p o o l  r i s k s ,  is p a i d  b y  a s s e s s m e n t  o f  a l l  o t h e r  

i n s u r a n c e  c o m p a n i e s  p r o - r a t a  to t h e i r  w r i t i n g s  o f  w o r k e r s '  

c o m p e n s a t i o n  i n s u r a n c e .  In sho r t ,  the c o s t  o f  u n d e r w r i t i n g  p ool 

r i s k s  is b o r n e  by t h e  w o r k e r s '  c o m p e n s a t i o n  s y s t e m .
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I v e r y  m u c h  a p p r e c i a t e  y o u r  a l l o w i n g  m e  a n  o p p o r t u n i t y  to c o m m e n t  on 

y o u r  w o r k  d r a f t  an d  h o p e  tha t  m y  c o m m e n t s  a r e  a v a l u e  to you.

Y o u r s  c o r d i a l l y ,

R i c h a r d  L. B l o c k  

P r e s i d e n t

R B / k r l



DEPARTMENT OF COMMERCE A 
ECONOMIC DEVELOPMENT

DIVISION OF INSURANCE

March 23, 1983

PO U C H D
JUNEA U. A LA S K A  99811  
PHONE: 465-2515

BILL SHEFFIELD, GOVERNOR

Honorable Richard I. Eliason 

Chairman
Committee on Labor and Commerce 

Alaska State Senate 

Pouch V
Juneau, Alaska 99811 

Dear Senator Eliason:

RE: Positioi- Paper SB 66

The Administration has carefully reviewed the ramifications of SB 66 and 
concludes that the public would best be served by a committee substitute 

that deletes the content of the current bill and replaces it w*th the 
enclosed changes which are similar to those forwarded to you on March 1, 

1983.

SB 66 would allow two or more municipalities to pool their workers' 
compensation liabilities in a self-insured pool. The terms "self- 
insured pool" and "group self-insured" are anomalous terms. Self- 

insurance for two or more entities is insurance. The insurance code 
would normally apply to such situations. The bill as written, however, 

does not treat the combination of municipalities as an insurer. It 
would be more consistent with the general approach of the insurance code 
to treat this combination of municipalities the same as other combina­

tions of other entities.

We recommend that SB 66 be replaced with a CS that would continue the 

regulation of insurers (group self-insurers) in the insurance code and 

apply the requirements for formation of an insurer to a group of muni­
cipalities. The requirements that would apply to municipalities, as 

well as public utilities, can be reasonably eased in view of the nature . 

of those entities. The recommended easing would incorporate four changes. 

These are:

1. Reduction of the financial requirements for municipalities by 
permitting the use of a bond in lieu of cash surplus and by 

reducing the amount of operational surplus necessary;
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2. Removal of any assigned risk liabilities that might otherwise 
accrue to an insurer formed by a group of municipalities or 

public utilities;

3. Reduction of the number of entities required to form a re­
ciprocal insurer; and,

4. Removal of any liabilities in the Alaska Guaranty Association 
for insolvencies of other insurers if the insurer formed by a 

group of municipalities or public utilities is an assessable 

reciprocal insurer.

We believe that this is a reasonable stance which provides adequate 

public protection for claimants and policyholders.

(X
truly yours,

Richard A. Lyon 
Commissioner

RAL/cw#2113

Enclosure

cc: Art Peterson
• Department of Law
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A s s i g n e d  R i s k  P o o l

S i n c e  i n s u r a n c e  is r e q u i r e d  t o  b e  c a r r i e d  b y  a l l  e m p l o y e r s ,  b u t  

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

to a p a r t i c u l a r  e m p l o y e r , - i t  w a s  n e c e s s a r y  t o  c r e a t e  a m e c h a n i s m  f or  

p o o r  r i s k s ,  o r  r i s k s  t h a t  u n d e r w r i t e r s  c h o s e  n o t  to w r i t e  

v o l u n t a r i l y ,  to o b t a i n  t h e i r  w o r k e r s '  c o m p e n s a t i o n  i n s u r a n c e .  In 

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

w h o  c a n n o t  o b t a i n  t h e i r  i n s u r a n c e  t h r o u g h  n e g o t i a t i o n  w i t h  a n  

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

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

pool, t h a t  is, t h e  a m o u n t  by w h i c h  l o s s e s  f r o m  p o o l  J i s k s  e x c e e d  

p r e m i u m  f r o m  p o o l  r i s k s ,  is p a i d  b y _ a s s e s s m e n t  o f  al l o t h e r  

i n s u r a n c e  c o m p a n i e s  p r o - r a t a  to t h e i r  w r i t i n g s  o  ̂ u o r  ers 

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

r i s k s  is b o r n e  by t h e  w o r k e r s '  c o m p e n s a t i o n  s y s t e m .
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N o c e  t h a t  y o u r  w o r k  d r a f t  e x c l u d e s  th e  r e c i p r o c a l  f r o m  AS

S e c t i o n  2 1 . 8 0 . 1 8 0  (6) (A), (Wh o  M o t t  P a y  a n  ^ “ s" e n t  foC 
I n s o l v e n c y )  b u t  d o e s  n o t  e x c l u d e  t h e m  f r o m  A S  2 1 . 8 0 . 1 8 0  (.5) ( A )

‘ (W h o ' s  I n s o l v e n c y  M u s t  Be P r o t e c t e d  By _ T h e  g r a n t e e

0  ~  U  A s s o c i a t i o n . )  It is m y  p o s i t i o n  t h a t  t h e  m u n i c i p a l  r e c i p r o c a l

O  2  ^  V -  m u s t  b e  i n c l u d e d  as p a r t  o f  the G u a r a n t e e  A s s o c i a t i o n  b o t h  as to

—  O  O  C  a s s e s s a b i l i t y  a n d  c o v e r a g e ,  o r  e x c l u d e d  - f r o m  t h e  G u a r a n t e e

C f l X  5  2  A s s o c i a t i o n  b o t h  as to a s s e s s a b i l i t y  a n d  c o v e r a 8J* °do
O  tP  t h e  h i g h l y  p o l i t i c a l  n a t u r e  o f  s u c h  a p r o g r a m  a n d  .because I

^  C  £  n o t  b e l i e v e  t h a t  the m i n i m u m  c r i t e r i a  fo r  f o r m i n g  a m u n i c i p a lJ  ( J  r Q  r e c i p r o c a l  p r o v i d e s  a d e q u a t e  p r o t e c t i o n  f o r  t h e  J°"8
_ J d  . M  O  a n d  s t a b i l i t y  o f  s u c h  a n  o r g a n i z a t i o n ,  I w o u l d  e l e c  , to  h

/ Q  t h e m  n o t  i n c l u d e d  i n  t h e  G u a r a n t e e  A s s o c i a t i o n  a n d  e x e m p t

f r o m  a s s e s s m e n t .
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1983

House Labor and Commerce C o m m i tt ee  
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Co mmittee  Members;

The purpose of this letter is to explain  our support lor 
HB 308 and provide you with ba ck g ro u nd  information regarding 
the insurance program our a s s oc i at i on  provides its members.

In 1979, jhe Alaska Rural Elect ri c Coop e ra t iv e A ss oc iation 
applied to the Workers' C o m p e n s a t i o n  Board for a sel f-i ns ur ance 
ce rt if icate for our member utilities. The c e rtifica te  was 
issued effective Janua ry  1, 1980, and was renewed for a year 
ef fe ct iv e January 1, 1981. Our pr og ra m has been completely 
successful in meetin g its oblig a t io ns  to the employees of its 
participants and in saving the partic ipants subst antial sums 
of money in insurance costs. Other associations, including 
the Municipal League, expressed interest in adopting group 
se lf-ins ur an ce programs mo d el ed  after ours.

At the beginning of 1982, our c er t i f i c a t e  was renewed for 
only a few months, and we were told that the Board was 
"revie wing the si tu ation." In February 1982, Ms. Jacqu el in e 
M cClintock of the Department of Labor requested an Attorney 
Ge neral's opinion re ga rd in g the legal status of group self- 
insurance programs in Alaska. In April, the Attorney  General's 
opinion declared that since group self- in s u ra n ce  is not 
sp ecific al ly  menti oned in the A l as ka  statutes and it is in 
some other jurisdictions, it can be interpreted that group 
se lf -i ns urance  is not aut horized in this state.

Based on this opinion from the At t or ne y  General, the Workers' 
C om p ensatio n Board terminated our ce rt ificat e effective 
September 30, 1982. We appealed this action to the Superior 
Court, and we were successful in obtaini ng  a stay of the 
Board action pending appeal. At the present time we are self- 
insured as a g r o u p  by order of the Superior Court.

DEMOCRACY IN ACTION



House Labor and Commerce C om mi t te e  
April 15, 1983 
Page Two

In principle, what our p r o g ra m does, is to buy a g r ou p  i n s u r­
ance policy with a large deductible, and the deductible 
amount is shared w it hi n  the group. Our retained risk on 
wor ke r' s com p en s at i on  claims is $20 0,000 per occurrence.
A bove that level, we are insured by an excess insurance 
company. Corroon  & Bl a ck / D a w s o n  & Company is our broker and 
has be en  since the b eg i nn in g of our program. Each year they 
c al cu late what the comme r ci a l insurance prem i um  would be for 
each of our members, including the individual experi en ce  m o d i­
fication for each member. Our Board of Directors then d e t e r­
mines  what discount, if any, will be allowed to the p a r t i c­
ipants for that year. Discounts in our progr am  have been: 
1980-0, 1981-10%, 1982-15%, 1983-15%.

We have an active safety pro gr a m for our members which is 
paid for as a coat of our se lf -insura nc e program. Claims are 
administered on a pr ofessio na l basis for us by Scott W etzel  
Services. After paying expenses and claims (including reserves 
for claims not yet paid), we have finished each year with a 
su bs tantial surplus which is held in trust for our members.
This money is retained in the program for a few years in 
order to make sure we have an adequate reserve on hand, but 
these savings will be paid back to our members. The ultimate 
b e n e fi c ia r ie s of our prog ra m  are the electric consumers.

We must have a legislative resolution of our uncertain status 
this year. We began this session by seeking leg islation to 
specific al ly  au thorize g r o u p  self-insurance. This proposal 
was v i go r ou s ly  opposed by portions of the insurance industry.
The Senate Labor and Commerc e Co mm it tee fashioned a compromis e
which was later introduced as HB 308.

Th e c o m p r o m i s e  b a s i c a l l y  p ro vi de s:

(1) We will give up our status as a self-insured gr o up  and 
become a reciprocal iosurer. This will require us to 
e st a bl is h and m a i nt a in  reserves of $1,125,000 and place 
us under regul at ion of the Division of Insurance.

(2) The reciprocal insurer statutes would be amended to make 
it possible for us to qu al ify as a reciprocal, and
reciprocals would be relieved of inappropriate cost
factors to which they are now subjected.

Section 1 exempts re ciprocals from participating in the assigned 
risk pool.. By its very nature a reciprocal is a mutual e n t e r­
prise which only serves its members. It is inappropriate 
that reciprocals should be forced to help provide insurance to 
the high risk busi ne s s es  in other industries.



House Labor and Commer ce  C o m m i t t e e  
A pr il  15, 1983 
Page  Three

Sections 2 and 4 deal only with r e ciproca ls  est ab li shed by 
m unicip al it ies, so I will make no co mment on them.

S ection 3 reduces the number of pa r ti c i p a n t s  required to 
estab lish a recip r oc a l from 25 ,o 2. This is e sp ecially  
important to us beca u se  there are only 14 ele ct ri c c o o p e r a­
tives in Alaska.

Sections 5 and 6 exempt a ss e ss ab l e re ci p ro c al s or ga ni ze d by 
m u ni c i p a l i t i e s  or pu bl ic  utilities from pa r ti c i p a t i o n  in the 
insurance compan y g u a r a n t e e  fund. The pu rp ose of the fund is 
to protect policy holders  agains t loss in case of financial 
failure by an ins urance company. The financial r es po n si b il i ty  
of an assessa bl e recip ro c al  is g u ar a n t e e d  by its participants.

The fund could only b e  called upon to pay the claims for such 
a reciprocal in the event of b a n k r u p t c y  of all of its 
particip ants. Section 5 ex em pt s these re ci procals from the 
ben efits"  of the fund, and Se ct io n 6 exempts them from the 

costs of the fund.

We  think this is a reaso na bl e compromise, and we give it our 
full support. Please give this bill a "do pass" re c om me n da t io n  
and help g^' it enacted.

The  only change we reco mmend is the c o rr e ct i on  of a printing 
error on page 2, line 15. Only the co mma should be underlined, 
not the word Alaska.

S i n c e r e l y ,

D a vi d H u t c h e n s  
E x e c u t i v e  Di re c t o r
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I n t r o d u c e d :  3 / 3 0 / 8 3
R e f e r r e d :  L a b o r  & C o m m e r c e

B Y  T H E  L A B O R  A N D
1 I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

2 H O U S E  B I L L  NO. 308

3 IN 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

4 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

5 A  B I L L

6 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  to i n s u r a n c e . "

7 B E  IT 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 :

8 * S e c t i o n  1. AS 2 1 . 3 9 . 1 5 5 ( a )  is a m e n d e d  to read:

9 (a) T h e  d i r e c t o r  m a y  r e q u i r e  c a r r i e r s ,  e x c e p t  a r e c i p r o c a l
</! G,/Pe>L*/>

10 i n s u r e r  f o r m e d  u n d e r  A S  21.75, as a c o n d i t i o n  of w r i t i n g  a lin e  of

11 i n s u r a n c e  d e a l i n g  w i t h  w o r k e r s '  c o m p e n s a t i o n ,  to p a r t i c i p a t e  i n  a n

12 a s s i g n e d  r i s k  p o o l  if t h e  d i r e c t o r  finds tha t  m a n d a t o r y  c a r r i e r  par-

13 t i c i p a t i o n  is in the p u b l i c  i n t e r e s t .

14 * Sec. 2. A S  2 1 . 7 5 . 0 5 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i jn to read:

15 (c) A  d o m e s t i c  r e c i p r o c a l  i n s u r e r  f o r m e d  u n d e r  t his c h a p t e r  b y

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

17 or pos t  a b o n d  fo r  an a m o u n t  e q u a l  to th e  c a p i t a l  t hat w o u l d  be re-

18 q u i r e d  of a d o m e s t i c  s t o c k  i n s u r e r  w r i t i n g  the s a m e  l ines of i n s u r a n c e

19 fo r  w h i c h  t h e r e c i p r o c a l  i n s u r e r  s ee k s  to be a u t h o r i z e d ,  a n d  (2)

20 m a i n t a i n  a s u r p l u s  of $ 2 5 0 , 0 0 0  o r  a s u r p l u s  s u f f i c i e n t  to o p e r a t e  t h e

21 r e c i p r o c a l  i n s u r e r  for one ye a r ,  w h i c h e v e r  is g r e a t e r .

22 * Sec. 3. A S  2 1 . 7 5 . 0 6 0 ( a )  is a m e n d e d  to read:

23 (a) T w o  [ T W E N T Y - F I V E ]  o r  m o r e  p e r s o n s  d o m i c i l e d  in t his s t a t e

24 m a y  o r g a n i z e  a d o m e s t i c  r e c i p r o c a l  i n s u r e r  a n d  m a k e  a p p l i c a t i o n  to the

25 d i r e c t o r  f o r  a c e r t i f i c a t e  o f  a u t h o r i t y  to t r a n s a c t  i n su r a n c e .

26 * Sec. 4. A S  2 1 . 7 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

27 Sec. 2 1 .7 5 . 3 4 0 .  D E F I N I T I O N S .  I n  t his c h a p t e r  " m u n i c i p a l i t y "

?3 m e a n s  a p o l i t i c a l  s u b d i v i s i o n  i n c o r p o r a t e d  u n d e r  the laws of t h e  s t a t e

29 that is a h o m e  rule o r  g e n e r a l  l a w  city, a h o m e  r u l e  o r  g e n e r a l  la w
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b o r o u g h ,  o r  a u n i f i e d  m u n i c i p a l i t y .

* Sec. 5. A S  2 1 . 8 0 . 1 8 0 ( 5 )  is a m e n d e d  to read:

(5) " i n s o l v e n t  i n s u r e r "  m e a n s  an  i n s u r e r

(A) a u t h o r i z e d  to t r a n s a c t  i n s u r a n c e  in thi s  state,

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

•o r -iwh -l-irg— the  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ^  

a n d  the H e a l t h  C a r e  P r o v i d e r s  J o i n t  U n d e r w r i t i n g  A s s o c i a t i o n  

e s t a b l i s h e d  u n d e r  A S  2 1 . 8 8 . 0 1 0  - 2 1 . 8 8 . 9 00 ,  e i t h e r  at the t ime 

the p o l i c y  w a s  i s s u e d  o r  w h e n  the i n s u r e d  e v e n t  o c c u r r e d ,  and

* Sec. 6. A S  2 1 . 8 0 . 1 8 0 ( 6 )  is a m e n d e d  to read:

(6) " m e m b e r  i n s u r e r "  m e a n s  a person, e x c e p t  an a s s e s s a b l e  

r e c i p r o c a l  i n s u r e r  form e d  by m u n i c i p a l i t i e s  or p u b l i c  u t i l i t i e s ,  the 

M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ,  and the H e a l t h  Care P r o v i d e r s  

J o i n t  U n d e r w r i t i n g  A s s o c i a t i o n  e s t a b l i s h e d  u n d e r  AS 2 1 . 8 3 . 0 1 0  - 21.-

88.900, who

(B) d e t e r m i n e d  to be  i n s o l v e n t  b y  a c ourt of c o m p e t e n t

j u r i s d i c t i o n ;

(A) w r i t e s  any k i n d  o f  i n s u r a n c e to w h i c h  A S  21,. 80.- 

> 0 1 0  - 2 1 . 8 0 . 1 9 0  a p p l y  u n d e r  A S  2 1 .80.020 i n c l u d i n g  the e x c h a n g e  

^ o f  r e c i p r o c a l  o r  i n t e r - i n s u r a n c e  c o n t r a c t s ,  a n d

(B) is l i c e n s e d  to t r a n s a c t  i n s u r a n c e  in this state;

HB 308 - 2 -



H o n o r a b l e  W a l t  Furna ce , C h a i r m a n  
L a b o r  and  C o m me r ce  C o m m i t t e e  
Ho use of R e p r e s e n t a t i v e s  
P ou ch  V
Juneau, Alaska, 99811

Re: H o u s e  Bill 308

D e a r  R e p r e s e n t a t i v e  Furnace,

It has come to m y  att-ention that there .is some 
m i s u n d e r s t a n d i n g  c o n c e r n i n g  h o w  the w o r k e r s ' c o m p e n s a t i o n  
a s s i gn e d risk pool o p er a t e s  in this State, and 
p ar ti cu la r ly ,  h o w  '“he o p e r a t i o n  di ff e r s fr o m  the o p e r a t i o n  
of the a u to m o b i l e  a s s i g n e d  ri s k plan.

The a ut o mo b il e a s s i g n e d  risk pl an  operat es  as a m e c h a n i s m  
for a s s i g n i n g  , in rotation, to all ca r ri e rs  w r i t i n g  
au to m o b i l e  insurance, those risks w h i c h  cann ot o b t a i n  auto 
insurance  in the v o l u n t a r y  market. The c a r r i e r  that 
r ec e i v e s  the a s s i g n m e n t  charges and keeps the p r e m i u m  due 
in respe ct  of that p o l i c y  and pays the claims a r i s i n g  out of 
that policy. The carr i er  to w h i c h  that ri s k is a s s i g n e d  
lives w i t h  the fo r tu ne s  of the p a r t i c u l a r  risks  a s s i g n e d  to 
it.

On the other hand, the workers' c o m p e n s a t i o n  a s s i g n e d  ris k 
pool opera te s as a sep a ra t e i n s u r in g  f a c i l it y  that takes the 
p r e m i u m  from all r is ks u s i n g  the fac il i ty  and pays all 
claims ari s in g  out of those risks. The f a c i l i t y  is o p e r a t e d  
by the National C o u n c i l  on C o m p e n s a t i o n  Insur ance, an 
insurance i n d u s t r y  f u nd ed  and m a n a g e d  r a t i n g  and s t a t i s t i c a l  
bureau. T he day to day h a n d l i n g  of the a d m i n i s t r a t i v e  
functions-, such a s ' p o l i c y  issuance, c l a i m  h a n d l i n g ,  audit, 
collection, etc. is h a n d l e d  b y  some of the c a r r ie r s in this 
state on a c on tract basis. The carrie rs  d o i n g  that w o r k  
have solicited the ri g ht  to p r o v i d e  that s e rv i ce  at a fee.
No carrier is o b l i g a t e d  to se rv ice work er s' c o m p e n s a t i o n  
a s s ig ne d  risk policies.

At the end of the year, the net di f fe r e n c e  b'.tween cl ai ms  
and expense on the one ha nd  and p r e m i u m s  on. the other, pai d 
and re c e iv e d by the po o l are charge d or p a i d  p r o - r a t a  to all 
insurers w r i t i n g  worker s'  c o m p e n s a t i o n  in the State.

It can thus be seen that a r e c i p r o c a l  in su r er  s e e k i n g  to 
prov i de  its a d m i n i s t r a t i v e  fa c il i ti e s only to its m e m b e r s ,  
is not, by v i r tu e  of p a r t i c i p a t i n g  in the work er s' 
c om p ensatio n a s s i g ne d risk poo l o b l i g a t e d  to do m o r e  than 
pay its p ro-ra ta  share of the net  re sul ts in the pool.

It remains our firm p o s i t i o n  that the r e c i p r o c a l  i n s u r e r s  
w r i t i n g  workers' c o m p e n s a t i o n  s h ou ld  share in the n e t  cost



of the pool in the same w a y  as do all other ca rr i er s  doing 
b u s i n e s s  in this state.

T h a n k  y ou  f o r  the o p p o r t u n i t y  to clar if y  this point.
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L E R O Y  J  B A R K E R  
L . G . B E R R Y  

C A R L  W. W IN N E R  
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C A B L E :  R O M E A  
" E L E X :  0 9 0 * 2 6 *4 c^

T h e  H o n o r a b l e  W a l t e r  F u r n a c e  
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D e a r  R e p r e s e n t a t i v e  F u r na ce :

Th is  l e t t e r  is s u b m i t t e d  on beh al f of the A m e r i c a n  
I n s u r a n c e  A s s o c i a t i o n .

T h e  b a s i c  j u s t i f i c a t i o n  f o r  r e g u l a t i o n  of th e 
i n s u r a n c e  i n d u s t r y  is to p r o t e c t  b u y e r s  of i n s u r a n c e  and 
i n j u r e d  p a r t i e s  a g a i n s t  the i n s o l v e n c y  or i n c o m p e t e n c y  of 
i n s u r e r s ,  and to a s s u r e  t ha t b e n e f i t s  will  be  t h er e w h e n  
t h e y  a r e  n e e d e d .  T h u s ,  c a p i t a l i z a t i o n  r e q u i r e m e n t s ,  
g u a r a n t y  a s s o c i a t i o n s  and  the li ke  are p r o v i d e d  as m e a n s  of 
p r o t e c t i n g  t h o s e  w h o  r e l y  on the insu ran ce , and a s s i g n e d  
r i s k  p o o l s  ar e  s et  up  to be s u r e  that the i n s u r a n c e  is 
a v a i l a b l e  to al l w h o  ne ed  it.

The c o s t s  of t h e s e  p r o t e c t i v e  m e a s u r e s  are u l t i­
m a t e l y  b or ne  by the i n s u r a n c e - b u y i n g  pu b l i c ,  as they  are 
p a s s e d  along by i n s u r e r s  as c o s t s  of d oi ng b u s i n e s s .

W h e n  it is s u g g e s t e d  that these s a f e t y  m e a s u r e s  
s h o u l d  not a p p l y  to c e r t a i n  i n s u r e r s ,  we ha ve  to ask, f irs t 
w h e t h e r  the i n s u r e d s  and c l a i m a n t s  d i r e c t l y  i n v o l v e d  are 
a d e q u a t e l y  p r o t e c t e d ;  an d  se c o n d ,  w h e t h e r  the b i l l  is fair 
to the o t h e r  c o m p a n i e s ,  and t h e i r  c us t o m e r s ,  w h o  p a y  for the 
g u a r a n t y  a s s o c i a t i o n ,  a s s i g n e d  ri s k pool, etc.

The a s s i g n e d  r is k p o o l  for w o r k e r s ’ c o m p e n s a t i o n  
d o e s  not r e q u i r e  that p a r t i c i p a t i n g  in su r e r s  take on i n d i­
vi d u a l  i n s u r e d s  as t h e i r  o w n  i n s u r e d s .  T h e r e  is a s e r v i c i n g  
c a r r i e r  for the pool, and the r e s i d u a l  cost of the p oo l (the 
a m o u n t  not p i c k e d  up in p r e m i u m  c h a r ge s)  is a s s e s s e d  to the
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o t h e r  in sur er s. I a m  n o t  s u r e  w h a t ,  if any, a s s e s s m e n t s  
h a v e  b e e n  m a d e  in r e c e n t  y e a r s ?  the d i r e c t o r  of i n s u r a n c e  
w o u l d  know. G i v e n  t h a t  r e c i p r o c a l s  are no t a s k e d  to take 
a s s i g n e d  ri s k i n s u r e d s  as m e m b e r s ,  o r eve n to s e r v i c e  them, 
we m u s t  ask w h a t  s o c i a l  p o l i c y  is b e i n g  s e r v e d  by e x e m p t i n g  
o n e  f o r m  of i n s u r e r  f r o m  th e c o n t i n g e n t  l i a b i l i t y  of the 
p o o l ' s  ex p en se .

Th e b i l l  a l s o  e x e m p t s  s o m e  r e c i p r o c a l s ,  t h o s e  w h o  
i s s u e  a s s e s s a b l e  p o l i c i e s ,  f r o m  the G u a r a n t y  A s s o c i a t i o n ,  
( S e c t i o n s  5 and 6). T o  the e x t e n t  th at  f i n a n c i a l  r e q u i r e­
m e n t s  are  l e s s e n e d  (as in S e c t i o n  2 of the b i ll , r e l a t i n g  to 
m u n i c i p a l  r e c i p r o c a l s ) ,  t h e y  s h o u l d  p r o b a b l y  n o t  be i n c l u d e d  
in th e G u a r a n t y  A s s o c i a t i o n ,  s i n c e  that w o u l d  u n f a i r l y  
b u r d e n  o t h e r  m e m b e r s  w h o  h a v e  h ad  to g u a r d  a g a i n s t  i n s o l­
v e n c y  by m e e t i n g  m o r e  s t r i n g e n t  c a p i t a l i z a t i o n  s t a n d a r d s .  
I r o n i c a l l y ,  by r e c o g n i z i n g  t h a t  a s s e s s a b l e  r e c i p r o c a l s  are 
s o m e w h a t  b e t t e r  a b l e  to s t a n d  on t h e i r  own t h a n  n o n - a s s e s s -  
a b l e  r e c i p r o c a l s ,  the b i l l  p u t s  o n l y  t hos e w h o  ar e m o r e  
l i k e l y  to ha v e s o l v e n c y  p r o b l e m s  on the ba cks  o f  the s o l v e n t  
i n s u r e r s .  P e r p h a p s  a s e p a r a t e  s o l v e n c y  m e c h a n i s m  for s e l f­
i n s u r e d s  and a n y  o t h e r s ,  li ke  the  p r o p o s e d  m u n i c i p a l  r e c i p­
r o c a l s ,  w h o  h a v e  l e s s e r  f i n a n c i a l  s t a n d a r d s  s h o u l d  be 
c o n s i d e r e d .

It m a y  be th a t the s p e c i a l  r e l a t i o n s h i p  of the 
L e g i s l a t u r e  t o  t h e  m u n i c i p a l i t i e s ,  a n d  t h e i r  u l t i m a t e  
g u a r a n t e e s  of s o l v e n c y  by t a x a t i o n  or state a p p r o p r i a t i o n ,  
m a k e s  it p o s s i b l e  to a l l o w  s o m e w h a t  l o w e r  f i n a n c i a l  r e q u i r e­
m e n t s  for m u n i c i p a l  r e c i p r o c a l s ,  as is do n e in th is  bill. 
W e  d o  not b e l i e v e  it is fa i r fo r t h e m  to be e x e m p t e d  as w e l l  
f r o m  c a r r y i n g  t h e  o t h e r  n o r m a l  b u r d e n s  of i n s u r a n c e  in this 
st a te , h o w e v e r ,  w h e r e  the r e s u l t  w o u l d  be to i n c r e a s e  the
b u r d e n  on ot her i n s u r e d s .  W e  a l s o  s u g g e s t  that, w h a t e v e r
a r g u m e n t s  e x i s t  to c r e a t e  s p e c i a l  e x c e p t i o n s  f o r  m u n i c i p a l i­
t i e s ,  t h e y  d o  n o t  a p p l y  to  c o m m e r c i a l  o r g a n i z a t i o n s ,
i n c l u d i n g  p u b l i c  u t i l i t i e s .  It is a li ttl e d i f f i c u l t  to see
w h e r e  the line is n e x t  to be d r a w n  - do c e r t i f i c a t e d  air 
c a r r i e r s  o c c u p y  the s a m e  k i n d  of f a v o r e d  p o s i t i o n ?

Th e  p o l i c i e s  b e h i n d  the i m p o s i t i o n  of t h e s e  b u r d e n s  
are  w e l l  t h o u g h t  out, and the m e c h a n i s m s  h a v e  g e n e r a l l y  
w o r k e d  well. A n y  e x c e p t i o n  to t h e m  sh o ul d s t a n d  on s t r o n g
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p o l i c y  g r o u n d s  arid be fair to o t h e r  insureds in this state, 
and we su gg es t  that Se ct i on s  1, 5 and 6 of this bill do not 
m e e t  those standards.

T h an k  you for the chanc e to com me n t on this bill.

MTT./pl
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T E S T I M O N Y  H O U S E  B I L L  308

T h e  A R E C A  i n s u r a n c e  p r o g r a m  w a s  f o r m e d  to i n s u r e  m e m b e r  R E A ' s  
fo r G e n e r a l  L i a b i l i t y ,  A u t o  L i a b i l i t y ,  W o r k e r ' s  C o m p e n s a t i o n  a n d  
a l s o  to  d e v e l o p  b r o a d e r  c o v e r a g e s  a nd  s t a b i l i z e  p r i c i n g  of  t h e i r  
i n s u r a n c e  c o v e r a g e s .

T h e  i n s u r a n c e  c o s t  is l i m i t e d  t o r e i n s u r a n c e  c o s t  p l u s  c l a i m s  
a n d  loss  p r e v e n t i o n  s e r v i c e s .  T h i s  e l i m i n a t e s  th e  R E A ' s  h a v i n g  
to p u r c h a s e  i n s u r a n c e  fr o m a c a r r i e r  at  c o s t  p l u s  i n s u r a n c e  
c o m p a n y  p ro fi t.

I n s u r a n c e  C o m p a n i e s  w i l l  l os e p r o f i t  an d  t h e r e f o r e  w i l l  be 
o p p o s e d  to f o r m a t i o n  o f  su c h R e c i p r o c a l  i n s u r a n c e  c o m p a n i e s .

S i n c e  th e r e c i p r o c a l  i n s u r e r s  w i l l  b e n o n  p r o f i t  s u c h  c s A R E C A ,  
the s a v i n g s  w i l l  u l t i m a t e l y  b e  p a s s e d  o n to c o n s u m e r s  in the 
f o r m  o f  l o w e r  a n d  o r  m o r e  s t a b l e  u t i l i t y  rates.

W h i l e  w e  s y m p a t h i z e  w i t h  t h e i n s u r a n c e  c a r r i e r  f o r l os s of 
p r o f i t  w e  feel th e  p u b l i c  i n t e r e s t  is b e s t  s e r v e d  b y  a l l o w i n g  
p u b l i c  u t i l i t i e s  to f o r m  a R e c i p r o c a l  i n s u r a n c e  c o m p a n y

B y  p a r t i c i p a t i o n  in t he  A s s i g n e d  R i s k  Pool, a s m a l l  r e c i p r o c a l  
su c h as A R E C A  w o u l d  b e  r e d u c i n g  t h e i r  s u r p l u s  w i t h  no  g r e a t  
b e n e f i t  to the  p r o f i t  s t r u c t u r e  of  s t a n d a r d  c a r r i e r ' s .
It w o u l d  a p p e a r ,  t h e r e f o r e ,  to be an i n s i g n i f i c a n t  and  m i n i m a l  
b e n e f i t  for  th e l a r g e  p a r t i c i p a t i n g  c a r r i e r  b u t  at th e  sa me  t im e 
a s i g n i f i c a n t  a n d  u n n e c e s s a r y  e x p o s u r e  to the r e c i p r o c a l  
in s ur or . W e  m u s t  r e m e m b e r ,  ag ai n,  t ha t in the  c a s e  of A R E C A  
w h i c h  is c o m p r i s e d  of o n l y  13 n o n - p r o f i t  RE A' s,  th e p a s s a g e  of 
H o u s e  B i l l  308 in its p r e s e n t  f o r m  w i l l  p r o v i d e  c o s t  s a v i n g s  to 
a p p r o x i m a t e l y  10 0 , 0 0 0  c o n s u m e r s .

Y o u  m a y  h e a r  t e s t i m o n y  f r o m  i n s u r a n c e  c o m p a n i e s  w h o  w a n t  this 
b i l l  c h a n g e d  to r e q u i r e  p a r t i c i p a t i o n  in the w o r k m e n s  
c o m p e n s a t i o n  a s s i g n e d  r i s k  po ol. I s u b m i t  to the  c o m m i t t e e  t h a t  
t h e i r  r e a s o n i n g  is s t r i c t l y  f r o m  a s e l f i s h  n a t u r e ,  a n d  so me  t h a t  
c o m e  to m i n d  ar e  as fo llo ws :

I n s u r a n c e  c o m p a n i e s  w o u l d  lose  p r o f i t s  b e c a u s e  the  r e c i p r o c a l  
i n s u r o r  w o u l d  w r i t e  b u s i n e s s  at  c o s t  an d  i n s u r a n c e  c o m p a n i e s  
w o u l d  no t h a v e  a c h a n c e  to w r i t e  t h e t s  v a r i o u s  a c c o u n t s  in the 
o p e n  m a r k e t .

Insurance Surely Hands Consultants
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T o  s y n o p s i s ,  I n s u r a n c e  c o m p a n i e s  w i l l  s t a t e  t h a t  t h e y  b e l i e v e  
r e c i p r o c a l  i n s u r o r s  s h o u l d  p a r t i c i p a t e  in the  A s s i g n e d  R i s k  Poo], 
to p r i m a r i l y  a l l o w  for  r e d u c t i o n  of  t h e i r  c o n t r i b u t i o n  for 
p a y m e n t  o f  losses.

T h i s  is t o t a l l y  w i t h o u t  m e r i t ,  a n d  w e  s u b m i t  the f o l l o w i n g  f ac ts 
in a r g u m e n t :

(A) T h e  r e c i p r o c a l  i n s u r o r  p e r c e n t a g e  w o u l d  be so small, 
t h e r e  w o u l d  be  no  s i g n i f i c a n t  b e n e f i t  for t h e i r  
p a r t i c i p a t i o n .

(B) T h e  s t a t e m e n t  is m e a n t  to c r e a t e  d o u b t  a n d  u n c e r t a i n t y  
as to a c o n t i n g e n t  l i a b i l i t y  o f  the p o t e n t i a l  
r e c i p r o c a l  m e m b e r  so t h a t  the r e c i p r o c a l  w i l l  n o t  
b e c o m e  a r e a li ty .

(C) T h e  e n d  r e s u l t  o f a r e c i p r o c a l  no t  b e i n g  f o r m e d  w o u l d  
p l a c e  e a c i  m e m b e r  b a c k  i n t o  the o p e n  m a r k e t ,  thus  the 
i n s u r a n c e  c o m p a n i e s  w o u l d  be a b l e  to w r i t e  b u s i n e s s  at 
a p r o f i t .  T h i s  is t h e i r  u l t i m a t e  goal.

I u r g e  p a s s a g e  of  the b i l l  in its c u r r e n t  form.

R e s p e c t f u l l y  S u b m i t t e d ,

Vvayne vv. u r o w n , jr.
C h i e f  O p e r a t i n g  O f f i c e r
C o r r o o n  & B l a c k / D a w s o n  & C o . , Inc.

W B / c m p
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A policy of service and protection

A p r i l  6, 1983

Th e  H o n o r a b l e  W a l t  F u r n e s s ,  R e p r e s e n t a t i v e  

C h a i r  H o u se

L a b o r  and C o m m e r c e  C o m m i t t e e  

A l a s k a  S t a t e  S e n a t e  

P o u c h  Y

J u n e a u ,  A l a s k a  99811

Re: HB # 3 0 8  A n  A c t  r e l a t i n g  to i n surance.

D e a r  Hr. F u r n e s s :

T h i s  m e a s u r e  in its c u r r e n t  form is v e r y  m u c h  o p p o s e d  by us. O n  the 

o t h e r  hand, the a reas of our  s e r i o u s  c o n c e r n  ca n  be e a s i l y  r e m edied 

by some a m e n d m e n t s ,  in w h i c h  c a s e  the g e n e r a l  thrust of the bill

w o u l d  be a c c e p t a b l e .  We, t h erefore, u r g e  the C o m m i t t e e  to adopt the

r e c o m m e n d e d  a m e n d m e n t s  if it inte nd s  to p r o c e e d  w i t h  this 

leg is l a t i o n .

B A C K G R O U N D

F o r  reasons, some of w h i c h  m a y  be valid, the m u n i c i p a l  league, or at 

least s e v e r a l  m u n i c i p a l i t i e s ,  h a v e  felt it d e s i r a b l e  to have 

s t a t u t o r y  a u t h o r i t y  to e s t a b l i s h  a m e a n s  of e x c h a n g i n g  i n s u r a n c e

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

f r o m  c o m m e r c i a l  i n s u r a n c e  markets. At an :arly stage in the 

l e g i s l a t i v e  p r o c e s s  w h e n  the m u nicipa. i t y 's i n te r e s t  in e s t a b l i s h i n g  

t h e i r  own i n s u r a n c e  p r o g r a m  first b e c a m e  k n o w n  to us, we s u g ge s t e d  

u s i n g  the r e c i p r o c a l  i n s u r e r  a u t h o r i t y  a l r e a d y  g r a n te d  in the 

I n s u r a n c e  Code. The y  h a v e  a c c e p t e d  this r e c o m m e n d a t i o n  and H o u s e  

Bi l l  308 is the result. U n f o r t u n a t e l y  in the d r afting, several 

s p e c i f i c  e x c e p t i o n s  fr o m  a p p r o p r i a t e  o b l i g a t i o n s  i m p o se d  on i n surers 

w e r e  ca r v e d  out for the m u n i c i p a l  r e c i p r o c a l s ,  and we b e l i e v e  such

is w h o l l y  i n a p p r o pr i a t e .

It is the p u r p o s e  of t his l e t t e r  to i n d i c a t e  t h e s e  a re a s  and to 

p o i n t  out the r e s p o n s i b i l i t i e s  that e v e r y  o t h e r  i n s u r e r  c u r r e n t l y  

ha s  and o ught to hav e  in c o n n e c t i o n  w i t h  s u s t a i n i n g  the workers' 

c o m p e n s a t i o n  s y s t e m  in thi s  State w h i c h  e v e n  a m u n i c i p a l  r e c i p r o c a l  

s h o u l d  be r e q u i r e d  to support.

A S S I G N E D  R I S K  PO O L

[ A S 2 1 . 3 9 . 1 5 5  (a) - HB 3 0 8  P age 1, Line 9 -10]
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T h e  p r o p o s e d  a m e n d m e n t  w o u l d  e x e m p t  all r e c i p r o c a l s  f r o m  h a v i n g  to 

p a r t i c i p a t e  in the c o n t r i b u t i o n s  to the a s s i g n e d  r i s k  pool.

C u r r e n t l y ,  all c o m m e r c i a l  i n s u r e r s  w r i t i n g  w o r kers' c o m p e n s a t i o n  in 

the State of A l a s k a  ar e  r e q u i r e d  to p a y  an a s s e s s m e n t  to s u p p o r t  the 

a s s i g n e d  r i s k  pool. Th e  a m o u n t  of the a s s e s s m e n t  is a p r o - r a t a  

c h a r g e  n e c e s s a r y  to c o v e r  the ex te n t  to w h i c h  lo s s e s  and e x p e n s e s  

e x c e e d  the p r e m i u m  c o l l e c t e d  in the pool. A s s e s s m e n t  b a s e d  o n  

w o r k e r s '  c o m p e n s a t i o n  w r i t i n g s  b y  w o r kers' c o m p e n s a t i o n  c a r r i e r s  is 

a l o g i c a l  w a y  to support the pool s i n c e  it s p r e a d s  the cost fo r 

s u p p o r t i n g  the u n d e s i r a b l e  risks a m o n g  all o t h e r  e m p l o y e r s  in the 

S t a t e.  C u r r e n t l y ,  any e m p l o y e r  i n s u r e d  in a c o m m e r c i a l  insurer, 

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

i nsurers, are p a y i n g  i n d i r e c t l y  the a s s e s s m e n t  to s u p p o r t  the 

a s s i g n e d  r i s k  p o o l .

To the e x t e n t  tha t  a g r o u p  of e m p l o y e r s  are e x e m p t e d  f r o m  h a v i n g  to 

p a y  their p r o - r a t a  share, the b u r d e n  falls on a s m a l l e r  p o p u l a t i o n  

w h o  mus t  t h e n  p a y  a h i g h e r  a s s e s s me n t .  In effect, by e x e m p t i n g  the 

m u n i c i p a l  r e c i p r o c a l  f r o m  h a v i n g  to p a y the a s s i g n e d  r i s k  pool, all 

o t h e r  e m p l o y e r s  are g o i n g  to h a v e  to pay a s l i g h t l y  h i g h e r  

a s s e s s m e n t .

We find it t o t a l l y  i n e q u i t a b l e  and w i t h o u t  j u s t i f i c a t i o n  that the 

m u n i c i p a l i t i e s  as e m p l o y e r s  be r e l i e v e d  of any o b l i g a t i o n  w h i c h  any 

o t h e r  e m p l o y e r  is o b l i g a t e d  to pay as part of the cost of h i r i n g  

e m p l o y e e s  in this State.

F u r t h e r m o r e ,  b e c a u s e  of the w a y  the p r o v i s i o n  wa s  d ra f t e d ,  all 

r e c i p r o c a l s  are e x c l u d e d.  As d r afted, this m e a n s  that the T i m b e r  

I n s u r a n c e  E x c h a n g e ,  w h i c h  is a p r i v a t e  c o m m e r c i a l  r e c i p r o c a l  i n s u r e r  

o w n e d  and o p e r a t e d  by the loggers, w o u l d  a lso be e x e m p t e d  f r o m

s u p p o r t i n g  the a s s i g n e d  r i s k  pool. I b e l i e v e  this was  n o t  i n t e n d e d

b u t  is the re s u l t  of :an e r r o r  in d r a fting.

R E C O M M E N D A T I O N

S e c t i o n  1 o f  the p r o p o s e d  bill be s t r i c k e n  in its e n t i r e t y .

A L L O W A B L E  F U N D I N G

[ S e c t i o n  2 A S 2 1 . 7 5 . 0 5 0  (c) - HB *>308 P a g e  1, Lin e  15 - 21]

T h i s  p r o v i s i o n  a l l o w s  o n l y  those r e c i p r o c a l s  w h i c h  are fo rm e d  by two 

or m o r e  m u n c i p a l i t i e s  to post a bon d in lieu of o t h e r w i s e  a d m i s s i b l e  

a s s e t s  to c a p i t a l i z e  the r e ci p r o c a l  insurer. F r a n kl y ,  wr. b e l i e v e  

t ha t  pl ac e s  the m u n i c i p a l i t i e s  in the p o s i t i o n  of e s t a b l i s h i n g  an 

i n s u r a n c e  c o m p a n y  with little or non e  of the c a p i t a l  r e q u i r e m e n t s  

i m p o s e d  u p o n  any o t h e r  c o m m e r c i a l  i n s u r e r  and is to tl at d e g r e e  

i n e q u i t a b l e .  On the o t h e r  hand, we r ec o g n i z e  that m u n i c i p a l i t i e s
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h a v e  a c e r t a i n  f i n a n c i a l  c a p a b i l i t y  b e c a u s e  of t h e i r  ta x i n g

a u t h o r i t y  w h i c h  o t h e r  c o m m e r c i a l  e m p l o y e r s  do n o t  have, and

t herefore, t h o u g h  we w o u l d  p r e f e r  not to see the s t a t u t e s  d r a f t ed

w i t h  a u t h o r i t y  to p o s t  a b o n d  in lieu of cash, w i l l  n o t  o b j e c t  to

the b i l l  on that g r o u n d  alone.

O n  the o t h e r  hand, t h e r e  ar e two a m e n d m e n t s  that n ee d  to b e  m a d e  to 

this s e c t i o n  in o r d e r  to limit the a u t h o r i t y  to the specific

c o n c e s s i o n s  i n t e n d e d  by th<_ l eg i s lature:

A. Arg u a bl y ,  a r e c i p r o c a l  c ou l d  b e  for m e d  by tw o  or m o r e

m u n i c i p a l i t i e s  and t h e n  insure n o n - m u n i c i p a l i t i e s  as part of 

t heir b u s i n e s s  o p e r a t i o n s .  Such o u g h t  not to b e  p e r m i tt e d ,  

thus, I w o u l d  u r g e  the f o l l o w i n g  r e c o m m e n d e d  a m en d m e n t ;  and

B. The b o n d  s h o u l d  be p e r m i t t e d  o nly for the i n i t ia l  c a p i t a l  and 

not foi any of its r e s e r v e s  o r  surplus.

To m e e t  these p o i n t s ,  I w o u l d  urg e  the f o l l o w i n g  c h a n g e  in language:

"A d o m e s t i c  r e c i p r o c a l  i n s u r e r  fo rm e d  u n d e r  this c h a p t e r  by 

and i n s u r i n g  o n l y , two or m o r e  m u n i c i p a l i t i e s  shall (1) 

c o m p l y  w i t h  (a) of this s e c t i o n  or p ost a b o n d  for an 

amount e q u al  to the capi t a l that w o u l d  b e  r e q u i r e d  of a 

d o m e s t i c  s t o c k i n s u r e r  w r i t i n g  the same lines of in s u r a n c e  

for w h i c h  the r e c i p r o c a l  i n s u r e r  s eeks to be au t h o r iz e d ,  

and (2) m a i n t a i n  a surplus in a d m i t t e d  a s s e t s  of $ 2 5 0 , 0 0 0

or a s u r p l u s  s u ff i c i e n t  to o p e r a t e  the r e c i p r o c a l  i n s u r er

for one year, w h i c h e v e r  is g r e a t e r . "  (E m p h as i s  o n  l a n g ua g e  

to be a d d e d . ]

E X E M P T I O N  OF P U B L I C  U T I L I T I E S  FRO M  G U A R A N T E E  A S S O C I A T I O N .

[Section 5 A S 2 1 . 8 0 . 1 8 0  (5) - Page 2, L i n e  6 and S e c t i o n  6

A S 2 1 . 8 0 . 1 8 0  (6) - Pag e  2, L ine 14.]

Th e s e  s e c t i o n s  d eal w i t h  the G u a r a n t e e  A s s o c i a t i o n ,  w h i c h  is a 

fa c ility e s t a b l i s h e d  by A l a s k a n  law to p r o t e c t  w o r k e r s  w h o s e  

e m p l o y e r  has a c q u i r e d  workers' c o m p e n s a t i o n  i n s u r a n c e  fr o m  an 

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

p r o t e c t i o n  is p r o v i d e d  t h r o u g h  the G u a r a n t e e  A s s o c i a t i o n ' s  a b i l i t y  

to as s es s  all o t h e r  wo r k e r s '  c o m p e n s a t i o n  i n s u r e r s  d o i n g  b u s i n e s s  in 

the S tate p r o - r a t a  to t h e i r  workers' c o m p e n s a t i o n  i n s u r a n c e  w r i t i n g s  

to p r o v i d e  the funds n e c e s s a r y  to pay the c la i m s  of the i nsolvent 

insurer.

T h e  are two se c t i o n s  in tha t law r e f e r r e d  to in the b i l l  define:

A. W h i c h  in s urers are p r o t e c t e d  by the I n s o l v e n c y  Fund and,

B. W h i c h  i n s u r e r s  m u s t  c o n t r i b u t e  to the a s s e s s m e n t  in the event 

a n o t h e r  i n s u r e r  b e c o m e s  insolvent.
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W e  p o i n t e d  o u t  to the S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  that

e i t h e r  the m u n i c i p a l  i n s u r e r  m u s t  be i n c l u d e d  b o t h  as a c o n t r i b u t o r  

to t h e  a s s e s s m e n t  and be p r o t e c t e d  by the G u a r a n t e e  A s s o c i a t i o n  o r  

e x c l u d e d  f r o m  b o t h  of those. Th e  L a b o r  and C o m m e r c e  C o m m i t t e e  

a g r e e d  and e l e c t e d  to e x c l u d e  the m u n i c i p a l i t y  f r o m  b o t h  the

a s s e s s a b i l i t y  and c o v e r a g e  p r o v i s i o n s  of the G u a r a n t e e  A s s o c i a t i o n .  

W e  s u p p o r t  t h e i r  c h o i c e  in this regard, h o w e v e r ,  in c r e a t i n g  the 

e x c l u s i o n  f r o m  the a p p l i c a t i o n  of the G u a r a n t e e  A s s o c i a t i o n  for 

r e c i p r o c a l s  f o r m e d  by m u n i c i p a l i t i e s  t h e y  a d d ed  r e c i p r o c a l s  for m e d  

by p u b l i c  u t i l i t i e s .

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

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

c o m m e r c i a l  i n s u r e r  d o i n g  b u s i n e s s  in the State,, T h e r e  is no  r e a s o n  

wh y  a b u s i n e s s  w h i c h  is o p e r a t i n g  in this S t a t e  o w n e d  by

s t o c k h o l d e r s  w h o  h a v e  formed a c o m p a n y  fo r  p r o f i t ,  s h o u l d  be 

e x c l u d e d  from s h a r i n g  in the o b l i g a t i o n s  that all o t h e r  c o r p o r a t i o n s  

f o r m e d  for p r o f i t  are o b l i g a t e d  to s u p port. A l l  the i n s u r e d

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

the G u a r a n t e e  A s s o c i a t i o n  a s s e s s m e n t  b y  v i r t u e  of that cost b e i n g  

l o a d e d  into t h e i r  p r e m i um .  It c r e a t e s  a l ack of c o m p e t i t i v e  p a r i t y  

w h e n  a r e c i p r o c a l  c a n  be formed by a s p e c i a l l y  d e f i n e d  g r o u p  and be  

e x c l u d e d  from h a v i n g  to share in that cost..

R E C O M M E N D A T I O N

We w o u l d  p r o p o s e  tha t  the l a n g u a g e  "or p u b l i c  u t i l i t e s "  b e  s t r i c k e n  

fr o m  b o t h  line 6 and  line 14 of pag e  2 of the bill.

As a furt h e r  m a t t e r  of clarity, on line 5 and line 14 the l a n gu a g e  

s h o u l d  be m o d i f i e d  so that it r e a d s  as follows:

" R e c i p r o c a l  i n s u e r  f o r m e d  by and i n s u r i n g  o n l y  m u n i c i p a l i t i e s . "

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

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

R B / k r l



S t a t e  o f  A l a s k a

W A LT  F U R N A C E .C H A IR M A N  
R IC K  U E H L IN G .  V IC E  C H A IR M A N  

J O H N  C O W D E R Y  
N I IL O  E .  K O P O N E N  

H U G H  M A L O N E  
JO H N  R IN G S T A D  

R O N  W E N  DTE

H o u s e  L a b o r  

A p r i l  5, 1983

To: R e p r e s e n t a t i v e  W a l t  Furnace, C h a ir m an

H o u s e  L a b o r  and C o m m e rc e  Co mm i tt e e

From: J e f f e r s o n  B. B ar r y

P r o f e s s i o n a l  A i d e

Re: H o u s e  Bi l l 308

I n t r o d u c t o r v  A n a l y s i s

H B 30 8  is the same bil l as CSSB66(L &C ).  SB66 was 

i n tr o d u c e d  by the G o v e r n o r  and m o d i f i e d  by the Senate L a b o r  

and C o m m er c e C o m m i t t e e  after p ublic h e a r i n g s  and testimony. 

The bi l l is an a t t e mp t  to a l l o w  m u n i c i p a l i t i e s  and sma ll er  

e m p l oy e rs  to g r o up  t o g e t he r for the p u r p o s e  of w o r k e r s  

c o m p e n s a t i o n  and take ad v an t ag e of the con ce pt  of 

" s e l f - i n s ur an c e" .  At the same time HB 3 08  is d e s i gn e d to 

p ro t e ct  the w o r k e r s  and the p u bl ic  fr o m  any p o t e n t i a l  

p r o b l e m s  of i n a d e q u a t e  rese rves or i mp ro p e r  m a n a g e m e n t  by 

the groups u t i l i z i n g  this approach to p r o v i d i n g  w o r k e r s  

co mpensation. The p r e s e n t  law allows for la rg er  e m p l o y e r  to 

b ec om e  s e l f - i n s u r e d  for the p u r po s e of w o r k e r s  c o m p e n s a t i o n  

if they meet the c r i t e r i a  e s t ab li s he d  by the W o r k e r s  

C o m p e n s a t i o n  Board. S m a l l er  e mp l oy er s or a large e m p l o y e r  

and a n u m b e r  of s m a l l e r  emplo yers cannot b a nd  t o g e th e r and 

b ec o me  "group s e l f - i n s u r e d "  un d er  the current law.

The concept of g r o u p  s el f - i n s u r a n c e  sounds good, but 

there are p r o b l e m s  w i t h  it in practice. First, there is the
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a n d  C o m m e r c e  C o m m i t t e e



v e r y  real  p o t e n t i a l  th at  one m a j o r  ac ci d en t  c ou ld b a n k r u p t  a 

n u m b e r  of c o m p a n ie s  an d  that, even then, there w o u l d  be 

i na d eq u a t e  r e s o u r c e s  to settle the claims of the i n j ur e d 

w o r k e r ( s )  a n d/ o r t he ir nex t of kin. Second, in in du s tr i es  

like co nstructi on , w h i c h  are h i g h l y  c o m p e t i t i v e  and r e q u i r e  

b i d d i n g  ag ainst one another, if the group e x c l u d e d  an v  one 

i nd i vi du a l c o m p an y  the re is the p o t e n t i a l  c l a i m  of r e s t r a i n t  

of t r a d e  and price fixing. The group co ul d u s e  the w o r k e r s  

c o m p e n s a t i o n  coverag e as l ev er ag e against  m e m b e r  co m pa n ie s 

for p u r p o s e s  not r e l a t e d  to the in s u ra nc e  or ev e n  legal. 

Third, insurance co m pa n ie s  obje ct  that group s e l f - i n s u r a n c e  

allo w s indiv id ua l c o m p an i es  to op e n  an in s u ra n ce  com p an y  

w i t h o u t  b e i n g  subject to any of the re gu la ti o ns ,  reportin g,  

m a i n t e n a n c e  of p r o p e r  re se rv e s and excess insurance.

There is some m e r i t  in each of these arguments. The 

p u r p o s e  of w o r k e r s  c o m p e n s a t i o n  is to p r o v id e  abs o lu t e 

i m m u n i t y  to the e m p l o y e r  f r o m  a civil suit for n e g l i g e n c e  by 

p r o v i d i n g  c o m p e n s a t i o n  (without r e q u i r i n g  p r o o f  of 

n eglige nc e)  to an e m p l oy e e i n ju re d  on the job. HB308  

a t t e m p t s  to b a l a n c e  the n ee ds  of the v a r i ou s  i n t e r e s t e d  

p a r t i e s  and a l l o w  m u n i c i p a l i t i e s  and sm al ler e m p l o ye rs  to 

take a dv a nt ag e of cost savings w i t h o u t  d i s r u p t i n g  the 

f r a m e w o r k  of the w o r k e r s  c o m p e n s a t i o n  system.

The m a j o r  p r o v i s i o n  of HB308 is found in the c ha n ge  in 

S e c t i o n  3 w h e r e  the n u m b e r  of parsons r e q u i r e d  to f o r m  a 

r ec i pr o c a l  in surance  c o m pa n y be comes 2 in st ea d of 25. The 

e f f e c t  is to a l l o w  s m al l er  e m pl oy e rs  to ba n d  t o g e t h e r  and 

fo rm  their own i ns u rn a ce  company for the p u r p o s e  of w o r k e r s  

compensation. The p r o t e c t i o n  to the public, w o r k er s,  and 

i ns u ra nc e  in du s tr y is that they mu st  become, in fact, a b o n a  

fide insura nc e c o m p a ny  su bject to the same laws, rules, and 

r e gu l at i on s  that all othe r in sura nc e companies m us t  follow. 

This address the three objec t io n s cited above and w o u l d  also 

p r o v i d e  for the r e p o r t i n g  of ac cidents to n a t i o n a l  r a ti ng  

ag e nc i es  so that p r o p e r  statist ic s wo ul d  be kept.
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In add it io n, th e re  is a trade off in S e c t i o n  1 in that 

these r e c i p r o c a l s  w o u l d  be e x em p t f r o m  p a r t i c i p a t i n g  in the 

a s s i g n e d  ris k pool. This is a co mp romise. The in su ra nce 

c om p an ie s feel that si nce these p e rs o ns  are in c o m p e t i t i o n  

w i t h  them as an i n s u ra n ce  c o m p a n y  they sho ul d take some of 

the hi g h risk or bad e x p e r i e n c e  companies. On the o th er  

hand, the c om p an ie s fe e l that they are not in the b u s i n es s  

to m a k e  a p r o f i t  and do not h o l d  t he m se l v e s  out to the 

general public. Th e y b e li e ve  that they are on ly  t r y i ng  to 

cut the cost of  w o r k e r s  c o m p e n s a t i o n  and can b e s t  a c c o m p l i s h  

their goals b y  p r o v i d i n g  their own safe ty p r o g r a m s  and 

a d m i n i s t e r i n g  their o w n  claims.

The se ct i on s  of HB308 w h i c h  deal w i t h  m u n i c i p a l i t i e s  

r ec o gn iz e  the c o n s t i t u t i o n a l  p r o v i s i o n s  a l l o w i n g  for 

c oo p er a t i o n  b e t w e e n  local  g o ve rnments.  It is also felt 

that, w h il e  th e y  are r e q u i r e d  to co mp ly  w i t h  the pr ov i s i o n s  

of b ei ng  a r e c i p r o c a l  insurer, they can be s t  m e e t  their 

pu bl i c r e s p o n s i b i l i t i e s  by p o s t i n g  a b o n d  r a t h e r  that the 

r e q u ir e d r e s e r v e s  a p p l i c a b l e  to the p r i v a t e  sector.

Finally, p a s s a g e  of HB308  w o u l d  solve a court case that 

is in l i t i g a t i o n  ov er  the i ssua nc e of a g ro up  s e l f - i n s u r a n c e  

c er t if i ca te  by  the W o r k e r ' s  C o m p e n s a t i o n  Board. W h e n  it was 

p o i nt ed  out to the B o a r d  that the re w a s  no  a u t h o r i t y  at law 

for them to issue a g r ou p  s e l f - i n s u r a n c e  certifi ca te , they 

c a ncel le d the one th ey  had issued. The grou p has c o ntinue d 

to oper a te  as a group s el f -insu re d and the m a t t e r  is n o w  in 

court. HB308 wo ul d  solve the u n d e r l y i n g  p r o b l e m  and give 

all partie s an a c ce p ta b le  solution. T he re  w o u l d  be no group 

s e l f -i n su re d  and the current group w o u l d  i m m e d i a t e l y  quali fv  

(there has n e v e r  be en  a qu es tion about, or p r o b l e m  with, the 

p e rf o r m a n c e  of the p a r t i c u l a r  g r o u p - o n l y  the i ssuance  of the 

cer tificate) as a r e c i p r o c a l  in su re r so they could con t i nu e 

to p r o v id e  the service.

- 3 -
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MEMORANDUM
T0: Jackie McClintock, Director 

Workers Compensation Division

Thru;A)ohn Post, Director

Administrative Services Division

Thru: Chuck Caldwell, Chief
Research and Analysis _

From: Elfrieda Mull in, Labor Economist 

Research and Analysis

State of Alaska
DATE: April 1, 1983

FILE NO:

AWca

XISEAU APR j

TELEPHONE NO: 

SUBJECT:

455-4514

Comparison Tables for 80% 

of Net Spendable vs. Current 

Schedule of Workers 
Compensation

Attached are tables comparing 80 percent of spendable wage and the current 
schedule of weekly worker's compensation. These tables are quite similar to 

the ones we provided you last year except that we have used the new table 

of payroll deductions for income tax. The payroll deductions are in effect 

only until July 1, 1983. At that time further reductions in the payroll 

tax will occur.

Last year's comparison used 80 percent of spendable as was provided in HB 159. 

Since that law had a minimum of $110 and provided for 100% of spendable wages 
when weekly wages were less than $110, you will notice a significant difference 

at the low range. We have just observed the 80% of spendable declaration 

in this year's comparison.

These tables do not take into consideration the Alaska U.I. tax in calculating 

spendable wage (50 cents per $100 in payroll this year). Additionally, the 

lack of state income tax in Alaska put spendable wages higher in Alaska than 
would occur in states with income tax laws.

Compared to last year the spendable wage formula is slightly improved in 

relation *to the comparable compensation for that gross wage under the 

current law. The low ranges of earnings would receive greater compensation-' 

under the spendable wage formula, particularly those with several dependents.
On the other hand, the cost to insurance companies would be reduced since 

high wage earners would receive less than they currently do.

With the absence of state income tax and the reducing federal income taxes 

a person is less likely to be receiving more in Workers Compensation under 
the current law than in take home pay, however, it still can occur. Note 
that a single person with no dependents earning $800 a week or more would 

receive more in workers compensation than in normal take home pay. (These 

tables assume standard deduction. In actuality, higher wage earners ter., 
to used itemized deductions and may use additional "dependents" to prevent 
having too much deducted from wages.)

cr coiA.p.f. t o o s .



Me Cl i ntock -  2  - April 1, 1983

Using the spendable wage formula would make it difficult for any claimant 

to be eligible for the maximum of $995. Continuing the attached tables, 
a single with no dependents would have to have weekly wages of $2,065.54 in 

order to receive the maximum. A married claimant with two children would 

have to have weekly wages of $1,966.79. Under the current program the 
maximum can be reached by any individual earning $1,494 per week.

Attachments



COLUMN NUMBER HEADING DESCRIPTION

1 AVERAGE WEEKLY WAGE

2 FICA

3 TAXABLE WAGE

4 1983 TAX DEDUCTION

5 SPENDABLE INCOME

6 80% of SPENDABLE WAGE

7 CURRENT LAW

8 80% of SPENDABLE WAGE

AS % of CURRENT

Self explanatory

The FICA tax rate for 1983 is 6.7%. The maximum taxable wage 

is $35,700, however, no adjustments are made for this maximum 
in these tables.

This is the average weekly wage in column 1 reduced by $19.23 

times the total number of dependents applicable. The amount 

$19.23 is $1,000/52 (the annual exemption per dependent).

This column is the amount of Federal income tax an employer 

will deduct in 1983 (first six months) using the Federal Per­
centage Method for weekly payroll. The Internal Revenue 
Service provides specific instructions in Circular E - Employer 

Tax Guide - Publication 15. The rates used are in effect until 

July 1, 1983.

This is the Average Weekly Wage in column 1 reduced by FICA 

and the 1983 tax deduction.

Self explanatory.

Current law provides that the claimant receive compensation in 

the amount of two/thirds of his average weekly wage up to a 
maximum of twice the state average weekly wage ($498 x 2 = 996)

Self explanatory.
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TABLE 1 

MARRIED WITH TWO CHILDREN 7

80 ° /o  OF 
SPENDABLE 
AS ° / °  OF 

CURRENT '

tt

*--------------MW FICA
TAXABLE 

WAGE .

1983  
TAX 

......... DED
SPENDABLE 

' WAGE.......

* 80 ° / °  OF 
SPENDABL7 

•'..........WAGE "  "  ~
CURRENT

LAW

0 /  0
--------- -- $  100 $  6 .7 0 $  2 3 .0 0 $  0 .0 0  • ' $  9 3 .3 0 $  7 4 .6 4 $  6 6 .6 7 1 1 1 .9 6

150 1 0 .0 5 7 3 .0 8 3 .8 0 1 3 6 .1 5 1 0 8 .9 2 1 0 0 .0 0 1 0 8 .9 2
200 1 3 .4 0 1 2 3 .0 8 1 0 .3 0 1 7 6 .3 0 1 4 1 .0 4 1 3 3 .3 3 1 0 5 .7 0

-----------------250 - ' 1 6 .7 5 1 7 3 .0 0 1 8 .3 0 ----------- 2 1 4 .9 5 1 7 1 .9 6  ' ' 1 6 6 .6 7  " 103 .10
300 2 0 .1 0 2 2 3 .0 8 2 6 .3 0 2 5 3 .6 0 2 0 2 .8 8 2 0 0 .0 0 1 0 1 .4 4
350 2 3 .4 5 2 7 3 .0 0 3 5 .7 0 2 9 0 .8 5  ' 2 3 2 .6 0 2 3 3 .3 3 9 9 .7 2

....... - .........  400 2 6 .0 0 3 2 3 .0 0 4 5 .2 0  ......... " 3 2 8 .0 0 2 6 2 .4 0  ......... ’ 2 6 6 .6 7 90 .40
450 3 0 .1 5 3 7 3 .0 8 5 5 .0 0 3 6 4 .0 5 2 9 1 .2 4 3 0 0 .0 0 9 7 .0 0
500 3 3 .5 0 4 2 3 .0 8 6 7 .8 0 3 9 8 .7 0 3 1 0 .9 6 3 3 3 .3 3 9 5 .6 9
550 3 6 .0 5 4 7 3 .0 8 0 0 .5 0 4 3 2 .6 5 3 4 6 .1 2  " 3 6 6 .6 7 9 4 .4 0  ‘
600 4 0 .2 0 5 2 3 .0 8 9 4 .0 0 4 6 5 .8 0 • 3 7 2 .6 4 4 0 0 .0 0 9 3 .1 6
650 4 3 .5 5 5 7 3 .0 0 1 0 0 .6 0 4 9 7 .8 5 3 9 0 .2 0 4 3 3 .3 3 9 1 .9 1

---------------- ?00 ... 4 6 .9 0 6 2 3 .0 0 ........  1 2 4 .6 0 5 2 0 .5 0 ....... 'i -  422 .8 0  “ 4 6 6 .6 7 9 0 .6 0
750 5 0 .2 5 6 7 3 .0 0 1 4 1 .7 0 5 5 0 .0 5 4 4 6 .4 4 5 0 0 .0 0 0 9 .2 9
000 5 3 .6 0 7 2 3 .0 0 1 6 0 .2 0 5 0 6 .2 0 4 6 0 .9 6 5 3 3 .3 3 8 7 .9 3
85Q .

" 5 6 .9 5 7 7 3 .0 8 1 7 0 .7 0  ............ " 6 1 4 .3 5 191.40 5 6 6 .6 7 0 6 .7 3  ~
900 6 0 .3 0 0 2 3 .0 0 1 9 5 .3 0 6 4 4 .4 0 5 1 5 .5 2 6 0 0 .0 0 0 5 .9 2
950 6 3 .6 5 0 7 3 .0 8 2 1 3 .0 0 6 7 2 .5 5 5 3 0 .0 4 6 3 3 .3 3 0 4 .9 5

-----------  1 ,0 0 0  ■ 6 7 .0 0 9 2 3 .0 0 • 2 3 2 .3 0 7 0 0 .7 0 5 6 0 .5 6 6 6 6 .6 7 04 .0 0  ‘
1 ,1 0 0 7 3 .7 0 1 0 2 3 .0 0 2 6 9 .3 0 7 5 7 .0 0 6 0 5 .6 0 7 3 3 .3 3 0 2 .5 0
1 ,2 0 0 8 0 .4 0 1 1 2 3 .0 0 3 0 6 .3 0 0 1 3 .3 0 6 5 0 .6 4 8 0 0 .0 0 0 1 .3 3

-----------  1 ,3 0 0 '—'' - 0 7 .1 0 1 2 2 3 .0 0 ■' 3 4 3 .3 0 ------- — - '  8 6 9 . 6 0 ' - - ' ..... '6 9 5 .6 0  ...... " " "  0 6 6 .6 7 ' '0 0 .2 7  "
1 .4 0 0 9 3 .8 0 1 323 .0 0 3 0 0 .3 0 9 2 5 .9 0 7 4 0 .7 2 9 3 3 .3 3 7 9 .3 6
1 ,5 0 0  

------------ 1 ,5 0 0 -
1 0 0 .5 0
1 0 7 .2 0

1 4 2 3 .0 0
1 5 2 3 .0 0

4 1 7 .3 0
4 5 4 .3  0 ... '

9 0 2 .2 0  
1 0 3 0 .5 0  -

7 0 5 .7 6  
0 3 0 .0 0 ' .....  -

9 9 6 .0 0  
.....  9 9 6 .0 0

7 0 .8 9
0 3 .4 1

TAXABLE WAGE = 
SPENDABLE WAGE

• •••— ■ * ................i
I

AWW LESS $ 7 6 .9 2  
= AWW LESS F IC A AND 1903 TAX DEDUCTION



'M ARRIED 'W ITH 'NO "CHILDREN'

- • ;• ~  “  • :

/U/f/ FICA
TAXABLE

WAGE

1983

2V1X
ZJS’Z?

SPENDABLE
WAGE

80 °/° O f

SPENDABLE
WAGE

CURRENT
LAW

80 °/° OF 
SPENDABLE' 
AS » /»  O f 

CURRENT

$  ICO 
— ir n -  

21
250 

300 

350 

400 

4"50" 

500 

550 

600' 

650 

700 

7 50" 

800 

850 

900' 

950 

1 ,000 
“17100- 

1 ,200 
1,300 

“1~,400 

1,500 

1 ,600

I 6 . 7 0  

1 0 . 0 5’

13. 4 0  

16.75

" 2 0 .1 0  
2 3 . 4 5  

2 6 . 8 0  

■_'3o;i5 

3 3 . 5 0 

3 6 . 8 5 

4 0 . 2 0  

4 3 . 5 5  

4 6 . 9 0  

“ 50. 25 

53 . 6 0  

5 6 . 9 5 

“ 60.30' 

63.6 5 

6 7 . 0 0  

“73770"

8 0. 4 0  

8 7 . 1 0

’ 93.80 

1 0 0 . 5 0  

10 7 . 2 0

$  6 1. 5 4  

' " 1 1 1 . 5 4 "

1 6 1 . 5 4

21 1 . 5 4

“ '261.54'"

3 1 1 . 5 4

3 6 1 . 5 4  

■‘" 4 1 1 .5 4 “
4 6 1 . 5 4

5 1 1 . 5 4

5 6 1 . 5 4

6 1 1 . 5 4  

661 .54

".711'. 54“

76 1 . 5 4

0 1 1 . 5 4

8 6 1 . 5 4

9 1 1 . 5 4

9 6 1 . 5 4  

"1061.54”

116 1 . 5 4

1 2 6 1 . 5 4  

1361.54'

1 4 6 1 . 5 4

1 5 6 1 . 5 4

$  2 . 1 0  
8 .'40 '

16 . 4 0  

24 4 0 

3 3 . 5 0

4 3 . 0 0

5 3 . 0 0  

65 .00

7 7 . 4 0  

9 0 . 9 0

1 0 4 . 9 0

1 2 0 . 9 0

1 3 7 . 4 0  

" 1 5 5 . 9 0

1 7 4 . 4 0

1 9 2 . 9 0  

209750' 

228 .00

2 4 6 . 5 0  

"203.50*

3 2 0 . 5 0

3 5 7 . 5 0

3 9 4 . 5 0

4 3 1 . 5 0

4 6 8 . 5 0

$  9 1 . 2 0  

” 13 1 . 5 5 '

1 7 0 . 2 0  

2 0 8 . 8 5

" 2 4 6 . 4 0

2 8 3 . 5 5

3 2 0 . 2 0  

""354.85"

3 8 9 . 1 0  

4 2 2 . 2 5  

'454.90

4 8 5 . 5 5

5 1 5 . 7 0  

""543.85"

5 7 2 . 0 0  

6 0 0 . 1 5

"■ 630.20' 

6 5 8 . 3 5  

6 8 6 . 5 0  

“ 742 : 8 0 '

7 9 9 . 1 0  

0 5 5 . 4 0

9 1 1 . 7 0

9 6 8 . 0 0  

1 0 2 4 . 3 0

$  7 2 . 9 6  

” 105724"

1 3 6 . 1 6  

1 6 7 . 0 8

” 197.12"

2 2 6 . 8 4

2 5 6 . 1 6  

” 283 7 8  8"

3 1 1 . 2 8  

3 3 7 . 8 0

" 3 6 3 . 9 2

3 0 8 . 4 4  

4 1 2 . 5 6

i 4 3 5 7 0 8

4 5 7 . 6 0  

4 8 0 . 1 2

"'504.16"

5 2 6 . 6 0  

5 4 9 . 2 0

“594". 24"

6 3 9 . 2 8  

6 0 4 . 3 2

”72 9 7 3 6 *

7 7 4 . 4 0

0 1 9 . 4 4

$  6 6 . 6 7

1 0 0 7 0 0  "

1 3 3 . 3 3

1 6 6 . 6 7  

20 0 700'--

2 3 3 . 3 3

2 6 6 . 6 7  

300700”  
333 .33

3 6 6 . 6 7  

''400.00

4 3 3 . 3 3

4 6 6 . 6 7  

" “500 ."00"'

5 3 3 . 3 3

5 6 6 . 6 7  

”6 0 0 . 0 0  '

6 3 3 . 3 3

6 6 6 . 6 7  

- 7 3 3 . - 3 3  ”

8 0 0 . 0 0

8 6 6 . 6 7  

" ' 9 3 3 . 3 3  "

9 9 6 . 0 0

9 9 6 . 0 0

0 / 0

1 0 9 . 4 4  

105 .24" 

102.12  
1 0 0 . 2 5  

"'98.56 

9 7 . 2 2

9 6 . 0 6  

'" 9 4 " 6 3

9 3 . 3 0

9 2 . 1 3

9 0 . 9 0  

89.64 

88.41 

8 7 . 0 2  

0 5 . 8 0  

8 4 . 7 3

" 8 4 . 0 3  

0 3 . 1 6  

8 2 . 3 8  

”81.03'

7 9 . 9 1  

70 .96

* 78'. 15

77.7 5 

0 2 . 2 7

'TAXABLE'WAGE =~AWW LESS # 3 8 . 4 6 " "
SPENDABLE WAGE = AWW LESS FICA AND 1983 TAX DEDUCTION

*
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SINGLE WITH NO CHILDREN

JWUL _ EICA
TAXABLE 

—  WAGE —

1983 
TAX 

...... DED
SPENDABLE 

 WAGE—

80 ° / °  OF 
SPENDABLE 

-...WAGE-------
CURRENT 

 —  LAW— .

.0 0 . <?/■? OF. 
SPENDABLE 
AS o /o  OF 

— CURRENT-

J . IQQl
150 200 

-250 - 
300 
350

 400-
4 50 
500

 550-
600
650

 700-
750
000

 050-
900 
950 

— 1,000- 
1 , 1 0 0  
1,200 

. - 1 ,3 0 0 .  
.1,400  
1 ,500  

—1,600-.

_J_6.20.
1 0 .0 5
1 3 .4 0  

 1 6 .7 52 0 . 1 0
2 3 .4 5

 2 6 .8 0 -
3 0 .1 5  
3 3 .5 0  

- - - 3 6 . 8  5 
4 0 .2 0  
4 3 .5 5

 4 6 .9 0 -
5 0 .2 5  
5 3 .6 0  

...—  5 6 .9 5 .  
6 0 .3 0  
6 3 .6 5

 6 7 .0 0 -
7 3 .7 0
8 0 .4 0  

 8 7 .1 0 .
9 3 .0 0  

1 0 0 .5 0  
 10.7 ..20...

 $.. 80 .7 .7_
130 .7 7
1 8 0 .7 7  

 2 3 0 .7 7 - -
2 0 0 .7 7
3 3 0 .7 7  

- — 380.7-7—
4 3 0 .7 7
4 0 0 .7 7

—  530.77--

5 8 0 .7 7
6 3 0 .7 7

—  600 .7 -7—
7 3 0 .7 7
7 0 0 .7 7

—  030 .77 - 
0 0 0 .7 7
9 3 0 .7 7  

 9 0 0 .1 7 - -
1 0 0 0 .7 7
1 1 0 0 .7 7  

- 1 2 0 0 .7 .7 . -
1300.?7
1 4 0 0 .7 7  

...1500.77

_5_1 .6Q .. 
1 6 .0 0  
2 4 .6 0  

- 3 4 . 6 0 -  
4 6 .4 0  
5 9 .1 0  

— 7 4 .1 0 -  
0 9 .2 0

1 0 6 .2 0
-1 2 3 .2 0 -

1 4 1 .7 0
1 6 0 .2 0

- 1 7 8 .7 0 -
1 9 5 .4 0
2 1 3 .9 0  

- 2 3 2 .4 0
2 5 0 .9 0
2 6 9 .4 0  

..2 0 7 -.9 0 -
324 .9 0
3 6 1 .9 0  

- 3 9 0 .9 0
4 3 5 .9 0
4 7 2 .9 0  

...509 .9 0  .

. . S .  0 5 .7 0 __
1 2 3 .9 5  
1 6 2 .0 0

— 1 9 8 .6 5  —
2 3 3 .5 0  
2 6 7 .4 5

.— -2 9 9 .1 0 — -.
3 3 0 .6 5
3 6 0 .3 0

- - 3 8 9 .9 5  - -  
4 1 0 .1 0  
4 4 6 .2 5  

...... i, 7 4.40 —
5 0 4 .3 5
5 3 2 .5 0  
5 6 0 .6 5 -  
5 0 8 .0 0
6 1 6 .9 5  

— .6 4 5 .1 0 -----
7 0 1 .4 0  
7 5 7 .7 0  

 0 1 4 .0 0  —
0 7 0 .3 0  
9 2 6 .6 0

 902.9Q —

__X .6a ..5 fi_
9 9 .1 6

1 2 9 .6 0
 15 8 .9  2 —

1 0 6 .8 0
2 1 3 .9 6

 2 3 9 .2 8 -
2 6 4 .5 2
2 8 0 .2 4  

 3 1 1 .9 6 -
3 3 4 .4 0
3 5 7 .0 0

 3 7 9 .5 2 -
4 0 3 .4 8  
426 00

 448.52-

4 7 1 .0 4
4 9 3 .5 6

 5 1 6 .0 0 -
5 6 1 .1 2  
6 0 6 .1 6  

 6 5 1 .2 a -
6 9 6 .2 4  
7 4 1 .2 0

 .7 0 6 .3 2 —

.. .6 6 .6  7. 
100.00

1 3 3 .3 3  
-1 6 6 .6 7
2 0 0 . 0 0
2 3 3 .3 3  

-2 6 6 .6 7 -
3 0 0 .0 0
3 3 3 .3 3  

-3 6 6 .6 7
4 0 0 .0 0
4 3 3 .3 3  

-4 6 6 .6 7 -
5 0 0 .0 0
5 3 3 .3 3  

-5 6 6 .6 7
6 0 0 .0 0
6 3 3 .3 3  

.6 6 6 .6 7 .
7 3 3 .3 3  
000.00

-0 6 6 .6 7  

9 3 3 .J3 
9 9 6 .0 0  

-996..Q0

TAXABLE WAGE = AWW LESS 5 1 9 .2 3



:•. '• STATE OF ALASKA

* FISCAL NOTE Revision Date 4/b ' , 19S3 !

HB 311
REQUEST

Bill/Resolution No.:_________________

Title: Workers’ Compensation..."
Spr nsor:__________________

Rf ̂ uestor: Rules Committee___________

II. FISCAL DETAIL

Agency Affected:Labor

Program Category Affected:Pub l ic  P r o t e c t i o r 
BRU, Program of Subprogram^) Affeczea: 

Administration of Workers1 Compensation

OPERATING

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC

6.5 14.3 15.7 17.3 19.0

51.0 15.4 16.9 18.6 20.5
.1 .1 .1 .1 .1
./ U U O'' U

TOTAL OPERATING 58.3 29.8 32.7 36. Q 32^5

CAPITAL

REVENUE

FUNDIN6: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER (Specify Source)

58.3 29.8 32.7 36.0 39.6

POSITIONS:

FULL-TIME

PART-TIME 1 1 1 1 1
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Not available.

IV. ANALYSIS: Attach a separate page fory-any Ana

Prepared By:\3acquelyn L. McCIintock 

Di vi si on: Workers' Compensation /' *■^  77)>  ̂'/LA
Approved by Commissioner: Jim Robi so

Phone:465-2790
Date: March 21 , 1983

Date: Ma rch 21, 1983
Department: Labor

LEG:A:19

Di stribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills) 

k-'Copy to Sponsor

Copy to Requestor (if different from Sponsor) 2/8/83



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE 

TITLE: "An Act relatinq to workers' compensation, and providing for an effective
date."

AGENCY AFFECTED: Department of Labor

Page 2

Data Control Clerk I (permanent halftime, 6 months first year, 12 months thereafter)

' 100 Personal Services $ 6.5

300 Contractual 1.5
400 Supplies .1

500 Equipment .7

$ 8.8
Other Contractual:

Redesign and printing of forms to accomodate 
additional questions

3.5*

Rewrite and printing of employee and employer 

b o o k l e t s

12 . 0*

Composition and printing of benefit schedule 

booklet
7.0

Printing amendment of Act 1 . 0*

Design computer system and write programs 2 2 . 0*
(2 1/2 months x $50/hour)

Operation costs for additional computer pro- 4.0
cessi ng

TOTAL $58.3

* Indicates one-time expense in FY 1984 for a total of $38.5



YAPPRIW: PfSAPfRANGE/STEP

LOCATION

Juneau

FOR HAM USE ONLY 

'iA KEY NUMHER

POSIriON TITLE FORM 12 PAGE/LINE

FNData Control Clerk
TYPE OF POSITION STAFF MONTHS RP NUMBER PCN NUMBER BRU PRIORITY ELECTION DISTRICT

CONTINUATION vEL JUSTIFICATION

A. 1YPE OF EXPtNOIIURE ’ "AFfflUWT "
1 2 3

PERSONAL SERVICES'

5. 5alar>9A( 1578 x 6 mos x .51 4.734
6. Benef its .1587 751
7. Supplemental Benefits .0613 290
8. Fixed Benefits il'liitt X 3 720
9. TOTAL PERSONAL SERVICES

01 4 6.5
10. Travo! 02

11. Contractual 1.5
12. Commodi tics 01, 1 .1
13. Equi pment .7
1<i. Other

15. TOTAL COST 8.8
. >:•:*

RECEIPT CODE FUNDING SOURCE

ir,. Federal Receipts 1002 M

17. G.F. Match 1003

IR. ion General Funds 1004 8.8
19. l-A Receipts 1005

70. Program Receipts 1020

71. Other

The permanent half-time Oata Control Clerk I position will 

provide additional clerical support in the Claims Section 
to enter and maintain data in the Division's information 
handling system. This position will handle the increased 

workload caused by the additional data input necessary for: 

the system to monitor the compensation rate using with­

holding and average weekly wage information, and the main­
tenance of two processing systems concurrently.

Line 11 - Contractual

Line 12 - Commodities

Line 13 - Equipment:

Space (transfer to DOA) 

Indirect (13.17 x 4734)

General Office Supplies

Desk and Chair

1 3  R E Q U E S T  FOR 
N E W  POSITION
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Bill No. HB 311 
Title n« «

"An Act relating to Workers' 
Compensation; and providing for 
an effective date."

The Department of Labor and the Alaska Workers' Compensation Board support the 
provisions of HB 311. This bill is the result of an agreement reached by a 
committee representing labor and employers in the state and reflects over three 

years of hearings in which testimony was provided by workers, labor groups, 
employers, insurers, rehabilitation and medical providers, attorneys and state 
agency personnel. The Workers' Compensation Board and Division worked very 
closely with the committee in recommending amendments that provide for a more 
equitable and efficient workers' compensation system for employees and 
employers.

The major portions of the bill will result in a redistribution of benefits 
which will reduce disencentives to return to work and provide long term 
reductions in workers' compensation costs. This is based on increases 
in scheduled permanent partial disabilities, he minimum compensation rate, 
death benefits and new methods to compute gross weekly earnings.

\
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A P R O F E S S I O N A L  C O R P O R A T IO N
A t t o r n e y s  a t  L a w

P O S T  O F r i C E  B O X  6 7 0  

A N C H O R A G E ,  A L A S K A  991510

A N C H O R AG E  OFFICE
601 W E S T  r i r T H .  S U I T E  510 

A L A S K A  M U TUA L  B A N K  BLDO  
P O S T  O F r iC E  BOX 679 

A N C H O R A G E .  A L A S K A  99510 
P H O N E  (907) 277-6693 

c a b l e :  R O M E A  
T E L E X :  C90-26-A66

April 19, 1983
J U N E A U  OFFICE
210 T E R R Y  WAY. 2*S F L O O R  
P O S T  O F F I C E  B O X  1211 
J U N E A U  A L A S K A  99602 
P H O N E  (907) 566-3340 
C A B L E :  R O M E A  
T E L E X !  099-45-376

Ho norabl e W a l t e r  Fu rn ac e 
C ha irman, Labor & C o m m e r c e  C om mi tt ee 
Ala ska State House 
Pouch V
June* j , AK 99811

T h i s  l e t t e r  is w r i t t e n  on b e h a l f  of the A m e r i c a n
I n s u r a n c e  A s s o c i a t i o n ,  a t r a d e  a s s o c i a t i o n  of c a s u a l t y  and 
p r o p e r t y  insurers. Some of the A s s o c i a t i o n ' s  me mb er s  wr it e a 
su bstantial amoun t of workers' c o m p e n s a t i o n  insurance in Alaska.

As you know, HB 311 re p re s en ts  the c u l m i n a t i o n  of
s u b s t a n t i a l  e f f o r t  by  r e p r e s e n t a t i v e s  of e m p l o y e r s ,  l a b o r  
o rg an i za t io ns ,  and insurers, with input from the D i v i s i o n  of 
Workers' C o m p e n s a t i o n  over the past two years or more. It is an 
im po rt an t a t t e m pt  to make the workers' c om p en s a t i o n  d e li v e r y  
system mor e e f f i ci en t  and cost effective. The AIA s up po rts the 
bill and a pp l a u d s  the c o o p e r a t i v e  effo rt  that went into pr od u ci n g

One of the key p r o v i s i o n s  of the bill, the chan ge  to
b enefit c a l c u l a t i o n s  based upon net s pe n da bl e income, was one of 
the ni n et e en  major r e c o m m e n d a t i o n s  of the Na ti onal C o m m i s s i o n  in 
1971. Most of the other r ec om m e n d a t i o n s  of that c o mm i ss i on  were 
im pl em en ted in A lask a in 1975. The net spe nd able income idea is 
an im portant  one, becaus e it tends to deliver moro c o m p e n s a t i o n  
to those who need it most, and less to those v/ho are p r e s e n t l y  
o v e r c o m p e n s a t e d . By a v o i d i n g  the p o s s i b i l i t y  of p a y i n g  a 
h i gh - wa g e em pl oy e e as muc h or mor e in c o mp en s a t i o n  as his or her 
take- home pay, the new law would tend to bring those w o rk e rs  back 
to work.

The m e m b e r s  of the Wo r ke r s Co m pe n s a t i o n  Co m m it te e  of
Ala ska and o ther s will be a v ai la bl e to ex pla in the sources and 
intended pu rpose of the v a r i ou s s ections  of the bill. We stand 
ready to try to answer any q u e s t i o n s  you m a y  have.

Re: HB 311

Dear R e p r e s e n t a t i v e  Furnace

it



R o b e r t s o n . M o n a g l e . E a s t a u g h  &  B r a d l e y

H o n o r a b l e  Wal te r Fu rn a c e 
A p r i l  19, 1983 
Pa ge  2

T h e  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n  u r g e s  f a v o r a b l e  

a c t i o n  on this  bill.

M T T / g f
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SECTION DY SECTION ANALYSIS’ M 3 i i

Section 4. •

i This section increases t h e  m i n i m u m  compensation from $65 to $110 
Section i. ^  w e e |- a n d reflects changes necessary because of the reenact-

• ment of AS 23.30.220 found in section 10 which makes the ; 
spendable v/eekly wage of an employee the basis of compensation.-- _

• , • t \ • m a *. *, 

S e c t i o n  2. and .3: See comments, t o  S e c t i o n  1. . .. ^  v :;

This section changes the manner of determining compensation 
consistent with the repeal and reenactment of AS 2 3.30.220 found 
in section 11* which makes the employee’s spendable v/eekly wage . 
tte basis for determining compensation. V  * .

Eighty percent of the.employee’s spendable weekly wage' minimizes
• the possibility of an employee receiving more in workers' compen- 
• sation than his take home pay while working. The change is . _

'■ v consistent with recommendations of the 1S72 Report of the Nation- 
••— al Commission on State Workers* Compensation Law which states at 
;-j’page.19: :rs. '  " •-'

• v  X - •*. *•* *. * . *.*••
''i The decision fixing the proportion of-lost v/ages • - :

’ ' -to be replaced m u s t  balance incentives to employ-
ers,to improve safety within-incentives to the . . .. .

. V.’. ‘ disabled to take full advantage of rehabilitation * . :
V • services and to return .to work. . i. .T ■* .

V vie-recommend '.that cash benefits for [disability- . .
’ . compensation] be at least two-thirds of the work- *.•■■■
•yr : • er's gross v/eekly wage. The two-thirds formu- •- *
•r . f /'-.lation. should be used only on a transitional basis • • :

• -T”:*.until'the State adopts a provision'making payments 

; • at least 80 percent of the workers' .spendable ' -t ...
weekly earnings. • •. **• - -

Section 5-. 

Section 6.

Section t\ 

Section 8.

Section 9.

*, ' * , • ‘ 1 *, f * . ** • «*" v*. •, * '

See comments to section 4 ; v •* *;• • • "■
■ • • • •

See comments to section 4. ■ . • •• • * .*•. '•

Additionally, this section provides for inflationary increases In
■* the maximum paid for "scheduled" and permanent partial '
• disabilities. •*.' • -

’ ’ ' •* •

. See comments to section 4. ' * .
’ • ■ . ' ' *

This section reflects changes consistent with the reneal and 
reenactment of AS 23.30.220 found in section il" • • -

' • ‘ } ’/ •  ■

See comments to section 4.. ‘;
• • ’ • •

• t* .

Additionally, this section provides for inflationary inrreases in 
funeral expenses on death claims. The current limit for reason- 

. able and necessary funeral expenses are not S e ^ t e  and r e s u n



Section 10.

Section T l .

in n haidship to the family of the deceased or the employer for 
. payment of the additional costs.

fin's section reflects changes consistent v/ith the repeal-and
reenactment of AS 23.30.220 found in section IT/ Additionally,
the minimum weekly compensation for a widow or widower is in- .
creased from §45 to §75 per week.
• • * *

This section adopts a new basis for computing compensation knovTn *' 
.-.as the spendable v/eekly wage'. The spendable weekly wage is the ' 
’ s tD£9ss weekly earnings, minus payroll tax deductions, *

1 3 * change is consistent with . 
the 1972 report of the. National Commission on.State Uorkers* * 
Compensation Laws. •'.* •

...\ . . ..... . *! "*. * •> ■ :‘£-.v. 

•.It is a n _administratively feasible procedure which can simulta-- - • 
-neously take into account the difference between gross and 
.-spendable earnings, the virtues of dependents’ allowances and the 

‘. im2a • * 5? Pro9res^lve income tax. This procedure first 
..deternnnes_the worker s gross earnings prior to disability (which 

; - ••must be determined under the present Act) and the nuaber of his •
1 dependents. The gross earnings and dependency data are then- 

inserted into a formula prepared and published by the Department 
.-.of .Labor to determine the worker’s spendable earnings. Once 

spendable earnings are calculated, workers’ compensation benefits 

.. a iS/ies 0 can be calculated as a fixed proportion
• j ? e2 • le weekly earnings.. No further allowances for depen- 
v ‘ 'Stents for tax considerations are necessary' or appropriate^

Section 12,

'y'.:1,This section also adopts a new basis for determining the gross .
; •;earnings of an. injured worker. An injured worker’s gross weekly 

•earnings are computed by dividing by 100 the gross earnings of 
..•'the e m p o y e e  in the two calendar years immediately preceding the 

’v].’injury. '/Utilizing the preceding two years tends to eliminate the 
••■i.’cyclical nature of many industries. Dividing by 100 instead of 
.• 104 tends to adjust previous years’ earnings for inflation. '.This

section also allows the Board to adjust the average weekly wage 
’ . calculation if it is unfair to the employee or employer.

* • * • . *.?.*• «r v , . ' ? • *  * * ’• • *
* * , • • ' • <■ , . » •

;This section reflects changes consistent with the repeal and
•reenactment of AS 23.30.220 found in section 11-

Section A # .  - This section provides for new definitions.

"Gross earnings" includes payments before any authorized or ./V"". 
lawfully required deduction such as credit union, dues check off, 
social security, federal withholding, or deferred compensation 
which is optional to the employee at the time of his injury. ■ *. 
Specifically, deferred compensation which is optional at the time 

• of injury refers*to those employees of government and non-profit . 
•corporations and associations which may elect to defer income 
from a. particular pay period or pay periods but have the option 
of terminating the deferral of that income at any time during 
their employment. Excluded from gross earnings are irregular 
bonuses, reimbursement of expenses, expense .allowances and any 
benefits not taxable to the employee during the pay period. "Any



benefit not-taxable to the employee during the pay period" would 
include the general items referred to ss "fringe benefits" such 

. as: payments providing for health, welfare, retirement, vacation
or annual leave and other similar benefits received by the • ^ 
employee for which he is not taxed other than deferred compen­
sation which is optional to the employee at the time of this _ ...

. • injury. ** .*•%.*

• The value of room and board may be considered in gross earnings 
only for th o s e‘injured workers whose gross weekly earnings 

. , V ' otherwise computed are less than the Alaska average weekly v/age‘
i ■ ..at the time of injury. The value of room and board may be.'

•. • .-..included only to raise the gross v/eekly earnings up to the ley el
of the Alaska average v/eekly wage. The value of room and board 

' .* ‘ that would raise ah employee’s gross v/eekly e a r n i n g s  above the -
" . • •:-v Alaska average v/eekly wage is excluded. .. ; •*

• ' "Payroll taxes" are defined to' exclude the amount that would be .
' >• withheld frcrn an employee's gross weekly earnings under the
•• . . Internal Revenue code as though he had claimed the maximum number

•• v: ". ..'\/-.:' of dependents per actual dependency, blindness, and old age.
.' ' •'•v'.’.. Also deducted is the amount of earnings subject to the Social
."S'; ,'• ; Security Act irrespective of whether the employee may have paid

• •• . ,. .'•••'•the maximum Social .Security for the year at the time the injury
•>v^occurs..‘;;' . , . • -• •

-V
# •  .*■ * ' ’ * . * *k * '• ,

Section 14. \ 'This section repeals provisions that are unnecessary or * ’
••'•. •' ^"’inconsistent with proposed legislation. * r-

VV- •' ■■■ ■ • • "’• • . •  ‘ ’ •' -V. . - •
;vSection 1.5^;'.'This section provides tliat : : • the A c t  a p p l y  only

••;.’• .’• »'•.•••>:•:t o  injuries sustained after the effective date o f  this Act. .
*. •' •*. ' *. » * /. • • . * * •» * . . . * / . ’ i

Section 16. '’this section provides that the Act takes effect January 1, 1984.
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'" M W FICA

l*

TAXABLE
WAGE

TABLE 1 

MARRIED WITH TWO CHILDREN

1903
TAX SPEND ABi 
DED -  “ ■ WAGE

$  6 . 70 $  2 3 . 0 0 $  0 . 0 0 \£ -0 .3 _ a C L
10 . 05 7 3 . 0 0 3 . 8 0 ..< 9 -1 3 6 .1 5 -
13 . 40 12 3 . 0 0 1 0 . 3 0 /  1 7 6 . 30
16 . 75 173 . 08 1 8 . 30  ........ ” 2 1 4 . 9 5
20 . 1 0 2 2 3 . 0 0 2 6 . 3 0 2 5 3 . 6 0
2 3 . 4 5 2 7 3 . 0 0 35.70- 2 9 0 . 8 5
2 6 . 0 0 32 3 . 0 0 4 5 . 2 0  .......-  • 3 2 0 . 00
30 . 15 3 7 3 . 0 0 5 5 . 0 0 3 6 4 . 0 5
33 . 50 4 2 3 . 00 6 7 . 8 0 3 9 8 . 7 0
36 . 05 4 7 3 . 0 8 0 0 . 5 0 4 3 2 . 65
4 0 . 2 0 52 3 . 0 0 9 4 . 0 0 4 6 5 . 8 0
43 . 55 57 3 . 0 0 10 0 . 6 0 4 9 7 . 0 5
4 6 . 9 0 6 2 3 . 0 0 124 . 60  ....... 5 2 0 . 5 0
50 . 25 6 7 3 . 00 141 . 7 0 55 0 . 0 5
53 . 60 7 2 3 . 0 0 160 . 2 0 50 6 . 2 0
5 6 . 9 5 7 7 3 . 0 0 "  170 . 70  '' 6 1 4 . 3 5
6 0 . 30 023 . 0 0 195 . 30 6 4 4 . 4 0
6 3 . 6 5 073 . 0 8 2 1 3 . 80 6 7 2 . 5 5
6 7 . 0 0 923 . 0 0 2 3 2 . 30  -------- 7 0 0 . 7 0
7 3 . 7 0 1023 . 0 0 26 9 . 3 0 7 5 7 . 0 0
8 0 . 4 0 1123 . 0 0 30 6 . 3 0 813 . 3 0
0 7 . 10 1223 . 0 0 -  • 3 4 3 . 3 0 ” ..... .......  0 6 9 . 6 0
9 3 . 6 0 1323 . 00 3 0 0 . 3 0 9 2 5 . 9 0

100 . 50 1 4 23 . 0 0 4 1 7 . 3 0 9 o r . 2 0

107 . 20 1523 . 0 0 ■ 4 5 4 . 3 0 .......... 1030 . 5 0

80 o/o OF 
SPENDABLE 

WAGE
CURRENT 

LAW '

00 o/o o p  

SPENDABLE 
AS o/o OF 

CURRENT

$ 100 
150 
200 

—•250  
300 
350 

—  MOO 
450 
500 
550 
600 
650 

• • - 7 0 0  
750  
000 
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900 
950  

1 ,000  
1 ,100  
1 ,200 
1, 300  
1 , 400  
1, 500  
1,600

—£-74
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~ £ ? 2 0 2  
~t£5»-232 

■ /  262 
JL  291 
£  310 

346 
3* 3 7 2  
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i f  422 
iT 446 

460 
<£> 491 
y  515 
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’ c /  560 
v  605 

— (£7650 

-  | 695 
740 
705

v G 4 --------

v 9 2 — ------

. 04  / f V  
L—9G----------- “
 ----------

v6-8  --------
.40 o ? (fiO - 
. 24
. 96  t t ' * *  
. 12 & & '/ ( * •  
. 64  / / /  y  
• 28

.4 4 

. 96

.40 A ? * /?

. 5 2 O  tffcO --' 

6 0 / ^ 7  y _

■— 6-5767“ 
-1 0 0 -. GO-

1 3 3 . 33 
” 166767“ 
” 200700 '

233 . 33 *
2 66 . 6 7
3 00 . 0 0
33 3 . 3 3  

' 3 6 6 . 6 7
4 0 0 . 0 0
433 . 33
466 . 67
500 . 00
533 . 33
566 . 67
600 . 00  
633. :  3 
666.1,7 - 
733.  >3

. 64

. 6 0 ^

. 72

.76

. 00

000 .00  
066 ,67 
933 . 33
9 9 6 . 0 0
996 . 00

i 0 e ) 7 P l
qoo no '  / r

o/o

111 . 96  
10 0 . 9 2  
105 . 70  
103.10  
101 . 44  

99 .  ' '2 
9U .40 
97 . 00  
9 5 . 6 9
9 4 . 4 0  
9 3 . 1 6
9 1 . 9 1  
9 0 . 6 0  
8 9 . 2 9  
07 . 9 3  
8 6 . 7 3
0 5 . 9 2  
04 .95  
04 .00 '

_Q2_._5.0_
0 1 . 3 3
00 . 2 7
79 . 36
7 8 . 8 9
0 3 . 4 1

TAXABLE WAGE = AWW LESS 576 . 92  . r > .  - .
SPENDABLE WAGE -  AWW LESS FICA AND 1903 TAX DEDUCTION ^  '  J>  y
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SINGLE WITH NO CHILDREN
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300

350

 400-
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600 

650
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750 

800 
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950 

.1 ,000-  
1 , 100  
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,300- 
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l.JiQQ-
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TAXABLE

WAGE—

1983 

TAX 
.. DED..

SPENDABLE 
_________WAGE—

80 o/o OF 
SPENDABLE 

 WAGE-------
CURRENT 

LAW--------

„.80 o/o OF. 
SPENDABLE 
AS o/o OF 

-  . .CURRENT-

 ,£_6
10
13

 16

20
23

 26

30

33

 ....36

40

43

---------- 46

50

53

---------- 56

60

63

__________ 67.

73

80

__________ 87

93

100
_________103.

.7.0- 

.05 

.40 

.75- 

.10 

.45 

.80- 

.15 

.50 

.85 ■ 

.20  

.55 

.90- 

.25 

.60 

.95- 

.30 

.65 

. 00-  

.70 

.40 

.10, 

.80 

.50 

, 20. . .

80.7.7____

13 0 . 7 7

1 8 0 . 7 7  #

—  2 3 0 . 7 7 ----

28 0 . 7 7

3 3 0 . 7 7  

 380.7-7----

4 3 0 . 7 7

4 8 0 . 7 7

 5 3 0 . 7 7 - -  -

5 8 0 . 7 7

6 3 0 . 7 7  

- 6 8 0 . 7 - 7 ----

7 3 0 . 7 7

7 8 0 . 7 7

—  8 3 0 . 7 7 ----

880.77

93 0 . 7 7
 900.7.7____

10 0 0 . 7 7

1 1 8 0 . 7 7  

...1280.7.7----

1 3 8 0 . 7 7

1 4 8 0 . 7 7  

,-.1580.72 -

- X - 7 . 6 0__

16.00 

24 .60 

—  3 4 . 6 0 —  

4 6 . 4 0  

5 9 . 1 0  

_...74.10 —  

8 9 . 2 0  

1 0 6 . 2 0  

- 1 2 3 . 2 0 - —  

1 4 1 . 7 0  

1 6 0 . 2 0  

-178.-70—  

195 4 0

2 1 3 . 9 0

• 232. 40 —

2 5 0 . 9 0  

2 6 9 . 4 0

- 2 8 7 - 9 0 —  

324 .90

3 6 1 . 9 0  

- 3 9 8 . 9 0  —

4 3 5 . 9 0

4 7 2 . 9 0  

...509.9Q  ...

•-/2-123.9 5- 

1 6 2 . 0 0  

 1 9 8 . 6 5

2 3 3 . 5 0  

2 6 7 . 4 5

 299.10.

3 3 0 . 6 5

3 6 0 . 3 0  

  3 8 9 . 9 5

4 1 8 . 1 0  

4 4 6 . 2 5

 4 7 4 . 4 0

5 0 4 . 3 5

5 3 2 . 5 0  

  5 6 0 . 6 5

5 8 8 . 8 0

6 1 6 . 9 5

 £ 4 5 . 1 0

7 0 1 . 4 0  

"757 . 7 0  

 8 1 4 . 0 0

8 7 0 . 3 0  

9 2 6 . 6 0

 .. 982.90.

 £_J5&^5£.

-99 .16-

/ 1 2 9 . 6 0  / £ * ?  
- ^ - l - 5 0 r r 3 2 =  

■'<5̂1'8 6 T 0 0
“C? 2 1 3 t S  6-------

 A 2 3 9 . 2 8 - ^ - ^ -

"2-264 .52 5 3 ' /
5* 2 8 8 . 2 4  £ ( p 1/

— Cta. 3 1 1 , 9  6 ----

2* 3 3 4 . 4  8 
< ! b 3 5 7 . 0 0 ^ y y ^ -  

-— £-,3 7 9-. 5 2 - ^ - 3 - ^

:_.66..67-i_____

- l O O v O O —  

1 3 3 . 3 3  / 3

rio £r£~7-~-----

t o 'o t o i t

-2-39v3-3

4 0 3 . 4 8  J O / * }
£  4 2 6 . 0 0  £ / ' Z O

-.... — ^ - 4 4 8 . 5 2  x g fr f -A —

7 4 7 1 . 0 4 / r'£>// 

7 4 9 3 . 5 6  / t f y t f
_________ < / 5 1 6 . 0 8  $ £ 4 d f -
_________ 2 5 6 1 . 1 2 / ^ . ^ 1 . . . . .

<p606 .16 s , J  y C ,(p
________ L651.2a-i± -/A± _-

6 9 6 . 2 4

741.2!’

_________ 1_7.8£212------------

266 .67— ^.^7  — —

3 0 0 . 0 0  b O O
3 3 3 . 3 3  W * /
3 6 6 . 6 7

4 0 0 . 0 0  / z o o
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466.67-.2/-32'--
5 0 0 . 0 0  cUZTOO  
5 3 3 . 3 3 3 ? ^ ^ ^

5 6 6 . 6 7  3 < 7 -GO-
6 0 0 . 0 0  j A / 6 #
6 3 3 . 3 3

6 6 6 . 6 7 -J t - j r - l fJ r . -  
7 3 3.3 3, A  . / y / f - .
8 0 0 . 0 0  o/>,
0 6 6 . 6 7

9 3 3 . 3 3

9 9 6 . 0 0

-936._QQ------------

o/o

10 2 . 8 4

9 9 . 1 6  

9 7 . 2 0

---35t 3 5 - 

- 9 3 . 4 0  

- ^ l  .70 

-89. 7 3 -

8 8 . 1 7 

8 6 . 4 7 

8 5 . 0 8 

8 3 . 6 2  

82.38

•81.33 

8 0 . 7 0  

7 9 . 8 8  

7 9 . 1 5  

7 8 . 5 1  

7 7 . 9 3  

-77.41 

-76,52.. 

f ’75.7 V "  

75. 14 •  

7 4 . 6 0  

7 4 . 4  3 

-78.95-
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MARRIED WITH TWO CHILDREN

-■AWW FICA
TAXABLE

WACE

1983

m SPENDABLE 
WACE '

80 o/° O F  

SPENDABLE 
""W AG E ~

CURRENT
LAW

80 °/° OF 
SPENDABLE 
AS o/o OF 

CURRENT

I___

5  100 
150 

200 
---250 

300 

350 

—  UOO 

1450 

500 

550 

600 

650 

•-•700 

750 

800 

850 

900 

950 

1 ,000  
1 ,100  
1 ,200  
1,300 

1,1400 

1,500 

1,600-

$  6. 7 0  

1 0.05 

13.1(0 

1 6 . 7 5  

2 0 . 1 0  
2 3 . 4 5  

2 6 . 8 0  

3 0 . 1 5  

3 3 . 5 0  

3 6 . 8 5  

4 0 . 2 0  

4 3 . 5 5  

i(6.90 

5 0 . 2 5  

5 3 . 6 0  

' 5 6 . 9 5 

6 0 . 3 0  

6 3 . 6 5  

6 7 . 0 0 

7 3 . 7 0  

8 0 . 4 0  

8 7 . 1 0  

9 3 . 8 0  

1 0 0 . 5 0  

1 0 7 . 2 0

$  2 3 . 0 8  

7 3 . 0 8

1 2 3 . 0 8

17 3 . 0 8

2 2 3 . 0 8

2 7 3 . 0 8

3 2 3 . 0 8

3 7 3 . 0 8

4 2 3 . 0 8

4 7 3 . 0 8

5 2 3 . 0 8

5 7 3 . 0 8

6 2 3 . 0 8

6 7 3 . 0 8

7 2 3 . 0 8

7 7 3 . 0 8

82 3 . 0 8

87 3 . 0 8

923 .0 8

1 0 2 3 . 0 8

1123 . 0 8

1 2 2 3 . 0 8

1323 . 0 8  

1<I23.08

1 5 2 3 . 0 8

$  0 . 0 0  
3.80

10.30

••18 . 3 0  -

2 6 . 3 0  

3 5 . 7 0  

1(5.20 -

5 5 . 8 0

6 7 . 8 0  

8 0 . 5 0  

9 4 . 0 0

108 .60 

124 .60 ' '

1 4 1 . 7 0  

16 0 . 2 0

17 8 . 7 0

19 5 . 3 0  

2 1 3 . 8 0

2 3 2 . 3 0

2 6 9 . 3 0

3 0 6 . 3 0

3 4 3 . 3 0  ~

3 8 0 . 3 0

4 1 7 . 3 0  

4 5 4 . 3 0 -

<9 $  

/  t / / o
1 7 6 . 3 0

2 1 4 . 9 5

2 5 3 . 5 0

2 9 0 . 8 5

3 2 8 . 0 0

3 6 4 . 0 5

3 9 8 . 7 0  

4 3 2 . 6 5  

4 6 5 . 8 0

4 9 7 . 8 5

5 2 8 . 5 0

5 5 8 . 0 5

5 8 6 . 2 0  

6 1 4 . 3 5  

6 4 4 . 4 0  

6 7 2 . 5 5

7 0 0 . 7 0

7 5 7 . 0 0  

■"813:30" 

" 8 6 9 . 6 0

9 2 5 . 9 0

9 8 2 . 2 0  

1 0 3 8 . 5 0

$  7 4 . 64  

108.92 

-£-141-04- 

_/217J^9.6-

$  6 6 . 6 7

1 0 0 . 0 0
 l-3r3TcT3—

_1_16^6-7—

-£>202-r8 &-

^ 2 3 2 . 6 8 -

  / 2 6 2 . 4 0  p £ £ -

r 2 9 i . 2 4 / ^ < r r 4  

/  3 1 8 . 9 6  2 / Z  
s 3 4 6 . 1 2  / ' / 2 > 0  
P - 3 7 2 . 6 4  

■— -^ias.s,28— - - - ~  
i  2-4 2 2 . 8 0

— 200T 0 <1̂ _

233733
2 6 6 . 6 7

3 0 0 . 0 0  

33 3 . 3 3

3 6 6 . 6 7

4 0 0 . 0 0  

4-30-.-33—

4 6 6 . 6 7  "

5 0 0 . 0 0'2446.44 

3^468 .96 / / - / f a  5 3 3 . 3 3

>4Sl*v4 5 

/ 5 1 5 . 5 2

5 3 3 . 0 4  .

-— <2-560.56— -—  

/  6 0 5 . 6 0  b O C I

*56 6 : 6  7“ 

6 0 0 . 0 0

65 0 . 6 4

6 3 3 . 3 3

 6 6 6 7 6 7

7 3 3 . 3 3 _  

 800'.00U OU • O i  i UU U  #UU .  s j
6 9 5 . 6 8  0 6 6 . 6 7  ^ ! / [ /
7 4 0 . 7 2  )  
7 8 5 . 7 6  

8 3 0 . 8 0  ...

93 3 . 3 3

9 9 6 . 0 0

9 9 6 . 0 0

o/o

1 1 1 .96 

1 0 3 . 9 2  

10 5 . 7 8  

103.10 

101.<14

9 9 . 7 2 

98 .40

97.08 

9 5 . 6 9

9 4 . 4 0  

9 3 . 1 6

91 . 9 1  

9 0 . 6 0  

89.29 

07.93

8 6 . 7 3

0 5 . 9 2  

0 4 . 9 5

' 0 4 . 0 8

 8 2.50

”01.33' 

‘ ‘00.27 

79.36

7 0 . 0 9

8 3.41
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JUJLL .E IC A
TAXABLE 

WAGE -
TAX

. .DED
SPENDABLE 
 WAGE—

SPENDABLE 
. - - W A G E  ...

CURRENT 
—  LAW-----

AS o /o  OF 
-...CURRENT-

_ £ _ 1 Q Q _

150

200
 2 5 0 -

300 

350 

 400-

450

5C0

-550----

600

650

.700----

750

800

 850-

900

950

_ 1 ,000-
1 ,100
1 ,200

-1,300.

1,400

1,500

.1.-600-

_J_6
10
13

 16

20
23

 26

30

33

 36

40

43

 4 6

50

53

 56

50

63

 67

73

80

„ 8 7

93

100
.10.7

_7.0___________ £.80.7.7..  jf_2..6Q-----

.05 1 3 0 . 7 7  1 6 . 0 0

.40 1 8 0 . 7 7  2 4 . 6 0

. 7 5 ......  2 3 0 . 7 7 --------------3 4 . 6 0 —  -

.10 2 8 0 . 7 7  4 6 . 4 0

.45 3 3 0 . 7 7  5 9 . 1 0

.80____________ 380 -7-7------------- 74-.10----

.15 4 3 0 . 7 7  8 9 . 2 0

.50 4 8 0 . 7 7  106. 2 0

.85 -------  5 3 0 . 7 7 -------------1 2 3 , 2 0 ----

.20 5 8 0 . 7 7  1 41 . 7 0

.55 6 3 0 . 7 7  16 0 . 20

.90------------ 680.7-7------------ 1 7 8 . 7 0 ----

.25 7 3 0 . 7 7  1 9 5 . 4 0

.60 7 8 0 . 7 7  2 1 3 . 9 0

. 9 5 ____________ 8 3 0 . 7 7 ----------- 2 3 2 . 4 0  —

.30 - 8 8 0 . 77  2 5 0 . 9 0

.65 9 3 0 . 7 7  2 6 9 . 4 0

. 0 0 _____________2 3 0 * 2 7 ____________ 2 8 7 - 9 0 ----

.70 1 0 8 0 . 7 7  3 2 4 . 9 0

.40 1 1 8 0 . 7 7  3 6 1 . 9 0

. 1 0 __________ 1280.7.7----------- 3 9 8 . 9 0  _
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...20____________1 5 8 0 . 7 7  ,. __5 0 9 . 9 Q  ...

fiaarri 

/  # 3 6.9 5 / / t >  
1 6 2 . 0 0

1 9 8 . 6  5 ------

2 3 3 . 5 0  

2 6 7 . 4 5

 2 9 9 . 1 0 .......

3 3 0 . 6 5  

3 6 0 . 3 0

3 8 9 . 9 5 ......

4 1 8 . 1 0  
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 4 7 4  .40 —

5 0 4 . 3 5

5 3 2 . 5 0  
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 _.i.. 68-56. J /L jZ X tx r& h ...
9 9 . 1 6  
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- £ 1 8 6 . 0 0 --------

'£213;-9 6---------
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-2 00-»00----
'233733--
- 2 6 6 . 6 7 - ^ ^ ^
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— > 3 7 9 . 5 2 - ^ - ---- 4 6 6 . 6 7 - -

p . 4 0 3 . 4 8  
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— ^ - 4 4 0 v 5 2

t  4 7 1 . 0 4  // // /

-6>--493v56------

£ 1 5 1 6 . 0 8

b o o

757 .70

8 1 4 . 0 0  -----

8 7 0 . 3 0  

9 2 6 . 6 0  

 9 8 2 . 9 0 _______

/  5 6 1 . 1 2  

~0'6O'671'6

_/_651..2a 

6 9 6 . 2 4  

7 4 1 . 2 0  

£786-32.

j£ .Q l(A —

5 0 0 . 0 0  /  6 & C
5 3 3 . 3 3

r 5 6 6 7 6 7 — - r r ^ -

6 0 0 . 0 0  

- 6 3 3 r 3 3  

-666767-111

7 3 3 . 3 3  

aO'07'0'0'

8 6 6 . 6 7

9 3 3 . 3 3  

9 9 6 . 0 0  

3 9 6 - 0 0 -----

S / Z  $

o /o
_ 1 0 2 . 8 4  

9 9 . 1 6  

9 7 . 2 0

—  95.35. 

9 3 . 4 0  

'91.70

- S O ^ O -  

O e . 17 

8 6 . 4 7  

• • 8 5 . 0 8  

8 3 . 6 2  

— 8 2.30 

- 0 1 . 3 3  

0 0 . 7 0  

7 9 . 0 0

—  7 9 . 1 5  

7 8 . 5 1

— 7 7 . 9 3  
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MARRIED WITH TWO CHILDREN

—..........  •    ' ' 80 »/» OF
1983 " 80 o/o OF SPENDABLE

TAXABLE TAX SPENDABLE SPENDABLE CURRENT AS ° / °  OF
  AWW F IC A  WACE .   DED ' WACE ' *' " " W A G E "  LAW CURRENT

o /o
------ ■5 100

150

$  6.7 0  

1 0.05

$  2 3 . 0 8  

7 3 . 0 8

$  0 . 00  
3.00

/ $  9 3 . 3 0  7 3  . $  7 4 . 6 4  $  
b k o  10 8 . 9 2

6 6 . 6 7

100 .00
1 1 1 .96 

1 0 0 . 9 2
200 13.*10 

1 6.75

123 .0 8

173.08

10.30 1 7 6 . 3 0 V 1 4 1 . 0 4  

...  I O \ l \  .96 /
1 3 3 . 3 3 10 5 .7 0

250 “ 10.30 2 1 4 . 9 5 166.67 103.18

300 2 0 . 10 2 2 3 . 0 8 2 6 . 3 0 2 5 3 . 6 0 /52 0 2 . 8 8  3 0 t (> , 200 . 00 101.4*1

350 23 .*) 5 

2 6 . 8 0

2 7 3 . 0 8

3 2 3 . 0 8

3 5 . 7 0 2 9 0 . 8 5

3 2 8 . 0 0

A / 2 3 2 . 6 8  2 Q 5 ' / 2 3 3 . 33

2 6 6 . 6 7

9 9 . 7 2
---------- noo 4 5 . 2 0 / 3 2 6 2 . 4 0  2 ‘/  f  < ' 90 .40

U50 3 0.15 3 7 3 . 0 3 5 5 . 8 0 3 6 4 . 0 5 / > 2 9 1 .24 3 Lj 7 L! 30 0 . 0 0 9 7.00

500 3 3 . 5 0 4 2 3 . 0 8 6 7 . 8 0 3 9 8 . 7 0 / > 3 1 0 . 9 6  Y C P  7 33 3 .3 3 9 5 . 6 9

550 3 6.85 4 7 3 . 0 8 0 0 . 5 0  .. 4 3 2 . 6 5 ’ ' / 0 3 4 6 . 1 2  3 / / ^ /  ■ 

7 3 7 2 . 6 4  

2  390 .20 3 J  W

3 6 6 . 6 7 9 4 . 4 0

600 *10.20 52 3 . 0 8 9 4 . 0 0 4 6 5 . 0 0 4 0 0 . 0 0 9 3 . 1 6

650 *13.55 5 7 3 . 0 0 1 0 0 . 6 0 4 9 7 . 0 5 43 3 . 3 3 9 1 . 9 1

---------“700 - *16.90 6 2 3 . 0 0 12*1.60.... 5 2 0 . 5 0 S 4 2 2 . 8 0  J ? / / 7 466 .6 7 9 0 . 6 0
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TABLE 1

MARRIED WITH TWO CHILDREN

TAXABLE 
WACE .

1903 

TAX 
■DED "■

SPENDABLE
80 o/o O F  

SPENDABLE 
""W AG E----

CURRENT
LAW

80 o/° OF 
SPENDABLE 
AS o/o O F  

CURRENT

— ... $  100 • • $  6 . 7 0 $  2 3 . 0 8 • $  0 . 0 0 • \ ? 0 $  9 3 . 3 0 / /  

1 3 6 ^ 1 5 ^150 1 0.05 7 3.08 3 .00

200 13.40 12 3 . 0 8 1 0.30 1 7 6 . 3 0
---------- 250 1 6.75 1 73.08 ” - 1 0.30 "......... 2 1 4 . 9  5 *•

300 20 . 10 2 2 3 . 0 8 2 6 . 3 0 2 5 3 . 6 0

350 2 3 . 4 5 2 7 3 . 0 8 3 5 . 7 0 2 9 0 . 8 5

-- -------- 4 0 0 ... 2 6 . 8 0 323 .0 8 ■ 4 5 . 2 0 ........ 3 2 0 . 0 0  ..

450 30.15 3 7 3 . 0 8 5 5 . 0 0 ’ 3 6 4 . 0 5

500 3 3 . 5 0 4 2 3 . 0 8 6 7 . 8 0 3 9 8 . 7 0

...... 550 36.85 4 73 . 0 8 8 0 . 5 0 4 3 2 . 6 5  "

600 4 0 . 2 0 5 2 3 . 0 8 9 4 . 0 0 4 6 5 . 8 0

650 4 3 . 5 5 5 7 3 . 0 8 1 0 0 . 6 0 4 9 7 . 8 5

i 1 s i

O o 4 6 . 9 0 6 2 3 . 0 8 ' *• 124 . 6 0 - " "  5 2 0 . 5 0 "
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1,400 9 3 . 8 0 1323. 0 0 3 0 0 . 3 0 9 2 5 . 9 0

1,500 10 0 .5 0 1423 . 0 0 4 1 7 . 3 0 90 2 . 2 0

-------  1 , 6 0 0 -  • 1 0 7 . 2 0 1 5 2 3 . 0 0 ...... 4 5 4 . 3 0 " .......  1 0 3 0 . 5 0
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I n t r o d u c e d :  4 / 4 / 8 3
R e f e r r e d :  L a b o r  & C o m m e r c e

BY  T H E  ' U L E S  C O M M I T T E E  BY
1 IN  T H l. w O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

2 H O U S E  B I L L  NO. 319

3 IN 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

4 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

5 A  B I L L

6 F o r  a n  Act enti t l e d :  " A n  A c t  r e l a t i n g  to the M u n i c i p a l  B o n d  B a n k  A u t h o r i -

7 ty; a n d  p r o v i d i n g  fo r  a n  e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L ASKA:

9 S e c t i o n  1. AS 3 9 . 2 5 . 1 1 0 ( 1 2 )  is a m e n d e d  to read:

10 (12) the e x e c u t i v e  s e c r e t a r y  [AND L E G A L  C O U N S E L ] of the

11 A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y ;

12 *  Sec. 2. AS 3 9 . 2 5 . 1 2 0  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

13 (19) e m p l o y e e s  a n d  agents, o t h e r  t h a n  the e x e c u t i v e  s e c r e -

14 tary, of the A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y .

15 * Sec. 3. AS 4 4 . 8 5 . 0 4 0  is a m e n d e d  to read:

16 Sec. 4 4 . 8 5 . 0 4 0 .  O F F I C E R S L [AND] QUORUM. A N D  M E E T I N G S . (a) T h e

17 d i r e c t o r s  s ha l l  elect: one of t h e i r  n u m b e r  as cha i rm a n .  T h e  d i r e c t o r s

18 shall elect a s e c r e t a r y  a n d  a t r e a s u r e r  w h o  n e e d  no t  be d i r e c t o r s ,  a n d

19 the sam e p e r s o n  m a y  be e l e c t e d  to serve b o t h  as s e c r e t a r y  a n d  t r e a s u r -

20 er. The p o w e r s  of the b o n d  b a n k  a u t h o r i t y  are v e s t e d  in the d i r e c -

21 tors, and t h r e e  d i r e c t o r s  of the b o n d  b a n k  a u t h o r i t y  c o n s t i t u t e  a

22 quorum. A c t i o n  m a y  be t a k e n  an d  m o t i o n s  and r e s o l u t i o n s  a d o p t e d  by

23 the b o n d  b a n k  a u t h o r i t y  at any m e e t i n g  by the a f f i r m a t i v e  v o t e  of at

24 least three d i r e c t o r s .  A  v a c a n c y  in the d i r e c t o r s h i p  of t he  b o n d  b a n k

25 a u t h o r i t y  d oes not i m p a i r  the right of a q u o r u m  to e x e r c i s e  all the

26 p o w e r s  and p e r f o r m  all the d u t i e s  of the b o n d  b a n k  a u t h o r i t y .

27 (b) T h e  b o n d  b a n k  a u t h o r i t y m ay m e e t  a n d  t r a n s a c t  b u s i n e s s  b y  a n

28 e l e c t r o n i c  m e d i u m  if (1 ) p u b l i c  n o t i c e  of the time a n d  l o c a t i o n s  w h e r e

29 the m e e t i n R  w i l l  be h e l d  b y  a n  e l e c t r o n i c  m e d i u m  h a s  b e e n  g i v e n  i n  the

-1- HB 319
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same m a n n e r  as if t h e  m e e t i n g  w e r e  h e l d  in a s i n g l e  loc a t i o n;  (2 ) 

p a r t i c i p a n t s  a n d  m e m b e r s  of the  p u b l i c  i n  a t t e n d a n c e  c a n  h e a r  a n d  h a v e  

t h e s a m e  r i g h t  to p a r t i c i p a t e  in th e  m e e t i n g  as if th e  m e e t i n g  w e  

c o n d u c t e d  i; pers o n ;  a n d  (3) c o p i e s  of p e r t i n e n t  r e f e r e n c e  m a t e r i a l s ,  

s t a t utes, r e g u l a t i o n s . a n d  a u d i o - v i s u a l  m a t e r i a l s  a r e  r e a s o n a b l y  

a v a i l a b l e  to p a r t i c i p a n t s  a n d  to the p u bl i c .  A  m e e t i n g  b y  a n  e l e c­

t ro n i c  m e d i u m  as p r o v i d e d  in this s u b s e c t i o n  h a s  the sam e  l eRal e f f e c t  

as a m e e t i n g  i n  p e r s o n .  

f Sec. 4. AS 4 4 . 8 5 . 0 7 0  is a m e n d e d  to read:

Sec. 4 4 . 8 5 . 0 7 0 .  STAFF. T h e  bor»d b a n k  a u t h o r i t y  s h a l l  e m p l o y  an 

e x e c u t i v e  s e c r e t a r y  w h o  m a y  w i t h  the a p p r o v a l  of the b o n d  b a n k  a u t h o r­

ity s e l e c t  a n d  e m p l o y  a d d i t i o n a l  s t a f f  as n e c e s s a r y .  E m p l o y e e s  and 

a g e n t s  of the b o n d  b a n k  a u t h o r i t y  o t h e r  t h a n  [LEGAL C O U N S E L  AND] the 

e x e c u t i v e  s e c r e t a r y  are in the p a r t i a l l y  exempt: [ C LA S S I F I E D ] s e r v i c e

u n d e r  AS 39.25. I n  a d d i t i o n  to its s t a f f  of r e g u l a r  e m p l o y e e s ,  the 

b o n d  b a n k  a u t h o r i t y  m a y  c o n t r a c t  for a n d  en g a g e  the s e r v i c e s  of the 

b o n d  c o u nsel, c o n s u l t a n t s ,  ex p e r t s ,  an d  f i n a n c i a l  a d v i s o r s  the b o n d  

b a n k  a u t h o r i t y  c o n s i d e r s  n e c e s s a r y  for the p u r p o s e  of d e v e l o p i n g  

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

p r o c e e d i n g s .

*-"See. 5. AS 4 4 . 8 5 . 1 0 0 ( b )  is a m e n d e d  to read:

(b) Th e  b o n d  b a n k  a u t h o r i t y  sh a l l  i n c l u d e  in the r ep o r t  r e q u i r e d  

by (a) of this s e c t i o n  a n  e s t i m a t e  of the am o u n t of r e v e n u e  b o n d s  of 

the b o n d  b a n k  a u t h o r i t y  to be i s s u e d  d u r i n g  the .fiscal y e a r  f o l l o w i n g  

t h e f i s c a l  y ea r  in w h i c h  the r e p o r t  is s u b m i t t e d  [12- m o n t h  pe r i o d ] .  

T h e  b o n d  b a n k  a u t h o r i t y  m a y  not i s s u e  r e v e n u e  b o n d s ^  o t h e r  t h a n  r e­

fu n d i n g  b o n d s  dtui&tg any f i s c a l  y e a r  [12 m o n t h  period] b e g i n n i n g  a f t e r  

J u n e  30, 1981, u n l e s s  the l e g i s l a t u r e ,  b y  law, a p p r o v e s  the e s t i m a t e

r e q u i r e d  by this s u b s e c t i o n  fo r  that fi s c a l  y e a r  [12- m o n t h  p e r i o d ] .
^  ifj o Is S O  •" k-**^

3 1 9 3 -2-



1 * Sec. 6 . A S  4 4 . 8 5 . 1 8 0 ( c )  is a m e n d e d  to read:

2 (c) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  of (a) an d  (b) of this sec-

3 tion, t h e  t o c a l  am o u nt  of b o n d  b a n k  a u t h o r i t y  b o n d s  a n d  n o t e s  out-

4 s t a n d i n g  at a n y one time, e x c e p t  b o n d s  or n o t e s  i s s u e d  to f und or

5 r e f u n d  b o n d s  o r  notes, m a y  n o t  e x c e e d  $ 2 0 0 , 0 0 0 , 0 0 0  [ $ 1 5 0 , 0 0 0 , 0 00 ] ,

6 * Sec. 7. T h i s  A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.-

7 1 0 .070(c).
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S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J u n e a u

M a r c h  31, 1 9 8 3

T h e  H o n o r a b l e  J o e  L. H a y e s  
S p e a k e r  o f  the H o u s e  
A l a s k a  St te L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. S p e a k e r :

U n d e r  t h e  a u t h o r i t y  of art. Ill, sec., 18, of t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to the 
A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y .

T h e  b i l l  a m e n d s  A S  3 9 . 2 5 . 1 1 0 ( 1 2 ) ,  3 9 . 2 5 . 1 2 0  a n d  A S  4 4 . 8 5
b y  d e l e t i n g  t h e  w o r d s  " l e g a l  c o u n s e l "  a n d  m o v i n g  the a u­
t h o r i t y ' s  e m p l o y e e s ,  o t h e r  t h a n  the e x e c u t i v e  s e c r e t a r y  
(who is in the e x e m p t  s e r v i c e ,  u n d e r  A S  3 9 . 2 5 . 1 1 0 ( 1 2 ) ) ,  
f r o m  the classi 'lied s e r v i c e  to the p a r t i a l l y  e x e m p t  s e r­
v i c e  (secs. 1, 2, and 4 o f  the b i l l ) ,  a u t h o r i z i n g  the
a u t h o r i t y  to h o l d  m e e t i n g s  by  a n  e l e c t r o n i c  m e d i u m  (sec. 
3), and i n c r e a s i n g  b o n d i n g  a u t h o r i z a t i o n  f r o m  $ 1 5 0 , 0 0 0 , 0 0 0  
t o  $ 200,000,000 (sec. 6).

A S  4 4 . 8 5 . 1 0 0 ( b )  c u r r e n t l y  r e q u i r e s  a n  e s t i m a t e  of the 
a m o u n t  o f  b o n d s  to be i s s u e d  for t h e  " f o l l o w i n g  12- m o n t h  
p e r i o d . "  The a m e n d m e n t  to t h a t  s e c t i o n ,  in sec. 5 of the 
t i l l ,  m a k e s  it c l e a r  t h a t  t h e  e s t i m a t e  is for t h e  f i s c a l  
y e a r  f o l l o w i n g  t h e  f i s c a l  y e a r  in w h i c h  the e s t i m a t e  is 
s u b m i t t e d  and n o t  for t h e  12- m o n t h  p e r i o d  f o l l o w i n g  the 
s u b m i s s i o n  of t h e  e s t i m a t e .

S e c t i o n  6 of t h e  b i l l  i n c r e a s e s  the l i m i t  on the t o t a l  
a m o u n t  of  o u t s t a n d i n g  b o n d s  a n d  n o t e s  from. $110,000,000 to 
$ 2 0 0 , 0 0 0 , 0 0 0 .  The a u t h o r i t y  c u r r e n t ] y  h a s  o n l y  
$ 1 8 , 0 0 0 , 0 0 0  l e f t  u n d e r  its p r e s e n t  s t a t u L o i ^  l i m i t a t i o n ,  
and it e s t i m a t e s  t h a t  a t  l e a s t  $ 6 0 , 0 0 0 , 0 0 0  w o r t h  o f  i s s u e s  
a r e  n o w  b e i n g  d e v e l o p e d .  T h e  i n c r e a s e  to a $ 2 0 0 , 0 0 0 , 0 0 0  
l i m i t  w o u l d  a l l o w  the a u t h o r i t y  to o p e r a t e  for at l e a s t  
a n o t h e r  y e a r  w i t h o u t  t h e  n e c e s s i t y  for an a d d i t i o n a l  a d ­
j u s t m e n t  to the s t a t u t o r y  limit.

S i n c e r e l y ,

I

G o v e r n o r



-cQlJEST 

8 1 TTTkb s cIu t i cn Nc . : H B  319
• I .  FISCAL 0 1. i n i L

Aoercv Affected: Revenue

• t I e : Alaskc Mup~icips' Rcrr Ŝ Jlk -11 r h n r j ry
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IV. ANALYSIS:

Additional increase 
million in Section 6 will require an appropriation for funds 

leveraging. Ten percent of the FY 84 borrowings must be backed up by 

leveraging reserves. A $30 million bond sale program will require 

$3.0 million in appropriations.

We have asked for $3.0 million in the Governor's Capital 3udget to 

provide the reserve account for the $30.0 million worth of bonds.

u  o u
in bonding authority from $150 million to $200



S t  a  :

W A L T  F U R N A C E .C H A IR M A N  
R IC K  U E H L IN G .  V IC E  C H A IR M A N

J O H N  C O W D E R Y  
N I IL O  E .  K O P O N E N  

H U G H  M A L O N E  
J O H N  R IN G S T A D  

R O N  W E N D T E

H o u s 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

A p r i l  19, 1983

To: R e p r e s e n t a t i v e  W a l t  Furnace, C h a i r m a n

H ouse L a b o r  & Commerce C o m m ittee

From: Jef
k .

f e r s o n  B. B a r r y  (J— -

P r o f e s s i o n a l  A i d e

Re: H o use Bill 319

House Bill 319 w a s  introduced by the G o v e r n o r  and 

relates to the M u n c i c i p a l  Bond Bank. The b i l l  i n c r eases the 

b o n d i n g  a u t h o r i z a t i o n  by $50 m i l l i o n  to $200 mill ion, allow 

m e e t i n g s  to be c o n d u c t e d  e lectron ically, c l arify  reporting, 

and p l a c i n g  the employees of the a u t h o r i t y  in the p a r t i a l l y  

exempt service.

^ S e c tion 1 of the bill deletes the w o r d s  AND L E G A L  

C O U N S E L  from the curre nt law. This m e a n s  that if the 

a u t h ority were to hire (as staff) legal counsel that they 

w o u l d  not be in the exempt service, but w o u l d  be in the 

p a r t i a l l y  exempt service of the State P e r s o n n e l  Act.

^ Section 2 of the bill places the empl oyees in the 

p a r t i a l l y  exempt service.

^Secti on 3 of the bill provides a n e w  section,

AS 44.85 .040 (b) w h i c h  w o u l d  allow the a u t h o r i t y  to m e e t  and 

transact b u s i n e s s  by an electronic medium. This m e t h o d  of 

c onducting m e e t i n g s  has been used by other agencies,



i n c l uding L e g i s l a t i v e  Council, and p o t e n t i a l l y  could be a 

cost e f f e c t i v e  and timely m e t h o d  of c o n d u c t i n g  meetings.

* S e c t i o n  A of the bill r e l a t e s  to staff. Last year, 

the a u t h o r i t y  r e q u e s t e d  to h a v e  these employee 

c l a s s i f i c a t i o n s  p l a c e d  in the p a r t i a l l y  exempt service 

t h r o u g h  HB69A. The t e s t i m o n y  of the a u t h o r i t y  wa s that 

there w e r e  only e mployees of the a u t h o r i t y  (executive 

di r e c t o r  and e x e c u t i v e  secretary) and there was no 

a n t i c i p a t i o n  b y  the a u t h ority of h i r i n g  more employees in 

the n e x t  year. Legal work, financial advising, etc. w a s  all 

done on contract and the a u t h orit y w a s  p l a n n i n g  on 

co n t i n u i n g  this method.

The l e g i s l a t u r e  did not place the employ ee 

c l a s s i f i c a t i o n s  in the p artially exempt service for three 

m a i n  reasons. First, if employees are p e r f o r m i n g  w o r k  w h i c h  

is of a n a t u r e  to legiti m a t e l y  place them in the p a r t ia lly 

exempt service there is a m e c h a n i s m  for c l a s s i f y i n g  them 

p a r t i a l l y  ex empt u n d e r  A? 39.25.130. A r ticle XII, Sect ion 7 

of the A l a s k a  C o n s t i t u t i o n  r e q uires  the state to have a 

p e r s o n n e l  s y s t e m  b a s e d  or. merit. Second, in v i e w  of 

d e c l i n i n g  state revenues, it was felt the a u t h ority should 

not, or ha ve the po tential to, b e co me p o l i t i c a l  in n a tur e 

and scope. It was p e r c e i v e d  that if all employe es served at 

the p l e a s u r e  of the Governor, then all employees w ould 

report, analyze, recommend, and 'testify consistent w i t h  the 

G overnor's p o l i c y  r ather than on a sound fiduc i a r y  basis.

The p o t e n t i a l  w a s  that if the fiscal experts u n d e r  contract 

m a d e  r e c o m m e n d a t i o n s  or advised action contrary to the 

G over nor's policy, they could be repl a c e d  by in-house 

employees w h o  serve at the p l e a s u r e  of the Governor. Third, 

since there w e r e  no employees in these c l a s s i fica tions and 

no stated intent to h i r e  any, the legisl ature did not w a n t  

to e n c o u r a g e  additions to the b u r e a u a c r a c v , especi ally by 

p r o v i d i n g  p o s i t i o n s  w h i c h  could be filled by po litical 

p a t r o n a g e .



^ S e c t i o n  5 of the bill is c l a r i f y i n g  l a n guage w h i c h  

m a k e s  it clear that the estimate c o n t a i n e d  in the r e q u i r e d  

r e p o r t  is for the f o l l o w i n g  fiscal year.

^ S e c t i o n  6 of the bill increases the limit on the total 

of o u t s t a n d i n g  bonds and notes to $ 2 0 0 , 0 0 0 , 0 0 0  from 

$150,000,000.


