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(Alaska Jé&tafe 'Jlegtglature

House of Representatives

Pouch V
N _ State Capitol
Official Business Juueau, Alaska 99811
M EMORANDUM

January 19, 1984

TO: Representative Cowdery, Chairman
House Labor S Commerce

FROM: Representative Joe

SUBJECT: HB 497 - Overcrowding in Schools

On Tuesday, January 26th, the Committee on Labor & Commerce will be
hearing HB 497, which is a bill that | sponsored. | feel this is
important legislation and therefore appreciate your committee's
willingness to give this legislation a fair and complete hearing.

The bill is important because it deals with the quality of education here
in Alaska. A quality that is eroding away. In fact, as you may already
be aware, our students graduation rates and test scores are falling. |
find this to be unacce* table. | think we can do better.

That is why | introduced HB 497. This bill will provide the
opportunity for school board members and teachers to meet together so
they can negotiate on class size. This is important because if we can
reduce class size we can increase student achievements and, once

again bring our education standards up to the quality we all expect and
need.

The issue of class size is not new. It was brought to the attention of
the state Supreme Court several years ago. At that time the Court
suggested, "It would be helpful if the le<rslature, through future
enactments provided specific guidance on a number of items which
unions seek to negotiate.”. Thus, the Supreme Court is inviting a bill
such as HB 497.

In that same opinion, the Court also asserted that under the Alaska
Constitution, Article VII, Section |, the legislature has exclusive domain
over education in the state. | believe that we members must respond tn
this obligation and pass legislation that can, in a cost effective manner
deal with some of our schools problems.



Representative Cowdery
January 20, 1984
Page 2 of 2

| believe this bill will do just that. It will provide the opportunity to
reduce class size and therefore increase student achievement. | hope
you will support this legislation with me and believe, as | do, that
something must be done and done now. Students are flocking into the
Anchorage, Matsu and Kenai districts. Class size is putting a terrible
burden on our teachers abilities to provide an effective and efficient
learning environment. This bill will at least provide the opportunity to
deal with class size and do so at the local level so we can mail .din the
local control over schools that we all want.

You will note that | have also enclosed some additional backup
information for your review. If you have additional questions to be
answered before the hearing on Thursday, please call.

Thank you for your time and consideration in regards to this matter.

cc. Representative Furnace
Representative Ringstad
Representative Uehling
Representative Wendte
Representative Koponen
Representative Pestinger



despite pay
In schools

from staff.and wire reports

In the past decade, Alaska has
retained the distinction of having
the best-paid teachers in the country
and has reduced the student-teacher
ratio in the classroom, but the drop-
out rate has been increasing and test
scores have bheen fallm?. _

_ The numbers are not so discourag-

*ing in Anchorage as in other parts of
the state, says Anchorage School
District Superintendent Gene E'avis.
. The statewide composite is drawn
from figures released Thursday by
the U.S. Department of Education.
Secretary T.H. Bell said the statis-
tics show that the school systems
that spend the most m ney don’t
necessarily get the best resulfs,

\The dafa compares figures in 1982
to 1972 and puts them into national
perspective. . o

Alaska teachers’ salaries in 1982
averaged 829,000. The District of
Columbia is second at §22,883. The
national average is §17,360.

In 1972, Alaska led the way at
$14,124, followed by New York at
$11,400. The national average v/as
$9,615.. _

During that 10-year period, the
number “of students per class in
Alaska schools declined from 21 to
16, moving Alaska from 18th in the
country to a tit for eighth. The
natlggal average declined from 22.3
to 189.

But Alaska’s graduation rate de-
clined from 79.3 percent to 71 Rer-

cent, dropplngr it from 25th to 38th in
the country. The national rate went
from 77.2 percent to 72.8 percent.

Alaskans’ scorjs on the American
College Test fAC ) fell from 19.6 to
18.7 (on a scale of '1to 36). National-
If" the ACT scores went from 155 to
135 so Alaska’s standing actually
improved from a tie for 15th to a tie
for_13th. _

The dropout rate in Anchorage

appears to be declining, Davis said
As for test scores, he acknowled%ed
a decline last year in Anchorage, but
said average  mst scores here are
nevertheless higher than the state or
national average. _
_ The higgest problem in Anchorage
Is the high turnover rate of students
each year, Davis said. Famllty mobil-
ity resulted in a 35 percent furnover
rate last year, he said.



The Glass Size/Achievement Issue:
New Evidence and a Research Plan

by Leonard S. Cahcn and Nikola N. Filby

Using "meta-analysis,"” Gene Glass arid Alary Lee Smith have discovered
important student achievement gains when class size is reduced to 15 or below. Cahcn and
Filby arc now involved in intensive field study of the whys and hows of these gains.

n the &verage, student achieve-
mem inicreases as class size is re-
and (he advantage rises sharply for

MeeS 0f 15 and below. Reductions in size
of from, say, 2S to 25, are pioicctcd to
make only a small difference in average
achievement.

these arc perhaps tti: most significant
conclusions reached in a new ‘‘meta-
analysis” of half a century of research,
performed as part of a project in class size
and instruction being conducted by the
Far West Laboratory for Educational Re-
search and Development with National
Institute of Education funds.

Gene Glass and Mary Lee Smith of the
University of Colorado were responsible
for the meta-analysis. At the same time, a
complementary and converging approach
to the question of class size/nchievemcnt
relationships was undertaken and is con-
tinuing. A small number of field studies
were designed in which class size is ex-
perimenially controllea and intensive
observation of classioorn procedures is
being conducted. A chief object ii to find
out what aspects of instruction ;r. smaller
clr.ssr.c account for the achievement ad-
vantages.

The remainder of this article will detail

I.COSARD S CAHCN . director and
SiKOI.A S. FILflY associate dnccior of the
Class Si r and Instruction Rro/rct, Car Il'est
“rpional Laboratory, San frar.cnco. The
tltidi reim-trd hare >ji produce! unde' SIC
fram So Qtl.SIfi-G.Tf-0IQ.1.

Car.cn ant! Kilny mhc io «* 'io*itdee the
help ar-il support i>/ Joseph |.menin w.ri lir.
i«... Ki'Cher oj the \ctiiuia: Inuiiiii
/.duration. Seine sui'/mrtj,.r the prn-ecl came
Jrymt the | ratine S.no,ws V-r'?mii:, t enterjor
trr Studi id c\a,uunor, LCCA, SIC .eunit
S0 oh-sil G.tsa:}.

rm delta >app,\n

the procedures, findings, conclusions, and
policy implications of the Far West proj-
ect.

For the research synthes i, «a felt that
the new approach called meta-analysis
would prove tc be a powerful way of re-
solving some of the inconclusive findings
reported in the litctature. Glass, a primary
developer c¢f meta-analysis methodology,
reported that the class size/student
achievement literature might lend itself to
the technique.1

*Meta-analysis provides a method for
ithe statistical integration of data across
many studies.; Studies of psychotherapy
anci tutoring, among other fields, have
already been integrated via meta-analysis.
Meta-analysis proceeds by calculating the
size of one oi more measures of effect in
each study, then pools these measures as
data points lor further analysis. In the
ease of class size studies, each data point
is a measure of the difference in achieve-
ment between two classes of diffcient size.

Glass and Smith fust obtained and
read some 300 repotis, publications,
theses, etc., that reported findings on
d.vs size and achievement. The search
was mad: through ERIC, dissension ab-
stiarts, research reports and reviews,1and
from nominations and suggestions from
other researches. Glass an.; Smith found
current reviews by Doris Ryan anJ T. Fair
Greenncld’ ana C. 1). L.allrur. R. J.
Sumner, ana E. Witronlvery helpful. On-
ly 77 ol th: 300 documents could tie used.
They yielded "2: comparisons of achieve-
ment in different class si..es. .Many studies
yielded multiple s** oi data. For example,
one might report .vlbom-mcni data for
read.n., tnuthitn.ipcs. mid sennec for
three print,* levels, Cuts yielding, nine com-
parisons. The studies provided a data set
based on r.enrlj DOOLHIO ;uptls and

spanned over half a century. Sixty-five
percent of tlic comparisons were obtained
from journals, approximately 16co from
books, and 11To from unpublished
sources. Approximately 570 came from
theses, a source not generally tapped in
prior examinations of the 'literature.
Approximately 5Gc'v of the comparisons
were obtained on children whose ages
ranged fiorn 5 to approximately 111
years.

As expected, most of the studies com-
pared ciass size in the range of 20 or
large;. Comparisons of classes of about 26
pupils with classes of more than 30 were
common, 10 wills 20 far less so. For many
years researchers expected to see dramatic
differences between class sizes of 25 and
28.

Glass and Smith define class size as the
pupil-to-insiructor ratio (P/I). One
tcachrr with 30 pupils gives a IVI of 30,
two with 30 a f’/i of 15. One i-.icher do-
ing supplementary math instruction wi'h
four pupils gives a I’/1 of four. The search
for an appropriate descriptive ratio has a
long history in the research on class size.6
Any ratio is, at best, a crude indicator of
how much tcacncr attention any pups! re-
ceives. One hopes that as die to-.al number
of pupils in a class decreases, the teacher
will be able to provide more appropriate,
persona! instruction for every y.'pii. How
to help teachers take advantage of reduc-
tion in total class size becomes a crucusl
issue, to be discussed later.

Glass and Smith define ’*.i lia” as a
key concept. A statistical index of the
achievement advantage of on*' size class
over another aze class, delta is defined
as the mean achievement seme for the
srr.r.tler class in a study mmu> the nwn of
the laigvr class in the study, the uuicint.
then being divided by ike withm-croup



standard deviation. To illustrate. Class A
has 10 pupils. Class 0 in the same study
has 20. The studrnts in each ciass are
given an achievement test of 50 items. The
mean for Class A is 35. The mean for
Class His 30. The within-group standard
deviation is 10. The delta for this
hypothetical case would be .5. i.e,
(35-30)- 10. Delta ,s a standard score. Its
value can be positive, negative, or zero.
Assuming a normal distribution, a delta
of plus one is one standard deviation
above the mean and has a percentile rani;
of 84. A delta of plus .5 represents the
69th percentile.

The calculation of delta is straightfor-
ward when means and standard deviations
are given and when the standard devia-
tions arc equal, but these conditions are
not always met. Glass worked out for-
mulas for estimating delta from other
common statistics, such as a correlation
coefficient. Problems can arise in defining
the w.uun-group jianduid doi-aicr. " ™ a
lhe groups differ widely in variability. In
this case the estimate of delta may be
biased. Continued work on the methodol-
ogy of mcta-analysis, as developed by
Glass, will z.ccd to study the effects of
heterogeneous variability on the magni-
tude of deltas and t.'ic relationship of the
deltas to other variables in the studies be-
ing examined.

Of the 725 deltas calculated, 60e'bwere
positive, indicating that achievement was
higher in the smaller class. The average
delta was .09. further analysis revealed
two important inti "actions: The size of
the difference depcno "d on the sizes of the
classes being compared; it also depended
on the quality of the research design. Ef-
fects were stronger in studies having good
design characteristics — e.g., where pupils
were randomly assigned to classes or were
“matched,” or where the same teachers
or pupils participated in both the smaller
and the larger class. The average delta in
well-designed studies was .40.

To take into account the influence of
diffeicnt class sizes, a regtession model
was developed to predict delta. After
preliminary models were tried, the final
system predicted delta (advantage of
smaller over larger) front three variables:
1) number of students m the smaller ciass;
2) square of the number of students in the
smaller class; 3) diffctcncc between the
number of students tn the smaller class
and the number of students in the larger
class The repression model was used to
generate a ptaph of predicted achieve-
ment. Predicted achievement scores were
transformed to a percentile rank on a
hypothetical nationally normed standard
achievement test. The Glass-Smith curve
for wecll-dcsigneei  studies is shown in
figure I.

In this figure the curve starts to rise
most dramatically when class size is re-
duced below i; pupils. The average pupil
in class sices of 40, 20, 15, 10, and live

would be expected to scotc at the 50th,
53th, 58th, 65th, and 75th percentiles re-
spectively. The predicted outcome differ-
ence can be described in grade-equivalent
units over one school year: 1.00 years of
growth for class size 40. 1.15 years for size
20, 1.24 years fot size 15, 1.45 years for
size 10, and 1.72 for size five. These data
show an impressively large advantage for
smaller classes.

The overall difference in results be-
tween the wcll-conttolled and poorly con-
trolled studies was dramatic. The curve
for the poorly designed studies was almost
flat, indicating, at best, a very small ad-
vantage to smaller classes. Almost half of
the deltas came from the pootly designed
studies. Little wonder cla>s size research
has been so inconclusive.

Glass and Smith analyzed data sep-
arately for elementary and secondary
pupils Small-class advantages were slight-
ly stronger at the secondary level. It is our
opinion that the advantages arc too small
to lead to a conclusion that elementary
pupils would profit less than secondary
pupils if class size were reduced. There
also appeared to be no difference in re-
sults for different subject matters, such as
reading or mathematics.

The mcta-analysis reports that there is
no correlation between class size and
achievement advantage in the studies per-
formed belore I'Mu. Over half the 725
deltas were from prc-1940 studies. It is not
surprising that surveys oi the htcraiute
prior to World War Il typically concluded
that tcducing class size had no effect on
achievement.

Over the next few months \ve plan to
fit the Glass-Smtth equation to data not
analyzed when the moocl was developed.
Hits will allow us io estimate the crroi in
th: model for diflc'Ciit class size com-
parisons. We anticipate that new studies

will be identified, but. these, like those
available to Glass and Smith, will contain
few data for class size smaller than 20, the
range wc believe to be crucial.

How does one judge the importance of
the differences shown in figu:e 17 Is the
percentile advantage in achievement be-
tween class sizes of 15 and 30 big enough
to make it worthwhile to reduce size by
this much? Policy makers will have to
decide. As researchers, wr encourage the
concept of utility. We regard the delta dif-
ference between class size 30 and 25 as
relatively trivial. But the difference be-
tween class size 30 and 15 lias utility.
Enough pupils should profit to warrant
pursuing ways of creating the smaller
class. Wc acknowledge the economic dif-
ficulty of putting this judgment into prac-
tice. But wc encourage investigations of
reduced instructional group size for parts
of the school day. More on this later.

A cautionary comment about the small
changes in achievement above a class size
of 20: Achievement tests measure only
one aspect of instruction. They do not
capture the quality or humanness of the
classroom environment. Certainly larger
classes permit less relaxed interaction with
individual pupils. Teachers otten feel
overwhelmed and (rustrated.

It is also important to point out that
the Glass-Smith mcta-analysis snows the
relationship of class sic; and achievement
without any attempt to see how tins teln-
tionsliip is conditioned by a set of vari-
ables we shall call quality of iniiruclift. It
would be useful to find out whether, and
how, good and poor teaching or en-
vironmental conditions alter the curve.

The Field Studies

The Glass-Smith  meta-analysts in-
dicates that, on the average, achievement

MAr<rH



The field studies

may show how to

achieve even greater gains in small classes.

increases as class size decreases. If ihis is
true, it must be because of some chance in
classroom instiuction. With fewer pupils
to attend to. a teacher should be able ;c
improve the quantity and/ or quality of in-
struction.

P. J. Porwoll and others have conclud-
ed that many qualities of classroom in-
struction. such as increased individualiza-
tion. are improved when class size is
reduced.' Glass and Smith arc now doing
a meta-analvsis of studies relating class
size to classroom processes, student at-
titude, and teacher satisfaction. Teacher
satisfaction is an important outcome to
consider in its own right.8 It appears from
the literature search that relatively few
studies ha e s>iiemiuivuui c.\amincd ti.e
question of how class Size influences stu-
dent achievement. The field studies under-
taken by the Class Size and Instruction
Project address this question.

The basic plan of the current field
studies is to reduce class size experimental-
ly and see what changes take place in the
classroom. In each of two schools, we
work with two second-grade classes, each
taught by a single teacher. Midway
through the year a third teacher is hired
and some students from each class are
moved to the new third class. Many meth-
odologies are used to learn about the na-
ture of schooling in the larger class situa-
tion (before the split), ?nd this can be
compared with what we learn when the
classes arc made smaller after the split.

An important aspect of the field
studies is the role of the classroom
teachers. We hope to make them col-
laborators in the investigation of an im-
portant educational question. As a re-
search team, we shall form hypotheses
about whai might be different in a smaller
class, and wc shall collect evidence about
what actually changes. The teachers arc
encouraged to “tinker," i.e., try new
techniques. This means that the field
studies are noi a "clean" experimental
lest of class size but arc instead a com-
bination of class size experiment and in-
scrvice training for teachers. It is exactly
this combination that wc consider it im-
portant to study. Many people have sug-
gested that reducing class size will have no
effect if teachers do exactly the santc thing
,nasmall class as in a large one and that it
is important to help teachers take advan-
ijec of tar oppor'timts «i a .small ri,vs.*

v.e

i oy e t..; iturvnsrs if.
acmcven.etit si.oui.; '>? ever, greater than
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those shown in the Glass-Smith curve.

A major source of our perspective in
describing classroom instruction is our
previous work on the Beginning Teacher
Evaluation Study tBTES).10 In our cur-
rent work we hope to elaborate and ex-
tend the BTES model oi instruction, thus
building a cumulative research program.1l
BTES researchers, working with recond-
and fifth-grade classes, looked at a series
of questions about pupil learning in
mathematics and reading and how this
learning was related to teaching behaviors
and characteristics of classroom learning
environments. The BTES study convinced
us that the teacher controls learning con-
ditions that are positively associated with
pupu learning, for example, larger pupil
achievement gains were associated with
teacher monitoring of pupil behavior, the
teacher’s ability to diagnose pupil status
and prescribe appropriate educational
tasks (quantity and quality), and teacher
feedback. Classes with larger gains were
typically associated with teachers who
held academic goals for their pupils and
provided relatively large amounts of direct
instruction. It was also observed that the
teaching/learning environments in these
classes were supportive. Teachers did not
have to be punitive in order to have
children learn. As wc began to design our
plan for the Class Size and Instruction
Project, wc wondered how the learning
environments in classes could be changed
if we reduced the number of pupils fot
whom the teacher had responsibility. If
class size could be reduced by one-third or
one-fourth, would the teacher be able to
provide a more individualized form of in-
struction? Would the teacher be able to
diagnose pupil needs better, assign more
appropriate vvork. and monitor the work
more frequently? Would pupils’ "wait
tune" (waiting, for teacher direction or
help) be reduced? Would pupil/pupil and
pupil'teacher interaction change?

How would teachers feel about teach-
ing and their pupils when class size was
reducedl Would there be more tune lor
informal discussions with pupils? Would
there be changes in the curriculum or
learning activities such as more and dif-
ferent types of art or science lessons?
Would pupils now be allowed to talk 10
each other as they worked?

The following categories of questions

pro* uie a r*a SVioor = 1 if )eees in-
oo ... - .p-tvi-:iu>ns,
p...:l oo Lo v lan-

- - or; .f.v.ron.ncui, rule eem.iting,
itesr.p:ifns r.f.J disruptions, diagnosis,
assessment and pupil evaluation, teacher
feedback, reward systems, irncnr' expec-

tations prior to splitting, and teacher
evaluation of conditions before and alter
splitting. 1

Two schools arc participating in the
siudy. One is a rural school near Char-
loucsviiic. Virginia, directed by Gad Me-
Cutcheon of the University of Virginia.
Pupils are primarily low socioeconomic
level blacks tfi(l#»). Before they were split
in January. 1°>7y. each class had about P>
pupils. Splitting reduced the classes to ap-
proximately 13 i #ents each. Parent vol-
unteers assist’ chers.

The scco iOvA is located in Oak-
land, Caliu..ua. Both second-grade
classes prior to splitting were composed of
34 students, so size dropped to approxi-
mately 2? students per ciass after splitting
in February, 1979. Classroom aides are
used. There is a staggered reading
schedule, meaning that hair (he students
in a class come for an hour in the morning
ar.d the other half remain at the end o' the
day for their smaller group instruction in
reading. Nikola Filby, one of the authors,
teaches the class created by the sp'.it.

Methods of Data Collection

The central activity in the field study
will be to document and describe dif-
ferences in instruction fcefcre and after
splitting. Research on tcacning today is
multidisciplinary and uses many ap-
proaches to knowing. Some researchers
advocate the experimental method as tiic
most powerful way of detecting teach-
ing/learning relationships. Others feel
that understanding can best be attained by-
spending many hours in classrooms
watching the process, talking to teachers,
etc. Many researchers like ourselves think
it is wise to combine many methods: We
obsctve and record what we see, we mea-
sure some dimensions, wc ask our teach-
ers to help us understand what wc see.
Our methodology includes both qualita-
tive and quantitative approaches. The
Oakland and Virginia researchers have
developed dcsc.liptions of different ap-
proaches to inquiry being used in the
study under the following headings: 1)
"case study" observation, 2| interviews
with teachers, 3) systematic, quantitative
observation, 4) tcacr.er journals, 5)
achievement testing. 6) samples of student
work, 7) photographs, and 8) later follow-
up.r

Keportinj* the Finding,s

The detailed case studies of each class
will be a major lorm tor reporting our
study findings. The case studies will docu-

any Inances between instruction m
the lasire ciass phase and the small-cl.Vsi
phase. \si. hope to discover whether
changes in instiuctmn ate a function of
reduced class sife. The case studies will
also addtei.s mote general oucaicns about
important characteristics oi classroom in-



struction that should be understood re-
gardless of c'.2ss size.

It is our goal to blend the info:motion
obtained from the case studies, teacher
locs, and interviews with the information
obtained through quantitative rcccres.
The "numbers” gathered by systematic
observation may help tell us t/ changes
took place after splitting. The otner
sources of information can then, we nope,
tell us how the changes took place.

Issues and Policies

To date, major reviews of the literature
on class sue have reported conflicting
findings in the research.14 Some stuoies
supported smaller class sizes; others did

it. Reviewers generally found the

:rature_c.q~p'ex and inconclusive. Some

shewers became pessimistic about the’

ue 'of sraalier classes.l5 The Glass-

nith. met.-analysis is-unique because it
Ji

et 2% -

reveals genera! trends. Previous reviews

"and the conclusions drawn from them

were primarily reached from an "arm-
chair" synthesis of the literature. Studies
were classified as supportive of smaller
class size, larger class size, or in-

. conclusive. The classifications were guid-

ed by the statistical significance reported.
No evaluation was given in the counting

" or classification procedure to s'u lies near-

ing conventional levels of significance.

. For example, studies showing probability

levels greater than .05 voidd typically be
classified as nonsignificant and thus be
placed in the inconclusive category. In
contrast. Glass and Smith used ail the
available data to develop a continuous

. distribution of effects and therefore move

their analysis beyond the nominal clas-
sification of supportive (favoring smaller
classes), nonsupportivc (favoring larger
classes), and inconclusive (failure 10 reject
the null hypothesis). We feel that the new
findings by Glass and Smith present a
convincing case that average achievement
increases as ciass size decreases. especlLy
when class size is below .0 pupils per
class. Earlier arguments that smaller
classes cannot be justified on the basis of
icsi score: must be reexamined in light of
the Glass rtp.uh findings.

We r::rt faint act, howevisr. that
there a'o r.ar.'- exceptions to the cnsral
trend, b.vj.ie; is n”t al.vuy: rettcr.
Previous reviews ot the literati.:c have
ccr.e acou nset:.:.“l: u-p o:disc:.~.ng tne
lirm.itia, c: pa;: «jd..t of class size and
exp.:;;r.i. ¢ *S .u:r. tne arez :m:>t
r.cp.i tos* m.v'ie- a. interact!vs — u

5?

iXo surplus, only underutilized teachers.

Glass-Smith analyses did not find any
general interactions in the data; mat is.
class size effects were not noticeably dif-
ferent for children of different ages or
abilities or studying different subjects.
But there were many instances in the data
where small classes did not produce
superior achievement. Two possible ex-
planations are the nature of "the teaching
that takes place and imprecision in the
construct "class size."

As discussed eariier. a number of peo-
ple have pointed out that the effect of
class size depends on the intervening
classroom instruction. Poor teaching will
..ct be effective, even in a small class.
Teachers may need heip in learning to use
"uc pry"m'-1 in th* small-class
situation. We arc exploring this issue in
the field studies. Certainly anyone who
plans to reduce class size should plan also
to support and educate personnel to
tcaiizc the potential.

From discussions of class site in the
literature, it is clear that better designs arc
needed if w« arc to understand the com-
plexities of instruction and how the.
complexities arc influenced by the some-
times poorly defined global term "class
size." DonalJ Pidgeon has described
other characteristics of students and
classrooms that influence the size of the
job facing a teacher.” He mentions
homogeneity of pupils, classroom space
available, and ancillary assistance
available in the classroom. The concept of
teacher load is discussed in tne literature.
While the term is usually used to otscribz
the teaching responsibilities of secondary
tcdchers. it applies to the elementary
school as well. A teacher who has respon-
sibility for grading essays probably has a
different out-of-school workload than a
shop teacher. The teacher who has many
students learning English as their sect nd
language has additional teaching burdens.
The pioHems created by disruptive i'tt-
dcms must be reckoned with in assessing
teaching load revponsiuiii:::-. The Class
Size Committee of the Looi (California)
Education Association hn» attempted to
weight factors in the classroom (i.e.,
number of slow learners, hyperactive
pupils. Liiiitr.uisl pstpus. etc.) in adjusting
das* size sc mat u better reflect' the range
of itachmc responsibilities. « MI of thc:c
issue’- .rc.ue complications in vunplifis..
"tioc di.r o» e sce,

0 nave

in collaboration with Gene Glass and
Mary Lee Smith, wc.shall commission re-
action papers to tne mcta-analysis on class
size and achievement and the second
meta-analysis dealing with the relation-
ship of class size and classroom processes,
teacher satisfaction, and pupii affect.
Within our funding restriction wc snail
seek reaction papers from teachers, ad-
ministrators, economists, and researchers.
These papers will serve to clarify and
highlight the different viewpoints on ciass
size and the trade-offs that must be made.
In the end. individual "ates, communi-
ties, or parents must make their own value
judgments.

We would hope that vn discussions of
class size many different alternatives will
be considered. The data suggest that there
is relatively little pay-off for small overall
reductions (e.g.. 23 to 25). Attention
should be given to ways to make larger re-
ductions in more limited situations. Flexi-
ble arrangements within a schooi might
allow the creation of smaller instructional
groups for part of the school day or for
those students most in need of closer
.upcrvision or individual attention. Some
school districts usz a staggered schedule so
that students spend part cf the day in a
smaller class. Faraprofcssionals can help.
The use of nonprofcssional instructional
staff (aides, parent volunteers, and pupil
tutors) deserves careful attention. R. G.
Stennctt, A. L. I'ycr and Robert M. Mc-
Clure, and Beatrice A. Ward and William
J. Tikunoff have discussed issues relating
to the use of nonccrtificatcd personnel in
classroom instruction.’5 We would also
hope that schools examine ways to rehire
some of the many talented teachers who
have lost their positions or cannot find
teaching, positions. We share the positions
of John Corbaily:0 and Herbert Walberg
anti Sue Binzur Rasher-'1 that the large
number of unemployed teachers should be
viewed as an underutilization of talent,
not as a sutplus. It is interesting, to ponder
what instruction in schools could be with
two professionals teaching 30 pupils, at
least for reading and mathematics in the
primary grades.

We arc concerned that the Smith-Glass
curve may br. interpreted by "budget at
any cost" school atimimsirstots and
"linens to mean that class s:zc car. be in-
creased bevonci 30 pupils without achieve-
ment deficit or othct consequences.

ii; .tinle srtts tit; ;:
, ., ’(liiMaer only student .ic.h eve-
& ».>ine. Gliss and Pm.th are
nti> ,i-;;splviinc a secouj metti-
ati.vyiii t>r on: project. This ar.atysts will

fCor tWVCI/ nil pave i till
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Class Hiae/Achievement
fContinued from pap.e -19)

cvaii'iinc rc.attwtiwi.i); oi c.ass s./e, i:i-
sirjctional processes, teacher morale, and
p.ipil affect. The studies will include
pieces of research that previously have not
bren integrated into most of the literature
reviews. Their report is scheduled for
publication later this spring. Wc can an-
ticipate that this further analysis and the
field studies will give a richer picture of
the benefits of smaller classes. Certainly
many teachers arc convinced of the need
for smaller classes. NEA President John
F.yor has said that wages and class sice
were primary strike issues in 197S-79.” In
November, 197S, half of the Fresno, Cali-
fornia. public school teachers struck in a
dispute over class size. The school board
had rejected the Fresno Teachers Ass ocia-
tion proposal to add an aide in elementary
school classes with more than 33 students.
We need to consider a broad rancc of
outcomes — the -ci.v.ionshtp between
cla>.i sire and the quality and humanness
of the nation's senco:-. These concerns
may make even small change, in class size
wotthwr.ne and may increase t;:e impetus
f< find ways to create sente .sr.trli cia'ses,
Wc encourage educators and the public to
t:irl. scrtou.iy aoou: emhot we want out
acho-.is to ee and how ma...r '.asses
n.teht help rc.it.e tua; image a r «ality.
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MARCH 28, 1984

TO: JOHN
FROM: KEN
RE: HU 505 "RELATING TO INSURANCE"

THE PURPOSE OF HB 505 IS TO UPDATE THE PENALTY PROVISIONS
IN THE INSURANCE CODE IN TITLE 21 OF THE ALASKA STATUTES.
UNDER CURRENT LAW, MANY OF THE VIOLATIONS OF THE INSUR-
ANCE CODE HAVE CRIMINAL PENALTIES, SUBJECT TO PROSECUTION
AS A MISDEMEANOR. THIS LEGISLATION WOULD CREATE CIVIL
p{E"*' TIES FOR CERTAIN VIOLATIONS OF THE INSURANCE CODE.
ACCORDING TO THE DIVISION OF INSURANCE THIS WOULD PREVENT
MANY OF THE ADMINISTRATION VIOLATIONS OF THE INSURANCE

CODE WHICH MANY INSURANCE COMPANIES NOW TAKE LIGHTLY.

QUESTIONS:

1. HOW MANY VIOLATIONS DO YOU ESTIMATE OCCUR EACH YEAR

THAT ARE NEVER PROSECUTED ?

2. COULD YOU ESTIMATE THE ADDED EXPENSE TO THE DIVISION
BECAUSE OF THESE VIOLATIONS ?
3. WHY IS THERE SUCH A STRONG EFFORT NOW TO CURB THESE

VIOLATIONS OF THE CODE ?



H. ON PACE 2, LINE 11, HOW WAS THE FIGURE 2,500 DECIDED ?

5. ON PAGE 2, LINE 25, 25 THOUSAND DOLLARS IS A CONSIDER-
ABLE AMOUNT OF MONEY TO BE FINED BY THE DIRECTOR OF THE
DIVISION OF |INSURANCE FOR A CIVIL PENALTY. SHOULDN'T
CRIMES SUCH AS EMBEZZLEMENT BE PUNISHED UNDER THE CRIMI-

NAL STATUTES ?



This proposal, while lengthy, 1is a relatively straightforward cleanup and
update of the penalty provisions in the 1insurance code. The first
function of this bill 1is to consolidate the criminal penalties of the
insurance code in a single section. Sec.21.36.360. There are no NEW
criminal penalties created, but there are some upgrades. Currently, any
violation of Title 21 (the insurance code), 1is a misdemeanor unless
otherwise specifically labeled.

The second function of this bill 1is to establish an administrative
penalty for any violation of the insurance code. In many cases there 1is
no administrative or civil penalty 1ior a violation of the code. This
means that the violator gets away with the act. since a district attorney
is going to be less than enamored with prosecuting as a misdemeanor some
of the technical violations we see in the administration of the code.
This bill sets up a dual course, where an administrative remedy and a
criminal remedy will be available for any violation of the code. This 1B
accomplished by changing all the present criminal Jlanguage to civil
penalty Jlanguage. In doing thiB. the penalty levels, which have not been
changed since 1966. have been reviewed and upgraded.

The third element of this bill deals with a growing concern amongst
insurance regulators concerning information sought during 1investigations
of criminal activities. In recent months a number of fraud investigations
have commenced 1in the west. Borne in which our division 1is participating.
The challenge we currently face 1is that there 1is no immunity available
for persons sharing or providing information., This fact has impeded a
number of 1investigations across the country. In some cases other
insurance regulators are willing to act as our agent 1in securing
information but have no protection if they do so. Presently two states
have adopted legislation that deals with this 1issue. We have used a model
that tracks a National Association of Insurance Commissioners model.

Section 1. Page 1. lines 9-16.

This is a new civi.l penalty section that fines an insurer who fails to
submit its annual financial statement when due. It also gives the
director the aut”"rity to suspend the activities of an insurer who fails
to submit the statement when due. The concern here 1is that the statement
iB the director ™ principal tool 1in determining the financial health of
an insurer and itB absencs Jleaves that health in question.

Section 2. Page 1. lines 17-25.

This section establishes a new civil penalty. The section deals with
violations of AS 21.09.220-250. which 1is the section on the
countersignature law which 1is in the process of repeal, and with writing
through unlicensed agents. The current criminal penalty iB transferred to
Section 10 [see Sec. 21.36.360(i)]-

Section 3. Page 1. lines 26-29 & page 2i lineB 1-7.
This section establishes a r.ew civil penalty. AS 21.22 is the 1insurance

AMUtw



holding company act which 1is concerned with the acquisition of. control
of* or. merger with a domestic 1insurance company. The current criminal
penalty 1is transferred to Section 10 [see Sec. 21.36.360(h)],

Section 4. Page 2, 1lines 8-12.

This section establishes a new civil penalty. AS 21.27 is the 1insurance
agents* brokers, solicitors* and adjusters licensing act. The current
criminal penalty 1is transferred to Section 10 Csee Sec. 21.36.360(j) 3.

Section 5. Page 2. 1lines 13-19.

This section establishes a new civil penalty. It deals with reporting of
premiums to an 1insurer by a licensee. The current criminal penalty is
transferred to Section 10 Csee Sec. 21.36.350(n)]-

Section 5. Page 2. Jlines 20-27.

This section establishes a new civil penalty. is concerned with the
monies a licensee receives as premium from an i sured or as return
premium from an insurer. These are trust funds < d their misuse or
misappropriation 1is a matter of particular concern to the division. The
current criminal provision is transferred to Section 10 [see Sec.
21.36.360(b) (5)3.

Section 7. Page 2. lines 28-29 & page 3. lines 1-11.
This section deals with the penalties for violation of the licensing law.
The principal change here 1is an upgrading of the amount of penalty.

Section 8. Page 3. lines 12-21.
This section upgrades the fine applied in lieu of suspension, revocation,
of refusal to renew a license from $500 to $2500.

Section 9. Page 3. lines 22-29 & page 4, lines 1-2.

This section establishes a new civil penalty. It deals with persons
refusing examination by the director of their activities in the surplus
lines market. The current criminal penalty iB transferred to Section 10
Csee Sec. 21.36.360(1)3.

Section 10. Page 4. 1lines 3-29. all of pages 5-9 & page 10. 1lines 1-14.
This section centralizes the criminal provisions of the insurance code.
The chapter into which this has been inserted 1is the trade practices and
frauds chapter, a logical place to look for these provisions. The new
section also deals with 1investigation 1information confidentiality and
immuni ty.

Sec 21.36.360(a). Page 4, lines 3-9.

This subsection prohibits fraudulent and criminal acts and provides that
the criminal penalties are 1in addition to civil penalties. We have made a
distinction beteween fraudulent and criminal because of the connotation



associated with the term "fraudulent”. The word as used in this section
generally means to intentionally injure, defraud, cr deceive.

Sec 21.36.350(b)(1). Page 4. 1lines 10-15.
This section 1is drawn from the current AS 21.36.180(a). which 1is repealed
in Section 22. No substantive change.

Sec 21.36.360(b)f2)-(3) . Page 4, lines 16-24.
These sections are drawn from the current AS 21.36.200. which 1is repealed
in Section 22. No substantive charge.

Sec 21 36.360(b)(4). Page 4. lines 25-29 & page 5. lines 1-2.
This section is drawn from the current AS 21.36.180(b), which is repealed
in Section 22. No substantive change.

Sec 21.36.360(b)(5). Page 5, lines 3-5.
This section 1is drawn from the current AS 21.27.360(c) which 1is amended
in Section 6. No substantive change.

Sec 21.36.360(b)(6). Page 5. lines 6-7.

This section effectively upgrades the criminal offense of failing to pay
a tax Iliability under this title, depending on the amount the person has
failed to pay. It is currently a misdemeanor under the general penalty
section of the 1insurance code, AS 21.90.020.

Sec 21.36.360(c). Page 5, lines 8-16.
This section 1is drawn from the current AS 21.69.060 which 1is amended in
Section 14. 1t deals with solicitation to form an insurer without a

solicitation permit. No substantive change.

Sec 21.36.360(d)-(e). Page 5, 1lineB 17-27.

These sections are drawn from the current AS 21.06.170(e) which 1is
repealed 1in Section 22, and deals with perjury 1in an examination,
investigation or hearing of the division. No substantive change.

Sec 21.36.360(F). Page 5, lines 28-29 & page 6, lines 1-3

This section 1is drawn from the current AS 21.69.210 and deals with false
accounts, documents, or advertisements in forming an insurer. See Section
15. No substantive change.

Sec 21.36.360(g)- Page 6, lines 4-7.

This section 1is drawn from the current AS 21.69.390 and deals with the
removal or concealment of records of a domestic insurer. See Section 16.
No substantive change.



Sec 21.36.360(h). Page 6. lines 8-9.
This section 1is drawn from the current AS 21.22.170 aid deals with
insurance holding companies. See Section 3. No substantive change.

Sec 21.36.360(i). Page 6» lines 10-21.

This section is drawn from the current AS 21.09.250-260 and deals with
the writing of business by insurance companies through persons not
licensed by this state. See Section 2. No substantive change.

Sec 21.36.360 (J)- Page 6» lines 22-29 & page 7. lines 1-5.

This section is drawn from the current AS 21.27.010(d). AS 21.66.160. end
AS 21.84.420(a) and deals with agents, brokers, solicitors, andadjustorB
licensing. See Sections 4. 12. and 18. No substantive change.

Sec 21.36.360(k). Pat " 7. lines 6-14.

This section is drawn i"om the current AS 21.27.370 in the licensing
chapter which requires _ 71 parties to the 1insurance transaction have the
appropriate license. The penalty 1is drawn from the general penalty
section. AS 21.90.020. No substantive change.

Sec 21.36.360(1). Page 7. 1lines 15-19.

This section is drawn from the current AS 21.33.320 dealing with
examination of surplus lines transactions. See Section 9. No substantive
change.

Siec 21. 36. 360 (m). Page 7. lines 20-23.

This Bection 1is drawn from the current AS 21.69.510(a) dealing with
unauthorized dividends of a domestic 1insurer. See Section 17. No
substantive change.

Sec 21.36.360(n). Page 7. lines 24-28.
This section is drawn from the current AS 21.27.360 dealing with agents
and brokers trust accounts. See Section 5. No substantive change.

Sec 21.36.360(0). Page 7» line 29 & page 8» lines 1-3.
This section is drawn from the current AS 21.36.200 which ie repealed in
Section 21. It deals with false applications for 1insurance. No

substantive change.

Sec 21.36.360(p)- Page 8* lines 4-5.
This section 1is drawn from the current AS 21.90,020. the general penalty
section of the insurance code. Soe Section 20. No substantive change.

Sec 21.36.360(q)- Page 8» lines 6-20.
This subsection establishes the level of criminal violation 1in each of



the activities described in the section. 1i.e.» whether it is a class B
felony, class C felony, class A misdemeanor, or a clasB B misdemeanor.

Sec 21.36.370. Page 8. 1lines 21-29 & page 9. line 1.
Thi3 section is drawn from the current AS 21.36.180(b) wuhich 1is repealed
in Section 22. No substantive change.

Sec 21.36.380. Page 9. lines 2-8.
This is a new provision which requires that claims forms contain a
warning that falsification is a felony.

Sec 21.35.390. Page 9. 1lines 9-19.
This is a new requirement requiring 1insurers to advise the director when
they have knowledge of a fraudulent <claim. It alBo providesimmunity from

civil liability for persons providing such information without malice.

Sec 21.36.400. Page 9. lines 20-29 & page 10. lines 1-5.

This is a new section. It provides confidentiality for data received
under Sec.21.36.390. Presently 1investigations are considered examination
of the 1insurer and are confidential while necessary, but this 1is not true
when an 1insurer is not involved thus 1impeding investigation.

Sec 21.36.410. Page 10, lines 6-13.
This 1is an important new provision that enables the director to
effectively share investigative functions with other states. It allows

the director to designate another state to act on his behalf and
vice-versa. The information would be 1in the participating state as well
as the principle state. This would be a valu .le tool in investigating
violations of the insurance code by non residents. Further, the sharing
of the data will better enable us to head off problems before they are
sufficiently entrenched and cause loss to the insureds in this state and
the 1insurer.

Section 11. Page 10, Jlines 14-25.

This section upgrades the rate law penalty provisions to make them more
meaningful. Presently the gain from a violation of that law may well
exceed the loss from a penalty application. With this new provision, that
would no longer be the case.

Section 12. Page 10. 1lines 26-29 & page 11, lines 1-7.

This section establishes a new civil penalty. It deals with doing a title
insurance business without an effective certificate of authority. The
current criminal provision 1is transferred to Section 10 [see Sec.
21.36.360 < ) ].

Section 13. Page 11, 1lines 8-21.
This section substantially upgrades the title insurance rate law



penalties. The gain from writing a title insurance policy at an
inappropriate rate is far more profound than 1in a property/casualty
situation. It 1is also more likely to occur.

Section 14. Page 11. lines 22-26.

This section establishes a new civil penalty. AS 21.69 deals with the
organization and corporate procedures of domestic insurers. The current
criminal penalty 1is transferred to Section 10 Csee Sec. 21.36.360(c)]-

Section 15. Page 11. lines 27-29 & page 12. 1lines 1-6.

This section establishes a new civil penalty. This section deals with
deliberate falsification of company records. The current criminal penalty
is transferred to Section 10 [see Sec. 21.36.360(F)].

Section 16. Page 12. |lines 7-17.

Thi3 section establishes a new civil penalty. This section deals with the
removal or concealment of the records of a domestic insurer. The current
criminal penalty 1is transferred to Section 10 [see Sec. 21.36.360(g)]-

Section 17. Page 12. 1lines 18-26.

This section establishes a new civil penalty, "t deals with the
unauthorized payment of dividends. The current criminal penalty iB
transferred to Section 10 [see Sec. 21.36.360(m)]-

Section 18. Page 12. 1lines 27-29 & page 13 lines 1-5.

This section QE,"tabl ishes a new civil penalty. It deals with the
unlicensed agent of a fraternal benefit society. The current criminal
penalty is transferred to Section 10 [see Sec. 21.36.360(j)]-

Section 19. Page 13. lines 6-18.

This section establishes a new civil penalty. It deals with
misrepresentations under the fraternal benefit society chapter. The
current criminal penalty 1is transferred to Section 10[Bee Sec.
21.36. 360 (p) 1-

Section 20. Page 13. lineB 19-29 & page 14. lines 1-7.

This section is needed in view of the transfer uf the criminal penalty in
Section 19. AS 21.84 is an exclusive chapter that incorporates the other
provisions of AS 21 only by specific reference within that chapter. No
substantive change.

Section 21., Page 14. lines 8-17.

This section establishes a new general civil penalty for violations of
the insurance code not specifically carrying a stated civil penalty. The
current criminal general penalty 1is transferred to Section 10 [see Sec.
21.75.360<p)]. The effect of this change 1is to have a civil penalty and a
criminal penalty for any violation of the insurance code. This fact will
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LET THE SURPLUS LINES BROKER BEWARE

"A surplus lines broker shall ascertain the financial
condition of an insurer before placing insurance with
him. A violation of this section is pun.thable by a
fine of not less than $50 or more than $250 for each
offense. The department shall also revoke his license
and may not license him as a surplus lines broker for
a period of two years thereafter."

Surplus lines brokers who fail to ascertain the finan-
cial condition of insurers as required by AS 21.33-
180, run the risk of losing their license, as well as
being liable for losses if an insurer proves to be in-
solvent. During the past year, we have followed up
on numerous consumer complaints where policy
security runs from poor to insolvent. Some of these
policies fail to name the actual insurers as required by
law. Instead, we see coverage backed by "Lloydr, and
foreign companies.” The foreign companies are
domiciled in Bermuda, Cayman Islands, Africa and
Hong Kong. In many cases, it is more correct to say
they were domiciled in these countries but have since
gone broke, leaving policyholders little option but to
recover from the surplus line broker. The Division of
Insurance urges every licensee to know his/her mar-
kets. Agents and brokers must ascertain the quality of
markets utilized by a surplus lines broker when they
farm out coverage to a surplus lines wholesaler.

The responsibility to determine the financial condi-
tion of an insurer cannot be delegated. The surplus
lines broker carries a heavy responsibility when
dealing with the unauthorized market and will be
held responsible for his conduct.

FALL/17INTER 1983

RURAL HEALTH CARE

Bethel Family Health Services, Inc. (BFHS), a rural,
private health care provider, recently entered into an
agreement with the Indian Health Service (IHS). This
agreement is unique and the first of its kind in the
entire U.-.ited States.

This agreement makes available acute in-patient care,
emergency room services, laboratory services, and
radiology services to the population of the Bethel
area, who are not IHS beneficiaries. Bethel is a rural
village not connected by any road or rail system to a
major population center. In fact, Bethel is approxi-
mately 475 air-miles from Anchorage, the nearest
population center.

In effect, BFHS can be viewed as a "retajler” of
health care services that purchases some services from
the "wholesaler,” IHS -a "hospital within a hospi-
tal.”

Any licensed physician or mid-level practitioner em-
ployed by BFHS that meets the credential require-
ments of IHS may be granted hospital privileges. In
fact, this is what is anticipated in the agreement.
BFHS medica! staff will be treating their own patients
but in the IHS facility.

IHS has established a fee schedule for those services
contracted by BFHS. IHS intends to modify this
fee schedule annually each October 1 to reflect
changes in the actual costs incurred based upon the
Medicare methodology. BFHS is financially responsi-
ble for all charges incurred tn behalf of its own
patients. BFHS will be billed directly by IHS and, in
turn, will bill their patients. However, BFHS must
pay IHS directly and must collect from their patients.



1983 INSURANCE COMPANY ANNUAL
STATEMENTS AND PREMIUM TAX

The Alaska premium tax statements were mailed to
all insurance companies doing business in Alaska
during the week of November 14. The annual reports
are due in Juneau on or before March 2, 1984. Pre-
mium tax payments must be received in the Division
of Insurance before April 1. A postage mailing date
stamp will not be accepted in lieu of actual receipt.

The 1983 INSURANCE REPORT is now available
from the Division of Insurance for $10.00 per copy.
Please send checks in advance with order. Make them
payable to the Director of Insurance and/ or the
Division of Insurance.

SHOW CAUSE ORDERS
83-10: World Underwriters/Richard Buestad

The division negotiated with Corroon Black/Dawson
(50% owner of World Underwriters Northwest) a
stipulated agreement signed by Richard Buestad (50%
owner of Worid Underwriters Northwest) whereby
World Underwriters Northwest agreed to pay a
$50,000 fine, $25,000 suspended, and $2,500 to help
defray investigative costs. In addition, World Under-
writers” Northwest agreed to withdraw their request
for renewal of their nonresident surplus line broker
license and not reapply for any license for two years.
The basis for the penalties was the allegation that
World Underwriters Northwest transacted business
with admitted companies while not properly licensed,
altered policies, issued fraudulent endorsements,
charged premiums in excess of those reported to the
companies and failed to maintain a proper trust
account.

83-11: Corroon and Black/Dawson and Company,
Inc., Withdrawn without prejudice.

83-12: Rollins Burdick Hunter of Washington entered
into a stipulated agreement with the division whereby
they agreed to several points, including that they
would pay $2,500 to help defray investigative costs
and forfeit to the division $7,500, a sum equivalent
to the commissions received by Rollins Burdick
Hunter of Washington on premium charges based
on rates not filed with the division. The agreement

was based on the division's contention that Rollins
Burdick Hunter knew or should have known that
certain policy dailies and endorsements received from
an intermediary and given to the insured were not
identical with those authorized by the company.

83-13: Alexander and Alexander. Hearing postponed
indefinitely.

S3-14: Baccala and Shoop entered into a stipulated
agreement whereby they agreed to pay a $50,000 fine
with $25,000 suspended, provided no violations
occur between November 1, 1983 and December 31,
1984. All of Baccala and Shoop's licenses were sus-
pended until December 31, 1984. Such suspension
is stayed provided no violations i.'icur between
November 1, 1983 and December 3 i, 1984. The basis
for the penalties was the allegation that Baccala and
Shoop had acted as a general agent in Alaska without
a license, transacted admitted business with impro-
perly or unlicensed individuals and allowed an in-
termediary to alter policies and to charge premiums
in excess of the premium reported to the company.

83-16: Alaska National
levied for dealing with
sons.

Insurance Company. Fine
improperly licensed per-

83-17. John Anderson. Hearing pending.

83-18: Rosemurgy and Company fined $5,000 for an
unlicensed trainee adjuster adjusting claims. They are
further prohibited from using trainee adjusters for a
period of five years.

83-19: F. B. Beattie and Company, Inc. has entered
into a stipulated agreement and agreed to pay a
$4,000 penalty to the division for acting as a broker
without a proper license and provide a list of all
business conducted with admitted companies in the
past two years. The division has agreed to :ssue F. B.
Beattie and Company, Inc., a broker's license.

83-20: Frontier Underwriters, Inc., has entered into a
stipulated agreement and agreed oo pay a $4,500
penalty to the division for acting as a broker without
a proper license. The division has agreed to issue
Frontier Underwriters a broker's license.



CEASE AND DESIST ORDERS

»
fR3-12: Automobile Warranty Corporation was
ordered to cease and desist from conducting the busi-
ness of insurance ini the State of Alaska without a
license.

P3-13:. Everett Sports Cars was ordered to cease and
desist from conducting the business of insurance in
the State of Alaska without a license.

83-14: Gold Rush Auto Sales was ordered to cease
and desist from conducting the business of insurance
in the State of Alaska without a license.

83-15: Universal Dealer Services, Inc., was ordered to
cease and desist from conducting the business of

83-24. Cordell Excess and Surplus Lines was ordered
to cease and desist from conducting the business of
insurance in the State of Alaska without a license.

83-25: Professional Reinsurance Office, Inc., was
ordered to cease and desist from conducting the
business of insurance in the State of Alaska without a
license.

83-26: Swett and Crawford (Dallas) was ordered to
cease and desist from conducting the business of
insurance in the State of Alaska without a license.

88-27: Sievvart Smith Mid-America, Inc., was ordered
to cease and desist from conducting the business of
insurance in the State of Alaska without a license.

insurance in the State of Alaska without a license. W/83-28: PENCO w/as ordered to cease and desist

83-16: Stephen J. V/ay International was ordered to

cease and desist from conducting the business of in-

surance in the Staleof Alaskawithout a license. W 83-29: The Nelson Company was

83-17: Frontier Underwriters, Inc., was ordered to
cease and desist from dealing with admitted insurance
companies in the State of Alaska.

83-18: Swett and Crawford (Seattle) was ordered to
cease.and desist from dealing with admitted insur-
ance companies in the State of Alaska.

83-19: F. B. Beattie and Company, Inc. was ordered
to cease and desist from dealing with admitted insur-
ance companies in the State of Alaska.

83-20: Don Sherwood was ordered to cease and desist
from conducting the business of insurance in the
State of Alaska without a license.

83-21: Loveless and Company, Inc., was ordered to
cease and desist from conducting the business of
insurance in the State of Alaska without a license.

83-22: Seligman and Seligman was ordered to cease
and desist from conducting the business of insur-
ance in the State of Alaska without a license.

83-23: Corroon and Black/Carter and Higgins was
ordered to cease and desist from conducting the
business of insurance in the State of Alaska without a
license.

from conducting the business of insurance in the

State of Alaska without a license,

ordered tocease
and desist from conducting the business of insur-
ance in the State of Alaska without a license.

83-30: GBS Insurance Agency was ordered to cease
and desist from conducting the business of insur-
ance in the State of Alaska without a license.

83-31: Alaska Commercial and Marine Insurance
Brokerage, Inc./Martin Horn was ordered to cpase and
desist from acting as surplus lines brokers without a
license. Martin Horn was ordered to cease and desist
from acting as a broker on Alaska commercial license
until qualifies to do so.

83-32: Miro and Associates was ordered to cease and
desist from conducting the business of insurance in
the State of Alaska without a license.

83-33: Bruce C. Davis was ordered to cease and desist
from acting as a broker and dealing with admitted
companies in the State of Alaska.

83-34: international Rental Insurance Services, Inc.,
was ordered to cease and desist from conducting the
business of insurance in the State of Alaska without
a license.



division of insurance newsletter

VOL. 15, NO. 1

DIRECTOR'S COMMENTS
by Kenneth C. Moore

"Change™ is 3 word you hear with increasing fre-
quency. With each change new problems arise. As a
regulator of the busine s of insurance my major
concern is Solvency or Insurance Companies.

Insolvencies are occurring with increasing frequency.
These events are happening to both life and property
and casualty companies. The citizens of Alaska de-
serve nothing less than the very best. As a producer
agent-broker you owe this high degree of responsi-
bility, to each n.ember of the buying public. If you
have any questions there are some simple steps that
can be taken. A few of them art

1. Check the "Best's™ rating. If you do not have a
current guide, call the division's of kce in Anchor-
age or Juneau.

2. Twice a year we publish a "White List" of com-
panies which meet our unofficial guide for sur-
plus lines companies. Please understand that our
publishing of the list is no guarantee of solven-
cy. It simply means that we have made some

. checks as to capital and surplus.We also follow
various guides as to policy service, promptness of
payments and a host of other informative infor-
mation, including trust deposits. We do not deny
that there is some subjectivity in the formation
of this list. Without the freedom of that choice |
would immediately eliminate its publication.

3. Sharing information between us is important.
Many of you rub shoulders on the same street
with persons who have information. Likewise, |
will share with you if you will only ask.

Let's keep aur market clean.

north to

SPRING/SUMMER 1983

af> PROTECT OUR FISHING FLEET

by John George

Fishing is a major component of the economy of
Alaska. Likewise, fishermen are extremely reliant
upon insurance for protection of their property and
defense of potential liability. Recent events have
caused the fishing industry to have some misgivings
concerning the integrity of the insurance industry.

The Division of Insurance has revoked licenses of
those who may have been a part of this confusion. We
found instance; of subscription policies which failed
to name the security. The division also found policies
listing a company actually being written in a different
company.

Investigation revealed at hearings that companies
were being used whose financial background was sus-
pect. Consequently, we have vessel owners who have
hull losses, P and | claims and return premiums un-
paid.

It is the duty of the broker and surplus lines broker
to determine the substance of the security. No
licensee is privileged to pass the blame on to some
other wholesale source.

Due to situations described above, many lenders have
adopted the director's "White List" as the standard
for acceptance of surplus lines companies on mort-
gaged vessels. Cut rate prices set by the use of unrelia-
ble security have become the standard by which all
legitimate quotes are compared. Unpaid claims reflect
on all insurance companies.

tho fufuro



Fishermen contacted by the division have indicated
that they do not understand marine insurance and are
very dissatisfied with the handling of ail marine
claims. In order to gain the confidence of fishermen
the insurance industry will need to fully explain tha
options, differences between admitted and surplus
companies and the procedures for collecting a loss
from insurers.

NONADMITTED CARRIERS
by Dorothy Devinney

A broker selling insurance coverage in nonadmitted
carriers should be aware of the consequences to his
client and himself should the company not pay a
claim due to poor claims practices or insolvency.

Every nonadmitted policy in Alaska is required to
have the following wording on it:

"This contract is registered as a surplus ‘ine
coverage under the insurance law of Alaska.”

In addition to the wording required under AS 21.33-
120, Bulletin 81-4 (Amendment) requires the follow-
ing wording affixed to the face of the policy:

"THIS POLICY OF INSURANCE IS NOT
COVERED BY THE ALASKA INSURANCE
GUARANTY ASSOCIATION ACT.”

This lettering must be in red and at least 3/16" high.

The meaning of the above wording should be ex-
plained to every insured.

Explanations

It means that the benefits of the State insolvency law
do not apply. It means that the insurance director
does not-have a control over the company, nor can be
of any service in claims or have any control over the
company's assets.

It also could mean that the broker providing the
policy could be held liable for an insolvency, even if
the risk is feinsured in a solvent admitted or non-
admitted company.

The benefits of the reinsurance do not flow to the
insured, but rather to the receiver of the insolvent
ceding company for the benefit of "all” insureds,
unless there is a cut-through endorsement.

Every broker should take extra precautions when
dealing with a nonadmitted insurer and when cover-
ing property outside the State or in dealing with a
foreign insurer,

MARKET SURVEILLANCE
by Norm Cheney

Recently, the division has become aware of many
illegal activities taking place in the marketplace.
These activities range from companies paying com-
inission to unlicensed brokers all the way up to fraud.
Many of the activities appear to be the result of in-
tense competition for business in the commercial
arena. While the division welcomes and encourages
healthy competition in all areas of the insurance mar-
ket, we would urge all members of the industry to
confine their competitive efforts within the legal and
moral framework upon which an industry based on
trust must rely.

All admitted companies are urged to review their
procedures to verify that all agents, brokers and
general agents they do business with are properly
licensed and that the rates being charged are filed
with and approved by this division. Those utilizing
schedule rating plans should review Bulletin 82-9 to
make sure they are in compliance. When conducting
field audits have the auditor look beyond the num-
bers; quite often irregularities can be picked up
through the correspondence in the file. This tactic
was instrumental recently in aiding the division in the
identification of apparently illegal overcharges
totalling almost 378,000.

While the vast majority of agents and brokers licensed
in Alaska conduct their business in an ethical manner,
there are few that do not choose to follow the rules.
These are not the type of representatives the insur-
ance industry needs in Alaska. The division encour-
ages your cooperating in helping to ferret out those
undesirable elements for the betterment of the
industry as awhole.

Thirteen Alaskan insureds have received refunds and
credits totalling 377,995 as a result of an investiga-
tion conducted by the Division of Insurance. The
cash refunds were 361,443 plus 33,210 interest, in
addition one insured received a 313,342 credit on an
existing policy. The refunds ranged from a low of
$103 to a high of 322,953. The division's three-



month investigation uncovered evidence that the 13
insureds had been overcharged for insurance through
the use of allegedly altered policy dailies and forged
endorsements. In-most cases, it appeared that the pro-
ducing brokers were unaware of any illegal premium
manipulation. The insurance companies whose poli-
cies were altered are Twin City Fire, American ' >
tennial and Old Republic. They, while innocent of any
direct involvement in the scheme, agreed to pay to
the insureds through their general agent Baccala
and Shoop Insurance Services the overcharges plus
interest from the date of the overcharge and will be
reimbursing the division for investigative expenses.
Their cooperation in this matter has been appreci-
ated.

The investigation is continuing and the division ex-
pects to issue at least four show cause orders on this
matter in July.

BULLETIN 83-5
TO: ALL AGENCIES AND COMPANIES

RE: QUALIFYING TESTS AND EXAMINATION
PROCEDURES FOR PRODUCERS

Due to previous problems encountered in the past,
new guidelines have been established to permit more
efficient and equitable testing procedures, ultimately
benefiting all applicants for licensure. These proce-

3. If your admittance card is lost, not received by
the day prior to the test date, or if there are
errors on your admittance card, notify Juneau no
later than noon, Juneau time, of the test day
(10:00 a.m. Anchorage time). Juneau can author-
ize a new admittance card to be issued by the
Anchorage office. You will be required to turn in
the old admittance card when you pick up the
corrected one. No corrected admittance cards
will be accepted at the test site. Identification will
be required, along with your admittance card
before any applicant will be allowed to sit for an
Xamination.

If an applicant cannot appear on the scheduled test
date, they must notify the Juneau office (465-2578)
72 hours prior to the test date for rescheduling. For
nonappearance without notification, the fee will be
forfeited and another fee will need to be submitted
before another examination date is scheduled.

>

4. When an applicant fails to pass an examination,
there must be at least a 20-day study period be-
fore retesting. After the third time the apolicant
has failed to pass the examination, the applicant
must wait at least 90 days from the date of the
most recent failure before being eligible to retake
that examination.

SHOW CAUSE ORDERS

dures are primarily applicable to the Anchorage and ~>82-8: All insurance licenses of Fre® A Tucker and

Fairbanks testing facilities.

1. AT test fees are payable in advance and must be
received in the Juneau office by the Thursday
prior to the test.

A. Test dates in Anchorage are the first and third
Thursdays of each month at 7:00 p.m.

B. There is only one test date per month in Fair-
banks, that is the first Thursday of the month
at 1:00 p! t.

In Anchorage, all fees are collectible in advance (AS
21.06.250(a)). NO checks will be accepted in the
Anchorage office.

2. All applicants .ire requested to bo at the test site
no later than 6:45 p.m. to facilitate processing of
the admittance card: so the examination may
promptly begin at 7:.00 p.m. (The test time is
7:00 p.m. to 10:00 p.m.)

evoked for
ue pertaining
ng and vessel

Fred A. Tucker and Company
numerous violations of the Insur
to surplus lines placements or
insurance.

83-1: Any and all licenses held by John C. Karnos
were permanently revoked and fines totalling
$35,000 were levied for misappropriating funds for
his personal use.

83-2: John C. Murphy entered into a consent agree-
ment iri lieu of SC 83-2 for misappropriating funds
for his personal use and for acting as an agent without
a license. A fine of $1,000 was levied and his ad-
juster's license was permanent'y revoked.



3783-3:

stipulated agreement with the director and reim-
bursed 51,000 in investigation expenses for paying
commissions to an unlicensed person or firm.

83-4: Forrest Gene Short's agent's license was volun-

tarily surrendered until July 1,1983 for irregularities *

pertaining to insurance applications.

83 5. Mead Reinsurance Corporation entered into a

stipulated agreement with the director and reim- *

bursed $1,000 in investigation expenses for paying
commissions to an unlicensed person or firm.

Integrity Insurance Company entered into a ~83-3:. Baccala and Shoop Insurance Services of San

Francisco, Los Angeles and Seattle were ordered to
cease and desist from transacting insurance in the
State of Alaska without a license. A fine of $2,000
was levied by stipulated agreement.

834: Patricia Fleischman, Inc., was fined $2,000 for
dealing with an unlicensed producer in Alaska by the
terms of a stipulated agreement.

83-5: Independent Contractors-Operators Association

swas ordered to cease and desist from conducting the

business of insurance in Alaska without a license.

83-6: Planet Insurance Company entered into a sti- ~83 -6 Patrick Hines was issued a Cease and Desist

pulated agreement with the director and reimbursed
$1,000 in investigation expenses for paying com-
missions to an unlicensed person or firm.

83-7. Marsh and McLennon (Seattle) was fined
$2,000 with $1,432 suspended for failing to file
Surplus Line Affidavits from September 1982 -
January 1983.

83-8: LaBow Haynes Company, Inc., entered into
a stipulated agreement and paid fines of $9,425 for
writing insurance without a proper license and
dealing with matters outside the scope of their
license.

83-9: Fred S. James' hearing for charging a fee in
excess of filed insurance rates was postponed until
August.

CEASE AND DESIST ORDERS

82-5. Leroy E. Kuehne was ordered to cease and
desist from conducting the business of insurance in
the State of Alaska without a license.

83-1: S. J. Petrakis Insurance Services, Inc., was
ordered to cease and desist from transacting insurance
in the Siute without a license and paid a $2,000 pen-
alty pursuant to a stipulated agreement.

83-2: Alexander Howden Insurance Services, Inc., of
Atlanta, was ordered to cease and desist from con-
ducting the business of insurance in the State cf
Alaska without a license.

Order to stop the practice of insurance in Alaska
with out a license. Mr. Hines was subsequently issued
an agent's license.

83-7: Aviation Insurance Unlimited Agency, Inc., was
ordered to cease and desist from conducting the busi-
ness of insurance in Alaska without a license.

83-8: John Robbins and Lightwing Insurance Agency
was ordered to cease and desist from conducting the
business of insu ance in Alaska without a license.

83-9: Samuel W Hartman was ordered to cease and
desist from conducting the business of insurance in
the State of Alaska without a license.

83-10: Not issued.

83-11: World Underwriters Northwest, Inc., was
ordered to cease and desist from acting as a broker
as they are only licensed as a nonresident surplus line
broker.

BULLETINS

82-9: Schedule or Individual Risk Modification Plans.
This bulletin eliminates aggregate limitations on
schedule or individual rhk modification plans for pro-
perty and casualty. Rate modifications are limited,
however, to the extent that they must be justified
and shall not oe discrimimtory.

83-1: Notifies all resident and nonresident surplus
line broken that International Indemnity Company
of Texas hjs not been approved for our "White List."
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DIRECTOR'S COMMENTS
by Kenneth C. Moore

TIME FOR REVIEW

In March 197U, | listed my specific philosophies and
goals for the Division of Insurance.

My Philosophy remains the same.

Here are the goals restated. True evaluation must
come from you, to see how we have measured up to
the goals. | would appreciate your comments on how
| view the results:

1

To bring the personnel of the Division of In-
surance into closer contact with the public.

Result -Through public hearings, seminars, and
literature, we have exposed ourselves. Inquiries
are increasing, which would indicate some
success.

To personally visit as many cities and villages as
the travel budget will permit.

Result -We have tried. Alaska is a huge area. We
will continue in this effort.

To publish an educational handbook on auto-
mobile insurance covering rate making factors
and tips on securing automobile insurance.

Result - This book as well as one on home-
owners has been published, the demand has been
heavy.

FALL/WINTER 1982

To hold hearings in as close proximity as possi-
ble to the principals of such hearings.

Result - Completely accomplished for Alaskan
residents.

To utilize the Division of Insurance financial and
market surveillance personnel on any questions
of solvency or market conduct where such
action is justified and do so without delay.

Result - In the admitted market our efforts need
improvement. In the Surplus Lines Market our
actions have brought better results.

To personally make contacts in the insurance
world that hopefully result in the insurance
companies competing for business.

Result - There is now intense competition. The
marketplace in many instances has corrected
itself. Our sales effort in Workmen's Compen-
sation and Nonstandard Automobile Insurance
has been a notable success.

To encourage the insurance companies writing
business in Alaska to invest portions of their
assets in Alaska enterprises.

Result - Success here has been beyond our
fondest expectations. Investments have ex-
panded at the rate of approximately one hun-
dred million dollars per year In this we had the
wholehearted assistance of cir staff and from
I ur agents and brokers.

north tio the future



2. Employees of admitted insurers need not be
licensed to solicit, bind or otherwise carry on
the business of insurance for their employer.

Licensees must also limit their insurance dealings to
those types of insurance for which thev arc licensed.
The most frequently noted violations aiv. agents
acting as brokers and agents or brokers acting as
surplus line brokers.

TO COMPANIES APPOINTING AGENTS:

Agent appointment Forms 08-230 not submitted in
four copies, typewritten, and signed by an authorized
person will no lon”r be accepted by the division.
Deviation from this in the past has caused delays in
issuing appointments and overall confusion. We will
be better able to serve you under the new procedure.

ATTENTION RESIDENT BROKERS:

Broker licenses will be up for renewal December 31,
1982. The division will attempt to send a renewal
Form 08-266 sometime before the first of December.
I* the form has not been received before the time
i, Jcated, notify our office in Juneau or Anchorage
so a form can be sent or picked up. Submit forms and
fees on time or a late filing may result in a penalty.

SHOW CAUSE ORDERS

81-14: Barry Callahan's agent license was revoked and
fines totalling $850.00 were levied for submitting
false applications for insurance.

81-11: Lawrence M. English's life agents license was
revoked and fines totalling $4,000.00 were levied for
soliciting surplus lines insurance without an appro-
priate license.

81-16: Neil Padgett, Harold Wurster, and John
Kelczewski all had their life agents licenses perma-
nently revoked and fines totalling $1,650.00 were
levied for trade practice violations committed as
agents of Combined Insurance Company of America.
Combined entered into an agreement limiting the
scope of their future operations in this State and
agreed to reimburse the State for up to $20,000.00 in
past and future investigation costs related to their
agents.

82-2: Greg Parks entered into a settlement agreement
for operating without a valid license for a period in
excess of one year. A penalty of $2,000.00 was
levied.

82-3. Bayly Martin and Fay, Clyde Clary, Lois Clary,
Jack Katzenmeyer, and Mary Shields have each
entered into an agreement in settlement of Show
Cause 82-3.

BMF as owners agreed to closely monitor their Aiaska
operations in the future and pay a $75,000.00 fine.
BMF was dismissed from further actions without
prejudice.

Clyde Clary's licenses were revoked and a fine of
$75,000.00 was ie\'rH with $70,000.00 suspended
provided that he commit no further violations of AS
21.

Lois Clary's surplus lines brokers license was revoked
and fines of $50,000.00 were levied with $45,000.00
suspended provided that she commit no further vio-
lations of AS 21 during the next five years. She is also
prohibited from dealing with premium finarv.e
matters for five years.

Jack Katzenmeyer agreed not to violate any part of
AS 21.

Mary Shields was fined $10,000.00 with $9,000.00
suspended provided that she not violate AS 21 during
the next five years. She is prohibited from exercising
any signatory powers on behalf of any insurance
agency in this State.

82-5: Lambert "Pete" Peterson hearing was con-
tinued pending the outcome of criminal proceedings
against him. NOTE: Peterson was convicted on seven
criminal counts. Sentencing has been set for Janu-
ry 14, 1983. Peterson has announced his intent to

ippeal.

82-7:. Gail Brewer's insurance licenses were revoked
for unfair trade practices relating to his failure to
place coverage despite his assurances to the client that
coverage was in effect at all times.



CEASE AND DESIST ORDERS

81-15 & 81-16: Robert and John Deck were ordered
to cease and desist from soliciting insurance without a
license.

82-2: Cease and Desist Order issued to Alaska Shield
for acting as an insurer without a Certificate of
Authority. On appeal a hearing has been set for
March 1983 with the concurrence of all parties.

82-3: Property Management Service, Inc. was ordered
to cease and desist fron solicitation of insurance
without a license.

82-4: Midwest Mutual Insurance Company was
ordered to cease and desist solicitation of insurance in
the State of Alaska without a Certificate of Au-
thority.

BULLETINS

82-1. Notifies all resident and nonresident surplus
lines brokers that surplus line affidavits must be filed
within 30 days of the end of the month for which the
report is made.

82-2: On February 2, 1982, the director issued an
updated list of eligible unauthorized insurers who
have met Alaska's minimum trust or capital and
surplus requirements.

82-3: The director continued permission to place
aircraft workers compensation in the surplus lines
market. This bulletin also sets out certain conditions
on the placement of this coverage.

82-4: Rescinded

82-5: Advised all insurers of possible 4 jys caused by
renovation of thp Juneau office. Renovation was
completed October 14.

82 6: On August 10, i3S2, the director issuen an
updated list of eligible unauthorized insurers who
have met Alaska's minimum trust of capital and
surplus requirements.

82-7: Removed Oceanus Mutual Underwriting Asso-
ciation from the "White list" of approved unau-
thorized insurers on October 7, 1982.

82-8: Notified all surplus lines brokers to cease ising
Amherst Insurance Company. The company is in
receivership.

REGULATORY ORDERS

81-6: Adopted medicare supplement regulations.
81-7. Authorizes political subdivisions as a qualifying
group for life and disability coverages.

81-8: Requires insurers to adopt supplement payment
coverage pertaining to attorney fees.

81-9: Pertains to filings by title insurers.

81-10: Adopted regulations pertaining to variable life
insurance.

81-11. Approved merger of INA Corporation and
Connecticut General Corporation.

81-12: Approved the application of Alaska National
Insurance Company to invest in a wholly owned
subsidiary in order to acquire ownership in their
home office building.

82-1. Repeals regulations pertaining to deposits
required by insurers holding a Certificate of Insur-
ance.

In this newsletter we have omitted the changes in
company names and companies newly admitted to
conduct business in the State. Copies of these lists are
available upon request. Please enclose a stamped
self-addressed envelope with your request.



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date: 3-29-84

REQUEST FISCAL DETAIL

Bill/Resolution No.:CSHB 505(L&C)Agency Affected:Commerce and Economic Dev.
Title: Insurance Program Category Affected: Public Protection
Sponsor: Labor and Commerce BRU, Program or Subprogram(s) Affected:
Requestor; Labor and Commerce Division of Insurance-

Date of Request:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 84 Fy 85 FY 86 FY 87 Fy 88 FY 89
OPERATING 0 0 0 0 0 0
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
<0 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 CRANTS, CLAIMS

800 MISCELLANEOUS
TOTAL OPERATING U u U u-' " U 0

| CAPITAL
£ REVENLE

FUNDING.__ (Thousands of Pol ars)

CENEPA*, FUND 0 0 0 <0
FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 - 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS:

Prepared Phone: 465-2515
Division: Date: 3

Approved by Commissioner.__Richard A. Lj jjl__ Date: 3 /fY

Agency: Commerce and Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83
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TEMPORARY
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ANALYSIS: Attach a”sejTaraie”poge "or e .alysis

Prepared By: Kenneth C. “Mooc'e./ Direccot Phone:465-2515
Division: Insurance Date:
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Agency: Commerce & Economic neve.lonmont-

Distribution (by Agency preparing fiscal note)
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
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Mr. Chairman, Committee Members,

My name is Dwight Perkins and | am the Business Manager
mfor the United Association of Plumberr & Pipefitters Local Union
282 in Juneau, Alaska. | am also speaking on behalf of the Alaska
state Pipe Trades Council of the United Association with a

membership of two thousand state wide.

I've come to speak in oppostition of House Bill 508, an
act realating to the Plumbing code. | would like to giue you sche

background of the code and address some concerns that we have.

In October 1981 at it"s 52nd. Annual Conference, the
International Association of Plumbing and Mechanical O fficials
adopted the Uniform Plumbing Code, 1982 edition. Up until 1982
all such codes had limited the use of polybutylene, Polethylene,
Polyvinal Chloride and Asoestos Cement Pipe for water distribution

systems outside of a building, under section 1004 materials.
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In addition section 401 -materials limited the use of ABS
and PMC Piping installation -for drainage and venting systems to

residential construction, not more than two stories in height.

The 1982 addition of the Uniform Plumbing code has lifted
restrictions regarding the use of PB water pipe under section 1004
so that now it may be used for hot and cold water distribution

systems wi thin a building.

In  Section 401, ABS and PUC Piping installations can be

used where all combustible construction is allowed.

Because o0' the less stringent attitudes the International
Association of Plumbing and Mechanical Officials has adopted
raises several issues *f concern not only ‘'mere in Alaska but

nat ionwi de.

The issues | would 1like to address regarding the use of
plastic pipe, whether PB., PYC, asbestos cement pressure piping or

ABS presents the following problems:

1. Durability

2. Thaw ability in Arctic regions as well as other parts of the

state.



3. Fire Hazards (both combustibility and gases released upon

combusti on>

4. use of water system as the electricial "ground™”

5. Permeability and related public healthissues

6. Worker sa-fety

1. Durabi 1ity In discussing the issue of Durability the
most obvious difference between plastic and metal pipe is
durability. Some of Alaska is earthquake prone and hence
durability can be quite important. In construction of large
residential buildings and commercial buildings, the increased

usage makes durability important. This issue has the advantage of
beino self evident. Cast iron, mallable iron or copper piping and
its qualities are apparent to all and a comparision with the
gualities of plastic, particularly in temperature extremes such as

those in the interior, needs no further amplificiation.

2. Thaw Abilitv The issue of thaw ability in arctic
regions as well as other parts of the state is cause for concern
in that sometimes pipes freeze. The common methods of thawing

pipes are (a) the use of propane torches, <b> theuse of steam,
and *c) the use of clamp on electricial generators. Noe of these
can be used on plastic pipe. In any installation where the
freezing of a pipe represents a dangerto either aconsiderable

investment or a large number of people, the ability to thaw is



impor-lant.

Fire Hazards The 197? edition of the Uniform
Plumbing code states that ABS or PVC installation be limited to
residential construction, not more than two stories in height.

The 1982 UPC states that ABS and PMC piping iinstall ation shall be

l[imited to the structures where combustable construction is
allowed. It also states that PB pipe may be used for hot and cold
water distribution system within a buildirr,,. The problems in this
area are twofold. First, plastic pipe will burn. In burning, the

plast ice makes itself wuseless as a pipe and hense terminates the
water which is often necessary to fight a fire. Additionally the

burning of the pipe generates gases.

4, Grounding Most modern construction involves
electricity. Electricity presents the problem of short circuits.
Almost all communications that use electricity require additional
grounding. Traditionally, this grounding is done through the
water system in a building. In a plastic pipes water system,
there is no readily available ground. If the water has sufficient
mineral content and if the grounds are inserted through the pipe,
adequate grounding may occur. Otherwise the defense against
electricial accidents and fires is worthless ina plastic oiped
building.

Pemmeabilitv Recent tests in Caiifornia nave

duplicated field and laboratory experiences of water util ity



districts and environmental health experts concur that ployvinyl
chloride <PUC>, Polyethylene <PE) and Polybutylene <F'B) water
service lines can be and are permeated by gasoline, petroleum
distillates and industrial solvents. The Public Health impact can
be serious enough to require the removal of an entire underground
network of plastic water service lines and may cause serious
health consequences -for its consumers. Since plastic pipe was

found to have a potentially adverse effect on the environment and

because of its threat to water quality, worker safety, and fire
safety, state agencies in California will not allow its expended
use until all scientific and public health questions have been
answered.

Because the International Association of Plumbing and
Mechanical Officials proceeded with the expanded use of plastic
pipe in its 1982 Uniform Plumbing Code, a edition of state public
and private consumer groups, environmental and labor organizations
sued I[.A.M.P.O. and forced a notice of disclaimer at ead- location

in the code whe”c plastic pipe is mentioned.

6. Worker Safe tv Assemblage in small constructi
quantities such as residential housing, do not normally bring
workers Dbeyond the dangerously toxic levels of exposure to the
Benzene, Chloroform and kindred glue. On larger projects, the
time spent on their assemblage puts workers beyond the safe limits
of such exposure and in effect forces him to sniff glue. Because
the damage from these chemicals is permanent and irrevensible, the

United associat on and its members strenously object to the



current state of the art process -for assembling plastice pipe.

In closing, I  would ask that you consider holding House
Bill 508 in Committee and review the amdenments the muncipality of
anchorage has adopted regarding the 1982 edition of Uni-form

Plumbing Code.



LEG 31ATIE PROPOSAL ANALYSIS

Subject of Proposed Bill:
"Adoption of 1932 Uniform Plumbing Code"
Background Information:

Every third year, the International Association of Plumbing and Mechanical
Officials tdcpts a revised plumbing code incorporati ng advances and improve-
ments in technology. During the Twelfth Legislature, the department did not
propose legislation to adopt the 1982 version of the Uniform Plumbing Code
because there were conflicts between the Uniform Plumbing Code and the Uni-
form Building Code. The Department of Public Safety (Fire Marshall's Office)
will propose legislation to adopt the most recent edition of the Uniform Build-
ing Code which is consistent with the 1982 Uniform Plumbing Code.

Summary:
The most noticeable changes in the plumbing code are as follows:

Section 108 allows for a larger grease interception to serve one or more fix-
tures. Section 203(d) states that copper tubing used for water service shall
have a weight of not less than Type L.

Table 4-3, footnote #4. Evidence indicates that a three-inch horizontal waste
will effectively handle discharge from three water closets; thus the code
change, so that only four water closets or six unit traps are allowed on any
vertical stack, and not to exceed three water closets or six unit traps on any
horizontal branch or drain.

Section 601 changes will not allow cold storageroans, refrigerators, cooling
counters, etc. designed to hold food or drink,or sinks for washing orpre-
paration of food, to be directly connected to a waste or vent pipe. All drains
shall discharge through an air gap into a open drain or approved receptor.

Section 1004 is one of the major changes, and allows Poly Butylene (PB) water
pipes to be used for hot and cold water distribution tubing systems, using
inserts for connectors. It also inserts language to assure that when metal
pipe is used as a building ground, it will be replaced by metal pipe when

repairs are made to these pipes.

Also adopted were insulation standards for cold water service and yard piping.
These standards were for Poly Vinyl Chloride (PVC), asbestos cement pressure
piping and Poly Butylene (PB).

Those groups most affected by this chO,ge will be plumbers, contractors, local
governments and state agencies issuing building permits.

Estimated Fiscal Impact: (FY '83 - FY '87)
To the state: -0-

To others : . 0.
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V CLQA SIMMARY

This chapter covers various information not presented, earl ier but
required by the California environmental Quality Act (CEQA) for
environmental impact Reports. As this document is a preliminary
environmental review,, this section has not been fully developed. When the
draft and final versions of the EIR are proposed, it is likely to expand and
some of the findings will undoubtedly change or at least be stated mere
confidently.

A Significant Unavoidable Environmental Impacts

'For this preliminary environmental review of a very subtle and complex
proposal, SRl chose to describe our current overall conclusions about the
proposed plumbing code changes and our reasons for them, without making
definitive findings of significance except where they were clearcut.

First, we discovered nothing to suggest that the issues discussed
earlier as the prime ones are insignificant or that other issues are
dominant. The only new issue of potential significance that surfaced was
the permeation of buried plistic pipe by contaminants in soil and the
resulting possible public hea’th impacts. Although the possibility that
such effects could occur from peimeation of water supply lines from the
meter to the house is plausible, any potential problem would also
occur--probably in much greater proportion--from the public water
distribution system. This problem should be re-examined when better Lg A
understood and if found significant should influence state policies WItIrf—' li-

respect to p'astic use in both public arid residential systems. With co
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adequate education o: building insrtors or, the permeation issue, improper
installation o' plv.tic water service in rent.iminated soils should be rare.

As to public health impacts from chemicals leaching from water pipe
into potable water, we find that significant impacts are possible but
unproven, both for plastic pipos--especially the chlorinated varieties--and
for metal ones, specifically copper systems. |If the upper ranges of
possible concentrations of leachates are regularly reached, the cumulative
risks to public health may be high enough to be of concern by typical
standards of acceptable.risk, for example, a lifetime cancer risk of one in
a million. The chemicals of concern are lead from the solder in ccpper
pipes, possibly leading to neurologic disorders, and carbon tetrachloride,
perchloroethylene, and trichloroethylene from plastic (especially PMC and
CPVC) pipes, possibly resulting in cancer.

Two major considerations limit the significance of the findings,
first, the status of information about long-term levels of leachates is
exceedingly flimsy. Reasonable further testing cculd resolve at least part
of the uncertainty (see Section YI). Second, the risk assessment procedure
is moderately conservative. If risks still appear to be of concern after
concentrations are better known, more attention would need to be devoted to
assuring that the assessment procedure took into account detailed properties
of the chemical. Finally, thorough initial flushing would effectively
mitigate the effects of the rapidly leaching materials, especially the
solvents used with plastic pipe. Overall, current Information does not
establish an environmental preference between copper and plastic pipe, with
neither clearly likely to cause a great number of deaths or serious
111 nesses.

For worker safety and health, a similar situation exists. Doth lead
from solder fumes in installing copper pipe and solvents from installing
ADS, PYC, and CPVC pipe could be hazardous if plumbers have high exposures
by inhalation; detmal absorption could also be significant In the case of
solvents. The diseases of concern fAr solder fumes are related to the lead

exposure and are neurologic. lhe solvents may also cause nerve damage, and



tney may be involved >n iiver o.i. .I>#” or reproduct.ive p/Cblems as well.
Honi*vor, they are not impl icated 7;i cancer unless benzene is more common
than thought, Unless the MOSM report about to be released resolves the
range of exposures satisfactorily, further testing would be useful before
completing the EiK. Safety issues generally favor plastic over metal, which
appears to lead t) more burns (hot solder and especially flux) and strains
and contusions (from heavier metal pipes). PB (like PE, although its uses
are not proposed for change) poses little if any worker safety and health
concern. Use of gloves, other protective equipment.,, ventilation, and simple
care will significantly reduce any potential hazards from either plastic or
metal pipe, but these practices have not achieved widespread acceptance
among plumbers.

Fire safety is. a very real concern with plastic DW pipe; ABS is
combustible, and PMC and CPVC will at least soften and slump 1n lines. If
these plastics are installed as direct, substitutes for metal, as they
already are in non-fire-rated residences, they will degrade the fire
resistance of struc tiu-es. The gaskets in no-hub cast iron will also fail in
fires and cause the pipe to fall, leaving fire passages. But the proposed
code changes apply to fire-rated, fire-resistive construction that coula
retain its fire rating if appropriate installation procedures are developed
and enforced. In such conditions, no degradation of fire resistance would
occur. This issue thus turns cn enforcement, not science. The potable

water pipes, kept cooler by the water inside and of much lower mass, are not
a significant fire safety issue.

As with fire safety, smoke toxicity ir an issue in which plastic can
only be less envii-onmentdlly acceptable than metal. However, whether the
difference is significant is less certain. Both ABS, which seems likely to
contribute the majority of pipe mass in California, and the polyolefins PB 1
and PF produce combustion products that are not highly toxic; few if any
additional fatalities or serious Injuries would be likely from their
combustion, PYC and CPVC both produce significant quantities of hydrogen
chloride viper in fire environments, and this corror,ivd material could,

under rertain cir»\inr,; wees, make a difierence in the probability of human

V-3



survival in linos. tn.jtn:nv.y of i-iod* occuriuncos is clouded ty lac*, of
n oonerally accepted tost for smke tonicity. This problem is currently
being addressed both by the State of California Department of Industrial
Relations and by the State of Mow Yo>*k We believe DHCD should pay close
attention to results from those studies, but does not need to delay a
decision solely on those grounds.

Mo other significant adverse impacts are likely to result’from the
expanded use of plastic plumbing pipe If relatively simple mitigation
measures are taken. Plastic drain pipes may be slightly noisier than cast
iron pipe. See the following section (Y-13) for further elaboration.

Overall, the SRI study team sees Httle evidence that expanded use of
plastic plumbing pipe would cause significantly greater environmental
problems than the materials it would replace. Unfortunately, lack of
evidence is not the same as lack of hazard. We believe it is especially
important to gather .more information on leaching of chemicals from both
plastic.and metal pipe systems Into potable water and on the exposures of
plumbers to material from plastic (ABS, PYC, CPVC) and tnetal (copper)
plumbi ng systems.

Table Y-l summarizes our present assessment of our relative
environmental concern about pipe systems. There we show cur relallve
degrees of concern for different materials for each of the major areas of
impacts. A high rating does not necessarily mean an impact that Is
significant in the sense of CEWA but does mean that the material rated
seems to us moPi likely to be environmentally harmful then other materials
on that dimension. For example, the chlorinated plastics clearly are of
highest concern for smoke toxicity, but may not pose any signiftcantly

h'giier impacts in the proposed new DA uses (fire-resistive construction;.



Tobio V-I

RELATIVE DEGREE OF CONCERN REGARDING
POTENTIAL ENVIRONMENTAL [IMPACTS*

Potable Water Orain, Waste, and Vent
Plastic Metal ~T1 aStic Metal
Irapac t Glv. Copper/ ¢:}
Area PP/PE + PVC/TPVC Copper  Steel AIS pvc/r.pvc  Gal.Steel Ip
Public Health 3 4 3 3 0 0 0 i
Worker Safety 1 2 4 é 2 2 3* !
Worker Health 0 3 4 4 4 3+
Fire Safety 3 2 0 0 5 4 0 ;
fnokc Toxicity 1 3 0 0 g 5 0 (
Other Impacts 0 0 0 0 1 1 0 C
Key: 0 - No concern 3 « About average concern
1 - Considerably less concern than average 1 - More concern than average
2 - Less concern than average 5 - Considerably more concern than
average

Note: High relative concern does not necessarily imply high absolute con'ern;
significance of ratings depends cn mitigation measures taken.

More for copper, less for galvanized.

V>
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The followi;n environmental effects uf expanded uses for plastic

pi unking pipe nay occur but are probably insignificant by any reasonable
interpretation of CEQA

Plastic pipe systems nay fail slightly more frequently than ihetal

systems until a body of experience with installation errors has
accumulated.

Plastic pipe will consume slightly more petroleum than metal pipe,
hut slightly loss energy overall.

Plastic pipe will contribute a slightly different load of pollutants
to public waste water treatment systems, but the direction of
impact, let alone its magnitude, is uncertain.

Plastic DW pipe will be slightly noisier than metalsystems if
installed so as to contact wall surfaces; this may be more
significant than otherwise in the multi family, fire-rated
construction that is affected in the UW code changes.

Plastic DM pipe could be damaged by pipe cleaning equipment, but

.because of its resistance to corrosion, the frequency of such
cleaning should he low.

Plastic pipe will slightly decrease the life-cyclo cost of plumbing

and therefore of housing, but not enough to change demand patterns
or growth.

Small shifts in employment from metal pipe manufacturing to plastic
pipe manufacturing will o_cur.

A small reduction in the work of plumbers will occur, mostly as a
result of repair and renovation work by do-it-yourselfers.

Fffccts of Alternative Actions

In addition to the proposed project, e.g., the proposed change to the
1932 Uniform Plumbing Code (UPC) allowing certain new uses of plastic

plumbing pipe as described in the Project Description, this environmental

review has examined the potential effects of alternatives to the proposed

project on the quality of the natural and human environment. The eventual
FIR will consider alternatives as well as the project itself to provide a

Y-5



baseline for cvlli.atinj U™ signif;.:.1ico of the impacts anil to provide
possible alternative courses of <«c*ite> should the proposed project create
significant adverse impacts that cannot be successfully mitigated. With
this goal in mind, the alternatives wo have selected for analysis are no
changes to the state code, partial appioval of plastic pipe use, and
complete "ejection of all plastic, pipe (that is, reversal of earlier
provisions allowing certain tires of plastic pipe).

Under the no-action alternative, there would be no changes in the state
code regarding the use of plastic plumbing pipe. All currently approved
uses for plastic pipe would continue to be permitted and no new uses of
plastic pipe would be allowed. None of the impacts attributable to the use
of plastic pipe In expanded applications would be observed; arty public
health and worker safety and health effects of currently allowed plastic and
metal piping systems would persist.

The partial approval alternative would amend the state code to permit
certain new uses of plastic pipe, but not all of the new uses proposed under
the project. Counting cold and hot water supply in a given application as
one new use, the proposed project would change the code to permit 11 new
uses of plastic pipe (i.e., i new use for ADS pipe, 3 for PB pipe, 1 for PWTC
pipe, and b for CPMC pipe). Considering all the possible combinations of
these uses, over .3,000 partial approval alternatives are possible.

Cur analyses of the environmental consequences of the proposed project
have quided our selection of the subset of the partial approval alternatives
to be considered in the LIK. That is, we define the partial approval
al urnatl ve(s) t; permit those now uses of plastic plumbing pipe that are
least likely to have significant adverse effects on the quality of the
natural and human environment. At present, the only partial alternative
that seems reasonably certain tc meet this requirement is to allow PB for
hot and cold water supply both outside buildings and 1nsldc buildings that
are not fire-rated or within the fire-resistive construction of fire-rated
buildings. No other new uses of plastic pipe would t;)e allowed.
Parenthetical |y, there seems little icason to prohibit PD in exposed



loot'ons bf temer>mi 'v.ii 1=ink> o |* ? as 5ho Penetrations of
fire-rosislant construction are jigrind to maintain the ration of that
ccnstru:ticn. The state of information on the impacts of this alternative
igenerally the same as on those of the metal water pipe currently allowed
for these two uses. Although PB will certainly burn and metal will not, the
additional risk ct fir*' spread appears minimal, as does that of smoke
toxicity. Leachates from PB have not been shown to be risk-free, but
neither have those from copper or galvanized steel. Of the two plastic
alternatives, Pfl is somewhat less likch to be a public health hazard than
CPVC, although the relative ratings of r'J, CPVC, copper, and galvanized
steel will not be clear without further testing (see Section VI). PB is
clearly a preferred material, from the worker safety and health viewpoint,

compared both, with metal systems and with plastics that require cementing.

Under tha option of disallowing currently allowed uses of plastic pipe,
any impacts of those materials would disappear and those of metal systems
reappear. The possibility of permeation of water supply piping by organic
contaminants would decrease to the extent that PVC and TE supply lines would
be replaced by metal with .Impermeable joints (but even metal pipe joints can
be permeable). Leachates from PC and TB would be replaced by those from
copper, with no clear Impact, positive or negative, on public health. Che
metal ptpes would be somewhat more likely to corrode in soil than plastic
(galvanized mmsteel is not recommended for buried supply lines). Only small

changes in worker safety and health would result from the changes in water
supply piping.

Any major Impacts of disallowing current user, of plastic pipe would be
ssociated with the widespread use of A3? (and less widespread use of PVC)
in fW applications, riro load and fire spread would be reduced In
rvonfire-rated construction. It is probable that few fatalities or little
property damige vault! be avoided by this action, but both are possible
berefits. Smoko toxins would also decrease somewhat, especially if PVC were
replaced. The decrease in plumber-1 exposures to solvent cements would be
offset by increased work-related Injuries from v/orking with cast iron and,

to some e<tent, with soldered joints ”n copper DW, Whether the not effect



on worker safety and health would he positive or negative is difficult to

predict, given the current lacV of information on plumbers' exposures.

Finally, the alternative that would disallow current uses of plastic
wojld transfer some profits and jobs from the plastics to the metal pipe
industries. Since large quantities of )W are involved, these impacts would
probably be greater than those for the prime project alternative of allowing
expanded uses of plastic pipe. Houses could become more expensive,
depending on the prices of cast iron and copper, but probably not enough to
significantly affect the demand for housing.

In summary, the alternative of approving only the expanded uses of PB
appears to pose fewer environmental, risks than does the full proposed
project given the state of current information. Because metal systems also
pose some unique risks and may be comparable to plastic systems in other
risk areas, we are not prepared to say that the no-project alternative or
the alternative that would disallow current uses of plastic are
environmentally preferable to the partial approval alternative, or even to
the full proposed project.

0. Cumulative and Long-Term Implications

Increased use of plastic plumbing pipe can contribute to cumulative
environmental impacts in two ways. .

First, the sum of the environmental Impacts of plastic pipe could be
significant even when no one Individual Impact is deemed significant. In
the case of plastic pipe, the most plausible example is for .the various
leachates that could each contribute to public health impacts. For example,
no one leachate might reach the level of 10"6 lifetime risk for cancer,
but the cumulative risk of all leachates acting together might exceed that
level. Given the current uncertainties about the public health Impacts,
especially those concerning the long-term levels of leachates 1n drinking
water, we are unable to determine whether the cumulative impact is

V-9



»significant. A similar situation is uvjru! wif> worker teal th impacts, wtere
tte risk of one solvent might he ingi "“ynificant, but thit of two or more
could be significant. r r lire safety, tte-eunulati vo impact of all the
proposed new uses ror plastic pipe a-* likely to be dominated by tte new DW
uses; the contribution of = pipe is likciy to be negligible. Tte same is
true of smoke toxicity, except tiut the combined affect of HCl1, CO, and
otter toxicants could be significant even wlon the effects of any one alone

were not.

A second issue of cumulative impact is ho question of whether the
expanded use of plastic water pipe would add to tie impacts of otter similar
actions and in total create a significant effect even though the use of
plastic water pipe is not itself significant. We can consider two levels of

cumulative impacts:

Cumulative impact of expanded and existing use of plastic plumbing
pipe.

Contribution of plastic plumbing pipe to total use of plastic
- products.

As has been made clear earlier, tte expanded us'S of plastic pipe arc
in many ways ratter small :n comparison to existing approved use of plastic
pipe. Mast new California teuses are already being plumbed witb ABS DW if
ttey are not fire-rated; tte addition of 10i (by weiglrt) more plastic pipe
as B or (less likely) CPVC water pipe will be of little consegjence for
fire safety, especially as water piping is less sensitive. Tte increase for
plastic pipe In fire-rated construction, of course, is total since no
plastic is being used now; tewover, 1f ways of maintaining tte rating are
developed as roqiired by code, little fire safety impact would be expected.
Similarly, tte cementing of plastic potable water pipe is probably mu= j less
of a problem for workers than tte cementing of already approved ACS DWY.
Tlus, tte greatest Issue of cumulative impact involves public tealth
impacts, in which plasti: In residences can add to plasl;lic In public utility
distribution systems W hvwe no way of estimating tte lelatlvc
contribution cf each to tte total inzjrd, as tte "lurce of contaminants

V-U»



............................................... . ) A JRPK,
found in tne water rwpp'v (..m!ro!+) during leeching tests is not known. Wb

doubt that the coibin-d effects of iistribution and residential piping would
be significant if neither one alone were, but we cannot rule out that
possibility. Similarly, permeation of plastic distribution pipes by toxic
substances is more likely than it is for residential piping systems, but the
significance of either, in terms of an overall risk assessment, wiM not be

clear for a long Lime.

With regard to plastics in total, the expanded uses of; plastic pipe
will be a relatively small contribution in r.iost respects. Plastics are by
now endemic in our society. Most of the contaminants of PVC and CPYC that
could be public health hazards will be ingested in much greater quantities
from ether PVC products such as food containers or, in the case of some of
the chlorinated methanes, simply from waste products reaching the raw water
supply. Those from PH and PC are similar to those from PE food contact
materials. If plasticizers do contaminate plastic pipe, they will still do
so at much lower.levels than they do in any number of plasticized producats
to wjii.ch people aie* ..mmegularly exposed, such as flexible vli\y1l upholstery
(where they would yield inhalation rather than Ingestion exposures). Hut
equally clearly, plastic pipe does contribute to the total load of
plastic-related hazards in Califurnia--for example, to the total of all
combustible plasti.s in residences. The hazards from the total use of
plastics are undoubtedly appreciable, even though nearly impossible to
estimate. Whether ornot they are greater or less than the hazards of the
materials they replace Is perhaps even moredifficult to state. About all
that can be said is that plastic pipe Is not an unusually prominent or
sp?cial case among plastics general.

CEKA also requires an assessment of whether long-term environmental
rusts will be incurred as a »ecult of short-term economic or other
benefits. Certainly, any public hoil th Impacts of plastic pipe that do
o.cu- will probably be delayed for decades, as will seme of the worker
health orsmoke toxicity Impacts. However, for the purpose cf determining

fhe environmental consequences vf the expanded uses of plastic pipe, those



should be counted us '.urr-nt ir.pucts. and not discnunted in comparison with
current benefits. believe that, w/h:n it is viewed from this perspective,
this CEQA issue is ine ’evint to the decision at hand.

E. fijgni ficant Irreversible Changes

CEOA also requires an assessment of environmental changes or
consumption of resources that would he permanent and irreversible. For
example, the mining of a mountain is an essentially irreversible impact,
whereas most air pollutants and their impacts would disappear once the
sourc* of pollution is icir.oved.

Ir. the case of the expanded us? of plastic plumbing pipe, there would
be a small permanent commitment of petroleum resources (but not other energy
sources) to the manufacture of the pipe constituents. Total energy
resources would be conserved to a slight degree. !f any deaths occurred as
i result of diseases caused by leachates or occupational exposures, cr from
fire or smolce toxicity, they .would also be 1rreversible. If plastic pipe
wore later disapproved, the' occurrence of row fatalities would gradually
disappear. Some of the leachates from plastic pipe are mutagens and some
mutations can he heritable. Thus, it is possible that a hcrltable--and more
likelv than not adverse--mutation could persist in the population as a
result of drinkinu from plastic wate** pipes. Neither the specifics of the
ledwhato*. in water “run plastic pipe nor the overall state of the art of
genetic risk asje'vroot allows an evaluation of this possibility at
present. If the 'mp.uts if plastic pipe eventually were judged
unacceptable, it is possible that the metal pipe industry would have
declined by that *ir * to the point at wh'ch it would prove difficult to
revive, but that possibility is also extremely speculative. Overall, we
believe that the pv/crsiMl ity of the impacts is not as Important an issue

to resolve as the magnitude and significance of current impacts.



California“s ;..cpulotion ir pr-"i(™t>x to incr*as- from the 1900 total cf
22.3 million peoole *a 25.9 million oy 1905 and to 27.9 million by 1990
(California Department of Finance, 19.31). The prooosed code change is not
likely to signiri.antly affect tins forecast population growth for the
following reasons. 'i»st. the reduction in the cost of housing construction
that would result from t;e of the new\ permit fed plastics in place of
currently approved plum' ir;i materials is so sr-all that 1t would have
virtually no effect on the sales price or rent of dwelling units in the
state. Therefore, there will bo no change in the demand for housing and
consequently no additional in-inig*¥-ation of residents who would be attracted
by a drop in the price of housing. Second, the plumbing material
substitutions that are likely to result from the proposed code change would
not significantly affect employment opportunities in the state and so would
not affect the in-migration and cut-r.doration forecasts. Nor would either
housing prices or employment opportunities significantly affect shifts in
population from one part of California to another.



Bill NO. House Bill 508 Date January 26, 1984

Title

"An Act relatir* to the Plumbing Code." Contact: Eileen Plate

465-2700
Bob Bacolas
465-4870

Every three years, the International Association of Plumbing and
Mechanical Officials revises its minimum standards for the installa-
tion of plumbing to incorporate technological advances. The 1982 code
described in this bill is the most recent effort in this regard. The
1979 code presently in effect for the State of Alaska is therefore
outdated and will not be reprinted by the International Association of
Plumbing and Mechanical Officials.

Adoption of the 1982 Uniform Plumbing Code would bring Alaska's minimum
standards into conformity with those commonly accepted and used by

industry across the nation. The latest edition of the Uniform Plumbing
Code is also commonly adopted by political subdivisions in the state as
the minimum standards enforced under their building inspection programs.

Since the time the 1982 code was adopted by the International Associa-
tion of Plumbing and Mechanical Officials, a number of water quality,
worker safety and fire safety questions have been posed nationally
concerning 1982 code provisions which permit the use of plastic pipe
(section 401 of chapter 4 dealing with drainage systems and section
1004 of chapter 10 dealing with water distribution). This concern
also exists in Alaska, and no doubt will be brought out in the hearings
on House 3i1l No. 508. Although the department supports adoption of
the 1982 code at this time, should it be determined in the course of
the hearings that there are compelling reasons to prohibit the use of
plastic pipe, we would not have any strong objection to the specific
questioned sections being excluded from the State's minimum plumbing
standards.

House Bill No. 508 would not have any fiscal impact on the Department
of Labor.

APPROVED:
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FISCAL NOTE
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GENERAL FUND 0 0 0 0 0 0
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OTHER

TOTAL
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FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a drce page for analysis
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United Association of Journeymen and Apprentices of the
Plumbing and Pipe Fitting Industry jess s

(m»i5%c)  Journcvinjtul  f(K*ALNO. 375 STREET ADDRESS 3568 Geraghty Street
jpp.v.H..v nliuiijive jurisdiction
m i rter*. smonliwtth? plumbing i
—JiHaimireidsty <itvstate./ip Fairbanks, Alaska 99701

st.uject matter Proposed Substitute for HB 508 date  January 26, 1984

The Honorable Niilo Koponen

House of Representatives

State Capitol

Pouch V

Juneau, Alaska 99811 (Mail Stop 3100)

Dwight Perkins
245 Marine Way #7
Juneau, Alaska 99801

Dear Niilo and Dwight:

I am enclosing the proposed substitute for HB 508 which has been
drafted in legislative form by Art Rcbson, our house counsel. I am
sending a copy of this letter to our legislative friends so that
they will know what 1is occurring.

After Senator Vic Fischer advised us of the pendency of this bill,
Art got together with Dwight Perkins to see what had been done

elsewhere. They extracted the modifications which were made by the
Municipality of Anchorage and those are the modifications made 1in
the proposed substitute bill. This may not be exactly the way we

would have done 1it, but with Anchorage already having thoroughly
debated the matter and adopted the new Uniform Plumbing Code in this
form, we feel the interests of uniformity require that we all go
together so that the State adopts it in the same form. Adoption in
this form will take care of all our concerns and fer.rs.

I understand there is a possibility that Rick Eliason will introduce
this form 1in the senate so that it can proceed in both houses
simultaneously.

We back this substitute one hundred percent and we hope that our
legislative friends will do likewise. I hope to be 1in Juneau
personally later on in the session to get together with everyone on

MAP.TIV iWAﬁD JOSEPH A WALSH marvin j uor.nn CHARLES J. HAIIIG Lrttm thuuld
(ieiicral /m/i (hiittil Sicnlurvefn'fimit— Asihiuiil Gifiimil PraiiU'il Ami. (Amerul StcneM ni-Trtautnr b”w”{)'.”ed lu
one su JECT
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The Honorable Niilo Koponen
"Dwight Perkins

Page 2

January 26 ,19(34

this, the natural gas pipeline proposals, and other
effect the work life of our members.

My thanks for all your help.

Sincerely yours,

M

J. L. ARSENAULT, Business Manager
Financial Secretary - Treasurer
U.A. Local 375

CLM
Enclosure

c.c. The Honorable Don Bennett
The Honorable Richard Eliason
The Honorable Bettye Fahrenkamp
The Honorable Vic Fischer
The Honorable Joe Josephson
The Honorable Jay Kerttula
The Honorable H. Pappy Moss
The Honorable Pat Rodey
The Honorable Bob Bettisworth
The Honorable Don Clocksin
The Honorable Mike Davis
The Honorable Jim Duncan
The Honorable Walt Furnace
The Honorable Ronald L. Larson
The Honorable Hugh Malone
The Honorable Mike M. Miller
The Honorable Mike W. Miller
The Honorable John Ringstad
The Honorable Richard Shultz
The Honorable Mike Szymanski

matters

that



IM THE house by cowdery and liska
SUBSTITUTE FOR
HOUSE BILL NO. 508
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISTAHJRE - SECOND SESSION
A BILT,
For an Act entitled: "An Act relating to the plumbing code."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.60.705 is amended to read:

Sec 18.60.705. PLUMBING CODE. The Department of Labor shall
adopt, as the official minimum plumbing code for the state, the
Uniform Plinrhing Code, 1982 [1979] edition, adopted at the 52nd
[49TH] Annua. Conference, October 1981 [SEPTEMBER, 1978], Interna—
tional Association of Plumbing and Mechanical Officials, chs. 1-13
and appendices, useful tables, and installation standards, but
excluding Part 1, Administration, pages la - 6a, all of Subsection
(e) and it™ exception, as well as the second and third sentences of
Part (@ of Section 1004, Chapter 10, Paae 75, and subject to AS
18.60.710 - 18.60.740. The following amendments to said code shall

be adopted:

-1- HB 508



In Chapter 4, Paae 37, Section 401(a) and (b), shall be
amended bv deletion of the words "‘extra strength vitrified clav
pipe” and "vitrified clav'.

In Chapter 4, Paae 37, Section 401(a), subparagraphs number
DOFfE@ and (@), shall be deleted and will be replaced by the
following words;

"1. No galvanized wrought 1iron or galvanized steel
pipe or ABS or PBC shall be used under ground, but all such
pipe shall be kept at least six iInches above around.

2. ABS or PBC installations shall be [limited to
residential construction not over 25 feet in stack height.

ABS and PBC shall be no less than Schedule 40 iron pipe

size standard steel pipe thickness. ABS or PBC shall not

penetrate anv one hour wall unless it is sleeved with a

minimum of 20 gauge metal for a distance of six inches

bevond the wall or changed to Schedule 40 galvanized DWV
cooper or cast iron pipe to a metal trap connection."

In Chapter 5, Page 45, Section 503(a), subsection number
(@, shall be deleted and replaced with the following words:

"2. ABS or PBC installations shall be limited to
residential “eonstruction not over 25 feet iIn stack height.
ABS and PBC shall be no less than Schedule 40 iron pipe
size standard steel pipe thickness. ABS or PBC shall not
penetrate and on3 hour wall unless i1t iIs sleeved with a

minimum of 20 gauge metal for a distance of six inches



bevond the wall or chanaed to Schedule 40 aalvanized EWV
copper or cast iron pipe to a metal trap connection.”
* Sec. 2. AS 18.60.740(1) is amended to read:
@ ‘'code” means the Uniform Plumbing Code, 1982 [1979]
edition, adopted at the 52nd [49TH] Annual Conference, October 1981
[SEPTEMBER 1978], International Association of Plumbing and Mechanical

Officials as modified bv AS 18.60.705;

-3- HB 508



JANUARY 31, 1984

TO: JOHEF
FROM: KEN
RE: HB 508, PLUMBING CODE

WHAT THE BILLDOES

HOUSE BILL 508 WOULD REPLACE THE STATES CURRENT UNIFORM PLUMBING CODE, the 1979

EDITION, WITH THE NEWER 1982 EDITION.

CGMMENTS

AS YOU KNOW, THIS BILL IS QUITE CONTROVERSIAL WITHIN THE INDUSTRY. THE PLUMBERS UNIONS
OPPOSE ITS IMPLEMENTATION WHILE NUMEROUS OTHER GROUPS INVOLVED WITH PLUMBING FAVOR THE
NEW CODE. YOU CAN EXPECT SOME PRETTY HEATED DEBATE OVER THE HEALTH AND SAFETY ISSUES

IN VOLVED WITH THE NEW CODE.

IN THE 1979 EDITION, PLASTIC PIPE WAS VERY RESTRICTED AS TO HOW IT COULD BE USED. IN THE
1982 CODE THE USE OF PLASTIC PIPE HAS BEEN EXPANDED TO INCLUDE VENTILATION SYSTEMS, HOT

AND COLD WATER DISTRIBUTION, AND IN DRAINAGE.

I HAVE ATTACHED AN ADDITIONAL PAGE WITH “JESTIONS FOR SEVERAL DIFFERENT WITNESSES.



QUESTIONS ON 508

FOR PLUMBERS UNION.

1. IS IT TRUE PLASTIC PIPE SUCH AS POLYBUTALYENE IS MORE LABOR EFFICIENT
AND ACTUALLY TAKES LESS TIME TO INSTALL ?

2. ISN"T TRUE THERE ARE CONSIDERABLE HAZARDS FROM TECHNICS USED TO INSTALL
PIPES OTHER THAN THOSE MADE FROM PLASTIC ?

FOR SHELL OIL CO.

1. WHAT KIND OF TESTS HAVE YOU CONDUCTED THAT PROVE TO YOU PLASTIC PIPE
IS SAFE TO USE AS PRESCRIBED BY THE 1982 UNIFORM PLUMBING CODE ?

2. DO HAVE ANY RESERVATIONS ABOUT THESE SHELL PRODUCTS ? ARE THEY AS SAFE, IN
YOUR PROFESSIONAL OPINION, AS PIPE MADE FROM OTHER MATERIAL SUCH AS COPPER

OR CAST IRON ?

FOR TOM HIGHAM

1. WHY DID THE INTERNATIONAL ASSOCIATION OF PLUMBERS AND MECHANICAL OFFICIALS

DECIDE TO INCLUDE THE USE OF PLASTIC PIPE IN THE 1982 UNIFORM PLUMBERS CODE ?

2. IS THERE CONSIDERABLE DIFFERENCE : *SAFETY IN USING PLASTIC PIPE AND TOE MORE
CONVENTIONAL PIPES, IN YOUR OPINION ?

3. MR HIGHAM, 1IN YOUR OPINION, IS THIS AS MUCH A POLITICAL ISSUE AS IT IS

WORKERS SAFETY ISSUE ? WHY IS THAT ?
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ORIGINAL FILED

JAN24-«384

COUNT"'- «." IRK

SUPERIOR COURT OF THE STATE OF CALIFORL.

FOR THE COUNTY OF LOS ANGELES

MARIE SHIBUYA-SNELL, DIRECTOR OF THE CASE NO. C 395 294
CALIFORNIA DEPARTMENT OF CONSUMER

AFFAIRS, FRIENDS OF THE EARTH, JUDGMENT EXTENDING
CONSUMER FEDERATION OF CALIFORNIA, AND MODIFYING
STATE BUILDING AND CONSTRUCTION TRADES INJUNCTION

COUNCIL OF CALIFORNIA, AND AILEFN ADAMS,
Plaii.-~ffs,
VS
INTERNATIONAL ASSOCIATION OF PLUMBING
AND MECHANICAL OFFICIALS, a California
corporation, and DOES 1 through XX,

Defendants,

The above-captioned matter was duly and regularly called
for trial on December 12, 1983, in Department 32 of the
Superior Court, the. -Honorable Jack A. Crickard, Judge
Presiding. Roger- Dickinson, Esq.-, appeared on behalf of
plaintiff Marie Shibuya-Snell, Director of the California
Department of Consumer Affairs ("Director”); Michael H. Rcmy,
Esq.-, and Tina A. Thomas, Esq., appeared on behalf of
plaintiff California State Building and Construction Trades

Council, AFL-CIO ("Union Council™); and Geoffrey Cowan, Esq.,



entered an appearance on December 12, 1903, behalf of

plaintiffs Consumer Federation of California, Friends of the

Earth and Aileen Adanms.
John F. McKenna, Jr., Esq , appeared on behalf of

defendant International Association of Plumbing and Mechanical

officials ("I1APMO").

The matter was heard on December 12, 13, 14, 15, 16, 20
and 21, 1983. Evidence, both oral and written, was submitted

by all parties, and the matter was duly submitted.

IT IS NOW ORDERED, ADJUDGED AND DECREED:

r
1. Upon the authority of Code of Civil Procedure
Section 526 Subdivision D, the existing preliminary

I
injunction, granted upon the application of plaintiff

Director®s predecessor 1in office, ms partially modified and

continued in force as the permanent order of this Court.

2. Pursuant thereto, Defendant IAPMO, its agents,

. # f
officers,* employees, and representatives, and all persons
Acting in concert or participating with IAPMO are. hereby
permanently ““enjoined from disseminating, directly . or

indirectly, to any individual or organization 1in .California,

the 1982 Edition of the Uniform Plumbing Code ..(1UPC") or, the

1APMO Directory < of Plumbing Research Recommendations

<0 *

("Research <Directory”™), without 1including a warning notice.

The warning notice required to be included shall appear in no

« oM #

less than 10-point bold type and shall state as follows:

¢ >»

NOTICE: An Environmental |Impact Report 1is now

being prepared 1in California to determine whether .. -
the use of CPVC, PVC, or PR plastic pipe for trans-

ing potable water poses a danger to public health

or the environment. At the time of this printing

of the 1982 Edition of the Uniform Plumbing Code,

Ha



and this update of IAPMO"s Directory of Plumbing
Research Recommendations, the State of California does
not permit any expansion of the use of such pipe, 1in
applications permitted by the Uniform Plumbing Code, -
beyond those applications permitted in the 1979 Edition

of the Uniform Plumbing Code.

For information on California restrictions, contact
the State Housing Law Section of the California
Housing and Community Development Department.

Immediately below the notice, 1in the same size or smaller

type, the following statement may appear, at the option of

1APMO:

(This notice 1is inserted herein pursuant to a c<-urt
Order in the case of CALIFORNIA DEPARTMENT OF CONS-
SUMER AFFAIRS v. INTERNATIONAL ASSOCIATION OF PLUMB- 18

“ ING AND MECHANICAL OFFICIALS, Los Angeles Superior
Court No. C-395294.)

The notice shall not contain, include, or be accompanied
by any other 1information or materials.
3. The notice shai . be affixed

(a) To the 1inside cover of each copy of the

- UPC affected by this Order, ard -

(b) *Upon the reverse side of the division T
page entitled "Water Systems and Related Items"” - .
(No. 5) of each copy the Research Directory,

(c) By suitable adhesive material along the
notice®s top and bottom borders, in a manner cal- e o
“eulated to ensure-that the accidental removal of - ",

g

» ~>-the notice docs not occur. .- -

4. The foregoing orders shall take effect 30 days-after

entry of this Judgment, and the foregoing orders shall

automatically terminate, both as to the UPC and the Research

Directory, upon the date the 19R7 Edition of the UPC in

superceded by the publication oi the 1905 Edition of the UPC.



;6T- rs*6.s:

1 5. All relief sought by plaintiffs, other than the relief
2 granted to plaintiff Director by the foregoing orders, is denied.

3 6. Each party shall bear their own court costs.

4 DATED - Jr.il 2 a 1984

7 .UCK A. CItICKAPJ

JACK A. CRICKARD
8 JUDGE OF THE SUPERIOR COURT
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Shell Chemical Company

A Dtvic»on 0» Shf« Oil Company
P.O BO* '637
1984

February 2,
Stockton, CA 95207

The Honorable John Cowdery
House of Representatives
State Capitol

Pouch V

Juneau, Alaska 99811

Dear Representative Cowdery

I'd like to thank you for your prompt and efficient handling of HB 508
| also extend my appreciation to the entire committee for the courtesies
extended during my appearance before the House Committee on Labor and
Industries.

There is one matter that | believe deserves further comment. On
February 1, 1984, during Committee discussion on the bill, Representative
Koponen commented on two different occasions that "representative from Shel
supports the amendments submitted by the United Association (Union)."™ Please
he advised that Shell did not nor does not support these amendments.

First of all, | speak on behalf of polybutylene. The U.A. amendments
delete all reference to polybutylene in the Code. Given the substantial
performance and economic benefits of polybutylene, this amendment is clearly
not in the best interest of the people of Alaska. When you comoine the
performance benefits

Corrosion resistance

Resistance to scale

Freeze resistance
with the savings realized in the installation of polybutylene, you can under-
stand why polybutylene has been widely accepted by the Code approval agencies
and the contractor and developers across the United States

The remainder of the U.A. amendements are also not supported by Shell.
Simply stated these amendments would be a step back in time. The deletion
of materials already approved by the U.P.C. or the restriction of their use
would inflict an economic penalty on the builder and consuner. This penalty
would be inflicted with no basis in fact

Please feel free to contact me if | can clearify any of the above

Very t.uly yours

M. J. 0'Brien
Regional Sales Manager
Polybutylene Department

MJO/ja
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LEGISLATIVE PROPOSAL ANALYSIS

Subject of Proposed Bill:
"Adoption of 1932 Uniform Plumbing Code"

Background Information: \

Every third year, the International Association of Plumbing and Mechanical
Officials adepts a revised plumbing code incoroorati ng advances and improve-
ments in \eihnology. During the Twelfth Legislature, the department did not
propose legislation to adopt the 1982 version of the Uniform Plumbing Code
because there were conflicts between the Uniform Plumbing Code ana the Uni-
form Building Code. The Department of Public Safety (Fire Marshall's Office)
will propose legislation to adopt the most recent edition of the Uniform Build-
ing Code which is consistent, with the 1982 Uniform Plumbing Code.

Summary:
The most noticeable changes in the plumbing code are as follows:

Section 108 allows for a laroar grease interception to serve one or more fix-
tures. Section 203(d) states that copper tubing used for water service shall
have a weight of not less than Type L.

Table 4-3, footnote #4. Evidence indicates that a three-inch horizontal waste
will effectively handle discharge from three water closets; thus the code
change, so that only fcur water closets or six unit traps are allowed on any
vertical stack, and not to exceed three water 'Jlosets or six unit traps on any
horizontal branch or drain.

Section 601 changes will not allow cold storage roans, refrigerators, cooling
counters, etc. designed to hold food or drink, or sinks for washing or pre-
paration of food, to be directly connected to a was™e or vent pipe. All drains
shall discharge through an air gap into a open drain or approved receptor.

Section 1004 is one of the major changes, and allows Poly Butylene (PB) water
pipes to be used for hot and cold water distribution tubing systems, using
inserts for connectors. It also inserts language to assure that when metal
pipe is used as a building ground, it will be replaced by metal pipe when
repairs are made to these pipes.

Also adopted were insulation standards for cold water service and yard piping.
These standards were for Poly Vinyl Chloride (PVC), asbestos cement pressure

piping and Poly Butylene (PB).

Those groups most affected by this change will be plumbers, contractors, local
governments and state agencies issuing building permits.

Estimated Fiscal Impact: (FY '83 - FY '87)
To the state: -0-

To others: -0 -



This chapter covers various information not presented, earl ior but
required by the California Environmental Quality Act (CEQA) for
Environmental impact Reports. As this document is a preliminary
environmental review,, this section has not been fully developed. When the
draft and final versions of the EIR are proposed, it is likely to expand end
some of the findings will undoubtedly change or at least be stated mere
confidently.

A Significant Unavoidable Environmental Impacts

'For this preliminary environmental review of a very subtle and complex
proposal, SRl chose to describe our current overall conclusions about the
proposed plumbing code changes and our reasons for them, without making

definitive findings of significance except where they were clearcut.

First, we discovered nothing to suggest that the issues discussed
earlier as the prime ones are insignificant or that other issues are
dominant.. The only new issue of potential significance that surfaced was
the permeation of buried plastic pipe by contaminants in soil and the
resulting possible public health impacts. Although the possibility that
such effects could occur from permeation of water supply lines from the
meter to the house is plausible, any potential problem would also
occur--probably in much greater proportion--from the public water
distribution system. This problem should be re-examined when better re
understood and if found significant should influence state policies witlr -1

fT1
respect to plastic use in both public arid residential systems. With co ”'rnm



adequate education or building insj'-.t',rs dr. the permeation issue, improper

installation o' plv.tic vAter service ii' rcntaninated soils sl'.culd be rare.

As to public health impacts from chemicals leaching from water pipe
into potable water, we find that significant impacts are possible but
unproven, both for olastic pipos--espccially the chlorinated varieties--and
for metal ones, specifically copper systems. |If the upper ranges of
possible concentrations of leachates are regularly reached, the cumulative
risks to public health may be high enough to be of concern by typical
standards of acceptab)e.risk, for example, a lifetime cancer risk of one in
a million. The chemicals of concern are lead from the solder in ccpper
pipes, possibly leading to neurologic disorders, and carbon tetrachloride,
perchlcroethylene, and trichloroethylene from plastic (especially PVC and
CPVC) pipes, possibly resulting in cancer.

Two major considerations limit the significance of the findings,
first, the status of information about long-term levels of leachates is
exceedingly flimsy. Reasonable further testing could resolve at least part,
of the uncertainty (see Section YI). Second, the risk assessment procedure
is moderately conservative. If risks still appear to be of concern after
concentrations arc better known, more attention would need to be devoted to
assuring that the assessment procedure took into account detailed properties
cf the chemical. Finally, thorough initial flushing would effectively
mitigate the effects of the ripidly leaching materials, especially the
solvents used with plastic pipe. Overall, current information does not
establish an environmental pretorcnce between ccpper and plastic pipe, with
neither clearly likely to cause a great number of deaths or serious
{11 nesses.

For worker safety and health, a similar situation exists. Doth lead
from solder fumes in installing copper pipe and solvents from installing
ACS, PVC, and CPVC pipe could bo hazardous if plumbers have high exposures
by Inhalation; dermal absorption rculd also be significant In the case of
solvents. The diseases of concern fAr solder fumes are related to the lead

exposure and are neurologic. The solvents may also cause nerve damage, and



V

tney may be Involved in iivec <My i-r rcproductive problems as well.
However, they are not impHc.He'Jd 7 cancer unless benzene is more common
than thought. Unless the MI10SH report about to be released resolves the
range of exposures satisfactorily, further testing would be useful before
completing the E!R. Safety issues generally favor plastic over metal, which
appears to lead t) more burns (hot solder and especially flux) and strains
and contusions (from heavier inetair pipes). PB (like PE, although its uses
are not proposed for change) poses little if any worker safety and health
concern. Use of gloves, other protective equipment., ventilation, and simple
care will significantly reduce any potential hazards from either plastic or
metal pipe, but these practices have not achieved widespread acceptance
among plumbers.

Fire safety is a very real concern with plastic DW pipe; ABS is
combustible, and PMC and CPVC will at least soften and slump 1n lines. If
these plastics are installed as direct substitutes for metal, as they
already are in non-fire-rated residences, they will degrade the fire
resistance of structures. The gaskets in no-hub cast iron will also fail in
fires and cause the oipe to fall, Icavinj fire passages. Out the proposed
code changes apply to fire-raled, fire-resistive construction that could
ix»tain its fire nting if appropriate installation procedures are developed
and enforced. In such conditions, no degradation of fire resistance would
occur. This issue thus turns cn enforcement, not science. The potable

water pipes, kept cooler by the water inside and of much lower mass, are not
a significant fire safety issue.

As with fire sifety, smoke toxicity ir an issue in which plastic can
only be less environmentally acceptable than metal. However, whether the
difference is significant is less certain, both ABS, which seems likely to
contribute the majority of pipe mass in California, and the polynlofins FG *
and IT produce combustion products that are not highly toxic; few if any
additional fatalities or serious injuries would be likely from their
combustion, PMC an! CPVC both produce significant quantities of hydrogen
chloride viper in firo environments, and this corrosivtf material could,

under certain circumstances, male a jifteronce in the probability of human



survival in lines. t m-jueMcy of :u:.b ocdtirlenu.-s is clouded by lack of
a generally accepted test f.r smoke tcicity. Ihis problem is currently
being addressed both by the State of Ca’itoruia Department of Industrial
delations and by the State of flew Yari<. We believe QU should pay close
attention to results from those studies, but does not need to delay a
decision solely on those grounds.

hn other significant adverse impacts are likely to result”’from the
expanded use of plastic plumbing pipe If relatively simple mitigation
measures are taken. Plastic drain pipes may be slightly noisier than cast
iron pipe. See the following section (Y-B) for further elaboration.

Overall, the SRl study team sees litt’e evidence that expanded use of
plastic plumbing pipe would cause significantly greater environmental
problems than the materials ituould replace. Unfortunately, lack of
evidence is not the same as lack of hazard. We believe it is especially
important to gather more information on leaching of chemicals from both
plastic.and metal pipe systems into potable water and cn the exposures of
plumbers to material from plastic (ABS, PYC. CPVC) and metal (copper)
plumbing systems.

Table V-1 suirmari ..es our present assessment of our relative
environntMital concern about pipe systems. There we sfiow cur relative
degrees of concern fAr different materials for each of the major areas of
impacts. A high rating does not necesr.a-ily mean an impact that Is
significant in the sense of CEOA but does mean that the material rated
seems to us mere likely to be environmentally harmful tnon other materials
on that dinensim. For example, the chlorinated plastics clearly are of
highest concern for smoke toxicity, but may not pose any signiflcantly
h'gner Impacts In the proposed new DW uses (flre-reslistlve construction”.



Table 7-1

RELATIVE DEGREE OF CONCERN REGARDIIJG
POTENTIAL ENVIRONMENTAL IMPACTS*

Potable Water Grai n,_Wastr\ and Vet
Plastic "Metal "TlaStic
Impact Tialv. Copper/
Area _ PP/PE 7CPVC COPJHT  Steel ADS pvc/rpvc  Gal.Steel
Public v 11h 3 4 3 3 0 0 0
Worker Safety ! 2 4 2 2 2 3*
Worker Health 0 3 4 C 4 4 3+
Firr Safety 3 2 0 0 5 4 0
moV-e T-'Xicity 3 0 0 Y 5
Cther Inpacts 0 0 G 1 |
>oy: 0 - No concern About average concern
1 - Considerably less concern than average More concern than average
2 - Less concern than average Considerably nore concern than
average

Note: High relative concern docs not necessarily imply high absolute con'-em;
significance of ratings depends cn mitigation measures taken.

More for copper, I*-. for galvanized.



The following environmentll effects uf expanded uses for plastic
plumbing pipe nay occur but are probably insignificant by any reasonable

interpretation of CEOA

Plastic pipe systems may fail slightly more frequently than i'netal
systems until a body of experience with installation errors has
accumulated.

Plastic pipe will consume slightly more petroleum than metal pipe,
but slightly loss energy overall.

Plastic pipe will contribute a slightly different load of pollutants
to public waste water treatment systems, but the direction of
impact, lot alone its magnitude, is uncertain.

Plastic DW pipe will be slightly noisier than metal systems if
installed so as to contact wall surfaces; this may be more
significant than otherwise in the multifamily, fire-rated
construction that is affected in the DA code changes.

Plastic DA pipe could be damaged by pipe cleaning equipment, but
.because of its resistance to corrosion, the frequency of such
cleaning should he low.

Plastic pipe will slightly decrease the life-cycle cost of plumbing
and therefore of housing, but not enough to change demand patterns
or growth.

Small shifts in employment from metal pipe manufacturing to plastic
pipe manufacturing will o.cur.

A small reduction in the work of plumbers will occur, mostly as a
result of repair and renovation work by do-it-yourselfers.

Effects of Alternative Actions

In addition to the proposed project, e.g., the proposed change to the
1932 Uniform Plunbirg Code (UPC) allowing certain new uses of plastic
plumbing pipe as described in the Project Description, this environmental
review has examined the potential effects of alternatives to the proposed
project ori the quality of the natural an-! human environment. The eventual
E13 will consider alternatives as well as the project itself to provide a



baseline for evaluating the signif of the impacts and to provide
possible alternative versos of ac-ii.n should the proposed project create
significant adverse impacts that cannot be successfully mitigated. With
this goal in mind, the alternatives we have selected for analysis are no
changes to the state code, partial appiova! of plastic pipe use, and
complete '-ejection of all plastic pipe (that is, reversal of earlier
provisions allowing certain ures of plastic pipe).

%

Undci the no-action alternative, there would be no changes in the state
code regarding the use of plastic plumbing pipe. All currently approved
uses for plastic pipe would continue to be permitted and no new uses of
plastic pipe would be allowed, hone of the impacts attributable to the use
of plastic pipe in expanded applications would be observed; any public
health and worker safety and heal th effects of currently allowed plastic and
metal piping systems would persist.

The partial approval alternative would amend the state code to permit
certain new uses of plastic pipe, but not all of the new user, proposed under
the project. Counting cold and hot water supply in a given application as
one new use, the proposed project would change the code to permit 11 new
uses of plastic pipe (i.e., 1 new use for ADS pipe, 3 for ;B pipe, 1 for PC
pipe, and b for CPMC pipe). Considering all the possible combinations of
these uses, over .3,000 partial approval alternatives are possible.

Cur analyses of the environmental consequences of the proposed project
have guided our selection of the subset of the partial approval alternatives
to be consider'd in the UR. That is, we define the partial approval
al urnati ve(s) t: permit those new uses of plastic plumbing pipe that are
least likely to have significant adverse effects on the quality of the
naturat and human environment. At present, the only partial alternative
that seems reasonably certain tc meet this requirement Is to allow Rl for
hot and cold water supply both outside bulliings and inside buildings that
are not fire-rated or within the fire-resistive construction of fire-rated
buildings. No other new uses of plastic pipe would be allowed.
Parenthetical |y, there seems little reason to prohibit PB in exposed



Iccitiens of fit *>it" i ¥ 5 as Hu? penetrations of
fire-resistant cans fr;< tiori are «&signed to maintain the rating of that
ccnstru:tion. The state of infomation on the impacts of this alternative
is generally the same as on those of the metal water pipe currently allowed
for these two uses. Although will certainly burn and metal will not, the
additional risk of fire spread appears minimal, as does that of snake
toxicity. Leachates from PRI have not been shown to he risk-free, but
neither have those from copper or galvanized steel. Of the two plastic
alternatives, PB is somewhat less likely to be a public health hazard than
CPVC, altho”n the relative ratings of P3, CPVC, copper, and galvanized
steel will not he clear without further testing (see Section VI). PB is
clearly a preferred material, from the worker safety and health viewpoint,
compared both with metal systems and with plastics that require cementing.

Under the option of disallowing currently allowed uses of plastic pipe,
any impacts of these materials would disappear and those of metal systems
reappear. The possibility of permeation of water supply piping by organic
contaminants would decrease to the extent that PMC and PC supply lines world
be replaced by metal with Impermeable Joints (but even metal pipe Joints can
be permeable). Leachates from PMC and TB would be replaced by those from
copper, with no clear Impact, positive or negative, on public health. The
metal p?pes would be somewhat more likely to corrode 1n soil than plastic
(galvanized mmsteel 1s not recownended for burled supply lines). Only small

changes in worker safety and health would result from the changes In water
supply piping.

Any major Inr.acts of disallowing current user, of plastic pipe would be
associated with the widespread use of A35 (arid less widespread use of PVC)
in DtV appl icafions, riro load and fire spread would be reduced In
rvsnfire-rated construction. It 1s probable that few fatalities or little
property damage vault! be avoided by this action, hut both are possible
berefits. Smok™ toxins would also decrease somewhat, especially if PMC were
replaced. The decrease in plumber-' exposures to solvent cements would be
offset by increased work-related Injuries from v/ork1lng with cast Iron and,
to some extent, with soldered joints *n copper CW. Whether the net effect



on worker safety and health w.iuld h* positive or negative is difficult to

predict, given the current laci of information on plumbers' exposures.

Finally, the alternative that would disallow current uses of plastic
would transfer some profits and jobs from the plastics to the metal pipe
industries. Since large quantities of DW are involved, these impacts would
probably be greater than those for the prime project alternative of allowing
expanded uses of plastic pipe. Houses could become more expensive,
depending on the prices of cast iron and copper, but probably not enough to
significantly affect the demand for housing.

In summary, the alternative of approving only the expanded uses of PB
appears to pose fewer environmental risks than does the full proposed
project given the state of current Information. Because metal systems also
pose some unique risks and may be comparable to plastic systems in other
risk areas, we are not prepared to say that the no-project alternative or
the alternative that would disallow current uses of plastic are
environmentally preferable to the partial approval alternative, or even to
the full proposed project.

0. Cumulative and Long-Term Implications

Increased use of plastic plumbing pipe can contribute to cumulative

environmental impacts in two ways.

First, the sum of the environmental Impacts of plastic pipe could be
significant even when no one Individual Impact Is deemed significant. In
the case of plastic pipe, the most plausible example 1$ for the various
leachates that could each contribute to puMlic health Impacts. For example,
no one lcachat*? might reach the level of 10"~ lifetlmo risk for cancer,
but the cumulative risk of all leachates acting together might excecu that
level. Given the current uncertainties about the public health Impacts,
especially those concerning the long-term levels of leachates In drinking

water, we are unahle to determine whether the cumulative Impact is



i*;ni Meant. A simlar sit-ntiVn is ‘wind wir> worker lealth impacts, wlere
tie risk of one s>l v?nt ll*x«# i=? inai *gniflean*, but thit of two or nore
e.cold be significant. r r ;ire safety, Mr cunil.r.i ve impact of all th?
proposed new uses ror piiMie pipe a.* likely to be dominated by tic ne, DWY
uses; tfc contribution o< pipe is likciy to be nrgligib)e. TIx? same is
true of smoke toxicity, «'i-.pt trot th? combined affect of HC!, CO, and
otlir toxicants could be significant even wlcn th? effects of any’'one alone
won? not.
0

A second issue of cumulative impact is tli? question of whether the
expanded use of plastic water pipe would add tc tie impacts of otler similar
actions and in total create a significant effect cwn tlcugh th* use of
plastic water pipe ir> not itself significant, we can consider two lewis of

cumuiative impacts:
* of ¢,PJniJc™ |in(l existing use of plastic plumbing

Contribution of plastic plumbing pipe to total use of plastic
- products.

As his been nv.i* dear earlier, tit expandM us s of plastic pipe ot
in mny ways ratftr small 'n comparison to existing approved use of plastic
pipe. Most r:w -alifurnia louses are already being piunbed with AOS DWV if
thV are not fire-rated; th* addition of [0i (by weight) more plastic pipe
as id or (less likelv) CPVC water pipe will to of little conscgience for
fit* safety, especially as water jipinj is less sensitive. Tie increase for
plastic Piro In fire-ratcl ernstrjetion, of course, is total since no
plastic is being used now; icwover, if ways c¢f maintaining th; rating are
developed as regilrvd by rode, little fire safety impact would be expected.
Similarly, th* cementing of plastic potable water pipe ls probably much less
of 1 problem for wirkcrs thin th? counting of already approved ADS PWY.
Tius, the greatest issue of cumulative ‘mpact involves public Iralth
impacts, In which plasti; in residences can add to plastic In public utility
d"'Stnbutlon system; We. hive no way of estimating thj lelatlv?
ccitributton cf each ta tie total huurd, as *h* "lurce of contaminants



in ™ watc f.'ippiv u I miring learning tests is not known. Wb
doubt that the jw:bin»rd effects of !i stribution .ind residential piping would
bo significant if neither one alone wci", but we cinnot rule out th.it
possibility. Similarly, icnneation of plasMc distribution pipes by toxic
substances is more likely than it is for residential piping systems, but the
si gni ficance of cither, {n tenns of an overall risk assessment, wf'l nut be
clear for a long tine.

with regard to plastics in tot.il, the expanded uses of;, plastic pipe
will be a relatively snail contribution in nost respects. Plastics are by
now endemic in our society, Most of the contaminants of PVC and CPVC that
could be public health hazards will be ingested in much greater quantities
from ether PVC products such as food containers or, in the case of some of
the chior nated uethanes, simply from waste products reaching the raw water
supply. Those frcm P3 and PP. art* similar to those frorr. PE food contact
materials. If plasticizcrs do contaminate plastic pipe, they will still do
so at much lower levels than they do In any number of plasticized products
to wjiich people aie'regularly e/.poted, such as flexible vinyl upholstery
(where they would yield inhalation rather than Ingestion exposures). Put
equally dearly, plastic pipe does contribute to the total load of
plastic-related hazards in Califcrnla--for example, to the total of all
combustible plasti s In residences. The hazards fnan the total use of
plastics are undoubtedly appreciable, even though nearly impossible to
estimate. Whether or not they arc greater or less than the hazards of the
materials they replace is perhaps even more difficult to state, /bout al
that can be said is that plastic pipe I* not an unusually prominent or

special case among plastics »n general

CEQA also requires an assessment of whether long-term environmental
costs will be incurred as i tcsult of short-term economic or other
benefits. Certainly, any lublic health impacts of plastic pipe that do
o:cu- will probably I»e delayed for decades, as will seme of the worker
health or smoke toxicity impacts. However, for the purpose of determining

the I'nvlror.T.enta! consequences "f tKo expanded uses cf plastic pipe, those



should he counted .r +urr-"t impacts. and no* discruntod 1f>comp.irison W th
current lrenefits. J' Relievo at, wh;ji it is viewed from this perspective,

this CEQA issue is irroVjvant to the decision it hard.

f. f.igui ficant IrroyorsiM i? Chinees

CE?A olso rewires an assessment of environmental changes or
c;.sumption of rcsou*cos that would he permanent and irrevcrsfblo. for
example, the mi:ii»e of a mountain is an essentially irreversible impact,
whereas most air poll'i"ants and their impacts would disappear once the

sourc* of pollution is icr.oved.

In the case of the expanded us? of plastic p'u-hing pipe, there would
be a small permanent commitment of petroleum resources (but not other energy
sources) to the manufacture of the pipe constituents. Total energy
resources would be conserved to a slight degree. If any deaths occurred as
i result of diseases caused by leachates or occupational exposures, cr from
fire or smoke taxicity, they.would also be irreversible. If plastic pipe
were later disapprove!, the occurrence of row fatality would gradually
disappear. Some o» the leachates from plastic ripe are mutagens and seme
filiations on he hrritah'?. Thus, .t is pcssih'e that a hcri table--and more
likely than not adverse--mutation could persist in the population as a
result of drinkinu from plastic watc- pipes. Neither the specifics of the
ledwhate; in water ev n plastic pipe nor the overall state of the art of
genetic risk a'.Tent allows an evaluation of this possibility at
present. If the -'Mpacts if plast'c pipe eventually were judged
unacceptable, <t is possible that tho metal pipe industry would have
declined by that *.ir» to the point at wh'ch it would prove difficult to
revive, but that possibility is also extremely speculative. Overall, we
tclie'a* that the reversibility of the imrnrts Is not as Important an Issue

to resolve as the magnitude and significance of current impacts.



F. Growth-Induei"J Irraotr.

California's >-ion ir projected to increase f.m the 1900 total cf
22.0 million noonle <a 29.9 nil lion 'ay 1905 and to 27.9 million by 1990
(California Department of Finane**, 19.01). The proDorod code change Is not
likely to signif'.artly affo-.t tins forecast population growth for the
following reasons. 'i*'St. the reduction in the cost of housing construction
that would rer/ilf firm ;e of the nowlj permitted plastics in place of
currently approved intrriirg raterlals is so srmll that it would have
virtuallv no effect on the sales price or rent of dwelling units in the
state. Therefore, there will be no change in the demand for housing and
consequently no additional in-mig*-at.ion of residents who would be attracted
by a drop in the price of housing. cecond, the plumbing material
substitutions that are likely to result from the proposed code change would
not significantly affect employment opportunities in the state and so would
not affect the in-migration and cut-mlgrntion forecasts. Nor would either
housing prices or employment opportunities significantly affect shirks in
population from one part of California to another.



