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Sec 21.34.010. Page 13* lines 28-29 & pagel4* lines 1-14.
This 1is the purpose section tor the new chapter

Sec 21.34.020. Page 14, lines 15-23
This section conditions what can be placedin thenonadmitted market.
There 1is no substantive difference from current law.

Sec 21.34.030. Page 14, 1lineti 24-29 & page 15, lines 1-12.

This section permits workers compensation to be written 1in the surplus
lines market provided the director finds it to be 1in the public interest.
It is substantially the same as current law except that this proposal has
financial requirements that are higher than other placements 1in that
market.

Sec 21.34.040. Page 15, 1lines 13-29 & page 16» lines 1-29.

This section substantially increases the minimum capital and surplus
requirements used 1in the surplus 1lines market. It also recognises
distinctions among 1insurers, Lloyds type organisations, and insurance
exchanges.

Sec 21.34.050. Page 17, Ulines 1-9.

This section 1i.i a new provision which substantially tracks current
practice. It provides for the listing of eligible surplus lines 1insurers.
It also permits the surplus lines association to perform that task when
approved by the director.

Sec 21.34.060. Page 17, lines 10-23.

This section requires that when a policy 1is written by more than one
insurer and one or more of those insurars are not eligible, the 1insured
must be notified. This prevents a practice where some brokers conceal the
fact that there are ineligible insurers on a risk. One way that this is
done 1is to liBt the 1insurers as "underwriters at Lloyd ™ and other
companies.”™ The division does not accept this practice now, but 1is not
certain that even in those cases where we correct 1it. the insured is
adequately informed. A little information at this stage can prevent a lot
of problems later.

Sec 21.34.070. Page 17, 1lines 24-29 & page 18, |lines 1-11.
This section establishes a procedure for removing an insurer from the
eligible list and setB forth a notice requirement to all licensees.

Sec 21.34.080. Page 18, 1lines 12-29 & page 19, line 1.
This section 1is similar to an existing requirement to file affidavits of

coverage. It add3 a requirement on the surplus 1lines broker to provide
evidence of insurance to an insured within 30 days of placement of the
coverage. It also provides that these filing requirements may be

transferred to the surplus lines association upon an order by the
di rector.



Sec 21.34.090. Page 19. 1lines 2-29 & page 20v lines 1-16.

This section permits the formation of a surplus lines association and
sets forth the powers and purposes for which 1t may be formed. It
establishes the requirements for its formation and makes it subject to
examination by the director. It provides, that the director may require
menbership in the association as a condition of licensure 1in this state*

Sec 21.34.100. Page 20. [lineB 17-29. all of page 21. & page 22. lines 1-2.
This section describes the evidence of insurance which a surplus lines
broker must provide for an insured. The basic 1idea 1is to require a full
disclosure of the facts relating to a placement 1in the nonadmitted

market. This also applies to changes made in coverage. The broker is
required to maintain a full copy of all documents pertinent to the
insurance transaction. A warning is required to apprise the insured that
a policy placed in the nonadmitted market 1is nut covered by the Alaska
Insurance Guaranty Association Act.

Sec 21.34.110. Page 22. lines 3-14.

This section provides that the 1insured has no liability for premium until
the broker has provided a notice to the insured to the effect that the
insurer 1is nonadmitted, and there 1is no 1insolvency protection provided
under state law. This is a new approach.

Sec 21.34.120. Page 22, lines 15-17.

This 1is similar to present law. | provides t.hat contracts 1in the surplus
lineB market place are valid contracts.

Sec 21.34.130. Page 22. lines 18-23.
Section provides that payment to the broker 1is payment to the insurer.

Sec 21.34.140. Page 22. lines 24-29. all of page 23. and page 24, lines
1-6.

This section sets forth the licensing standards and requirements for a
B*."MniuB lines brokers license. The requirements are not substantially
different than those 1in current law. The bond requirement 1is higher. This
proposal does permit nonresident surplus lines brokers licensees. <e)
does provide a penalty for late renewal of 1licenr.-e. The language on page
23. lines 9 & 10 starting with the word "except", should be removed as it
provides too broad a grandfather right.

Sec 21.34.150. Page 24. lines 9-14.

This section clarifies the scope of a surplus lines brokers license. It
allows the surplus lines broker to accept bUBinesB from other surplus
lines brokers and other brokers but not from agentB.

Sec 2J.34.160. Page 24. 1lines 15-29 & page 25. [lines 1-13.
This jection clearly outlines the kinds of records that must be
maintained by a surplus lines broker and that such records must be



open for examination by the director.

Sec 21.34.170. Page 25. 1lines 14-20.
This Bection requires a monthly report of business placed in the sulplus
lines market.

Sec 21.34.180. Page 25. lines 21-29 page 26. lines 1-29.

This section is substantially the same as current law. The premium tax is
established here and the director may have the tax collected by the
surplus lines association. The director has the ability to establish
adequate safeguards to protect the monies collected 1in this fashion.

Sec 21.34.190. Page 27. 1lineB 1-5.
A filing fee of 1% 1is established.. ThiB 1is presently at 1/2%.

Sec 21.34.200. Page27. lines 6-23.

This section provides for two alternate means of tax collection. The
first is by the director in the usual manner. The second 1is by the
surplus 1lines association upon an order by the director after
establishing those safeguards deemed appropriate.

Sec 21.34.210. Page 27. Jlines 24-j19 k page 28. 1lines 1-18.

In the current law. the director has discretionary suspension or
revocation authority. The restructuring found 1in this section 1is moie
specific and lists those fictions which can result in suspension or
revocation.

Sec 21.23.220. Page 28. 1lines 19-29 & page 29. Iline 1.

This section ties into AS 21.33 for service of process on a nonadmitted
insurer used through the surplus lines market. The presence of a
nonadmitted insurer on a surplus lines contract assumes that the 1insurer
has subjected 1itse.f to AS 21.34.

sc 21.34.230. Page 23, lines 2-9.

,nis penalty section 1is an upgrade from ths present 1law. It also includes
an ability to take action under AS 21.33.320-330 in the unfair trade
practices act.

Sec 21.34.240. Page 29. lines 10-14.
Separability section.

Sec 21.34.250. Page 29, lines 15-17.

This section enables the director to promulgate those regulations
necessary to implement, define and enforce the provisions of this new
chapter.



Sec 21.34,900. Page 29. lines 18-29. all of page 30. h page 31, lines
1-16.

The definitions here take the same explanation as those 1in Sec 20. There
are a few additional definitions but these are not substantively
different than current usage 1in the insurance code.

Sec 22. Page 31. lines 17-21.

This added section in the unfair trade practices act makes it an unfair
trade practice to fail to make the required disclosures and reports.

Sec 23. Page 31. lines 22-29 & page 32, lines 1-2.

This section is intended to give admitted insurance companies the ability
to compete with the nonadmitted market, however, some language was
inadvertantly omitted. On page 31. 1line 23 remove "Under regulations
which the director CHE 3 shall adopt™. On page 31, line 27 following the
word "used" add the phrase "or the filing and approval of which are 1in
the director ™ opinion, not desirable or necessary for the protection of
the public.” On page 31, 1line 27, remove the words "and regulations.?”’



Sec 24. Page 32. lines 3-9

This section ties in with Sec 23 and Sec 25 in allowing the admitted
market to compete with the nonadmitted market. This 1is accomplished by
providing these exceptions 1in the rate law which has to date acted as an
impediment to that kind of competition.

Sec 25. Page 32. lines I1T-15.

This section tieB in with the previous two sections. It specifies those
conditions under which an admitted insurer can work outside of 1its
filings made with the director. This provides the ability to directly
compete with the surplus lines market. This 1is 1in the public interest
since most admitted market coverages are protected by the guaranty
association act.

Finally, a section has been 1inadvertantly omitted. It is the repealer
section. That section should read. "AS 21.33.015. AS 21.33.041. AS
21.33.045(h). AS 21.33.051, and AS 21.33.058-21.33.300 are repealed."



MAY 22, 1984

TO: JOHN
FROM: KEN
RE: SB 470 RELATING TO INSURANCE

SPECIFICALLY, THIS BILL DEALS WITH SURPLUS LINES INSURANCE.
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THAT, | WOULD ASK KEN MOORE, DIRECTOR OFTHEDIVISION OF
INSURANCE TO COME FORWARD AMD OUTLINE THE LEGISLATION

FOR THE COMMITTEE.
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Provided by Division of Insurance

CSSB470 (L&C) Section by Section Analysis. 3/15/84

This proposal upgrades the Unauthorized (nonadmitted) Insurers Act and
the Surplus Lines Insurance Act to comport with the recently adopted
models of the National Association of Insurance Commissioners(NAIC).
Currently, these two acts, along with a third, the Unauthorized Insurers
Service of Process Act appear in AS 21.33.

This proposal continues the Unauthorized (nonadmitted) Insurers Act and
the Unauthorized Insurers Service of Process Act in AS 21.33. Access to
that market 1is more clearly stated. Most of the changes in AS 21.33 are
not substantive. However the Surplus Liines Insurance Act has been removed
from AS 21.33 and placed in a new chapter. AS 21.34. This chapter makes
Borne substantial revisions with respect to how a surplus lines business
can be conducted in this state. It will give the regulator a clearer
ability to deal with the competence of the licensee and provide more
meaningful protection for the public through:

-clarification of the duties and responsibilities of the licensee;
-higher financ:",l requirements for the nonadmitted 1insurer;

-permission to form a surplus lines ."Faociation with an active role 1in
regulating the market; and.

-allowing admitted marlets to compete with the nonadmitted markets.

Section 1. Page 1. lines 8-17.

Current law provides that when the state examines an 1insurance company,
the 1insurance company pays for that examination. A surplus lines broker
ie also subject to examination but does not pay for that examination. The
position of the surplus lines broker 1is in many respects similar to an
insurer, particularly when the broker has utilized an insurer that is not
able to meet 1its obligations. This section provides that the surplus
liness broker must also meet, the cost of 1its examination.

Section 2. Page 1, lines 1P-29 & page 2, lines 1-7.
The change here is on page 1, lines 24-25. This section ties inwith
Section 1. It li3ts those entities subject to examinationwithout charge.

Section 3. Page 2. lines 8-29 & page 3. lineB 1-3.

This rewrite of the purpose section does not contain substantive changes.
It is formatted in a more readable form and the application ol! the
chapter to surplus lines brokers has been deleted.

Section 4. Page 3. lines 4-24.

The changes 1in this section are editorial. The phrase "doing an insurance
business" has been changed to "transaction of insurar”e”. and gender
oriented references hav®j been changed.

Section 5. Page 3. lines 25-29 & page 4. lines 1-13.

This section contains more of the same changes noted 1in Section 4. No
substantive change.



Sect".on 6. Page 4. lines 14-23 & page 5t lines 1-6.
The changes 1in this section re similar to those 1in Section 4. No
substantive changes.

Section 7. Page 5. lines 9-29 page 6. lines 1-4.
The difference here 1is found on page 6» lines 2-4. It is primarily a
clarification. No substantive change.

Section 8. Page 6. lines 5-13.
Changes similar to those 1in Section 4.

Section 9. Page 6. lines 14-26.

The ode change in this section 1is the insertion of the word
"nonadmi tted "on line 16. This has been done 1in several of the earlier
sections without comment. It is a clarification, and ond that 1is defined
in the definition section on page 12. 1lines 15-18. Previously the uords
"insurerl, "nonadmitted 1insurer”™, and. "unauthorized insurer” have been
UBed synonymously. That 1is 1inconsistent and has led to some confusion.
This change should clear up that situation.

Section 10. Page 6. 1lines 27-29 & page 7. lines 1-29.

This section 1is a cc?nsol ielation of several other sections, (a) replaces
AS 21.33.015 with no substantive difference, (b) replaces AS 21.33.075
with some onAft in an individuals ability to enter and use the
nonadmitted market place. This ability is broadened in this"bill by
removing the specific description of an industrial insured found 1in AS
21.33.075(9). (c> replaces the combination of AS 21.33.015 and AS
21.33.075(6) with no substantive difference, (d) replaces AS 21.33.041
with no substantive difference.

Section 11. Page 8. lines 1-24.

This 1i1s a new section and it limits a nonadmitted insurers access to
Alaska courts. This 1is as to those not placed through a surplus lines
broker in AS 21.34. It clarifies the standing of those 1insurers.

Section 12. Page 8. lines 25-29 S page 9. lines 1-6.

This is the same kind of change noted 1in Section 9. One additional change
is that access by the director to an 1insureds purchases in the admitted
or authorized market has been removed. This ability to access admitted
purchases 1is probably unreasonable when placed on the insured. Presumably
access to these records through other sources is sufficient.

Section 13. Page 9. lines 7-13.
This section reinforces the ability of the director to obtain records and
information under thi3 section. This is accomplished by allowing the

director to apply for a court order to compel production of records and
information.



SectioTi 14. Page 9. lines 14-29 & page 10. lines 1-10.

"Unauthorized” has been changed to "nonadmitted” aB noted 1in section 9.
The penalty provision has been revised so that it is more readily
calculable. This penalty will generally be stiffer than i" at nou provided.

Section 15. Page 10. 1lines 11-26.
More editorial changes 1like those in section 9. Since the surplus lines
law has been removed from AS 21.33 and placed in AS 21.34. that reference

has bean noted. The time for reporting has been shortened from 60 days to
30 days.

Section 16. Page 10. 1line3 27-29 & page 11. lines 1-6.
Same editorial change noted in section 9.

Section 17. Page 11. [lines 7-15.
The penalty provision has been upgraded in the same fashion as section 14.

Section 18. Page 11. lines 16-21.
This section 1iB intended to avoid any potential conflict uith neu
sections AS 21.33.037 and AS 21.33.042.

Section 19. Page 11. Jlines 22-29 & page 12. lines 1-4.

This section upgrades the penalty section by increasing the per violation
penalty from $500 for the fir3t offense to $1,000 and by increasing the
second offense penalty from $500 to $2.000. A neu penalty 1is also
structured for sllouing a violation to continue uncorrected in the amount
of $1,000 for each month of continuation.

Section 20. Page 12. lines 5-29 & page 13. lines 1-25.

This definition section 1is neu. There 1is nothing representing a
substantive difference from current lau except in (9)(A) uhere vessels of
50 displacement tons or less are not included in the definition of marine
and are therefor included 1in the requirements of this proposed lau.

Section 21. Page 13. 1line3 26-29, all of pages 14-30, & page 31, lines
1-16.

This section adds a neu chapter to the 1insurance code dealing uith
Burplus lines insurance. This chapter has essentially been removed from
AS 21.33. A number of changes have been made to provide for a stronger
regulation of the surplus lines market. This 1is accomplished by
strengthening the financial requirements of a company in that market
before it can be used in this state. The 1line of responsibility for the
surplus 1lines broker is clarified. The bill permits the creation of a
aM®"plus lines association that can hé&va a substantial self-regulatory
role uhich has experienced substantial bucosb in California and in
Washington. Thi3 uould allou the division to more effectively use 1its
resources to avoid problems for persons insured in that market.



Sec 21.34.010. Page 13* lines 28-29 & page 14. lines 1-14.
This is the purpose section for the new chapter

Sec 21.34.020. Page 14, lines 15-23
This section conditions what can be placed in the nonadmitted market.
There 13 no substantive difference from current law.

Sec 21.34.030. Page 14, 1lines 24-29 & page 15. lines 1-12.
*mg section permits workers compensation to be written 1in the surplus
* as market provided the director finds it to be in the public interest.
V: is substantially the sams as current law except that this proposal has
incial requirements that are higher than other placements in that
>reket.

Sec 21.34.040. Page 15. 1lines 13-29 & page IP. lines 1-29.

Thi3 section substantially increases the minimum capital and surplus
requirements used in the surplus lines market. It also recognizes
distinctions among 1insurers. Lloyds type organizations, an insurance
exchanges.

Sec 21.34.050. Page 17, 1line3 1-9.

This section 1is a neu provision which substantially tracks curren,.
practice. It provides for the listing of eligible surplus lines insurers.
It also permits the surplus lines association to perform that task when
approved by the director.

Sec 21.34.060. Page 17, lines 10-23.

This section requires that when a policy is written by more than one
insurer and one or more of those 1insurers are not eligible, the 1insured
mu3t be notified. This prevents a practice where some brokers conceal the
fact that there are ineligible 1insurers on a risk. One wuay that this is
done 113 to liBt the insurers as "underwriters at Lloyd ™ and other
companies." The division does not accept this practice now, but xe not
certain that even 1in those cases where we correct 1it, the insured is
adequately 1informed. A little information at this stage can prevent a lot
of problems later.

Sec 21.34.070. Page 17. 1lines 24-29 & page 18. lines 1-11.
This section establishes a procedure for removing an 1insurer from the
eligible list and sets forth a notice requirement to all licensees.

Sec 21.34.060. Pare 18. 1lines 12-29.
This section 1is "e_milar to an existing requirement to file affidavits of

coverage. It adas a requirement on the surplus lines broker to provide
evidence of 1insurance to an insured within 30 days of placement of the
coverage. It also provides that ttnse filing requirements may be

transferred to the surplus lines association upon an order by the
di rector.



Sec 21.34.090. Page 19, lines 1-29 & page 20, lines 1-15.

This section permits the formation of a surplus lines association and
sets forth the pouers and purposes for which it may be formed, Jt
establishes the requirements for 1its formation and makes it subject to
examination by the director. It provides that the director may require
menbership 1in the association as a condition of licensure in this state.

Sec 21.34.100. Page 20, lines 16-29, all of page 21, & page 22, line 1.
This section describes the evidence of insurance which a surplus lines
broker must provide for an insured. The basic 1idea is to require a full
disclosure of the facts relating to a placement 1in the nonadmitted
market. This also applies to changes made 1in coverage. The broker 1is
required to maintain a full copy of all documents pertinent to the
insurance transaction. A warning is required to apprise the insured that
a policy placed in the nonadmitted market 1is not covered by the Alaska
Insurance Guaranty Association Act.

Sec 21.34.110. Page 22, lines 2-13.

This section provides that the insured has no liability for premium until
the broker has provided a notice to the insured to the effect that the
insurer 1is nonadmitted, and there 1is no insolvency protection provided
under state law. This is a new approach.

Sec 21.34.120. Page 22, lines 14-16.
Thi3 1is similar to present law. | provides that contracts 1in the surplus
lines market place are valid contracts.

Sec 21.34.130. Page 22. lines 17-22.
Section provides th3t payment to the broker 1is payment to the 1insurer.

Sec 21.34.140. Page 22, lines 23-29. all of page 23, and page 24, lines
1-6.

This section set3 forth the licensing standards and requirements for a
surplus lines brokers license. The requirements are r.wt substantially
different than those 1in current lau. The bond requirement 1is higher. This
proposal does permit nonresident surplus 1lines brokers licensees, (e)
does provide a penalty for late renewal of license.

Sec 21.34.150. Page 24, lines 7-12.

This section clarifies the scope of a surplus lines brokers license. It
allows uhe surplus 1lines broker to accept business from other surplus
lines brokers and other brokers but not from agents.

Sec 21.34.160. Page 24. lines 13-29 & page 25. lines 1-11.

ThiB section clearly outlines thG* kinds of records that must be
maintained by a surplus linos broker and that such records must be open
for examination by the director.



Sec 21.34.170. Page 25. lines 12-18.
This section requires a monthly report of business placed in the sulplus
lines market.

Sec 21.34.180. Page 25. lines 19-29 & page 26. lines 1-27.

Thi3 section 1is substantially the same as current lau,. The premium tax 1is
established here and the director may have the tax collected by the
surplus lines association. The director has the ability to establish *
adequate safeguards to protect the monies collected in this fashion.

Sec 21.34.190. Page 26. 1lines 28-29 & page 27. lines 1-3.
A filing fee of 1% is established. This is presently at 1/2%.

Sec 21.34.200. Page27. lines 4-21.

This section provides for tuo alternate means of tax collection. The
first is by the director in the usual manner. The second 1is by the
surplus 1lines association upon an order by the director after
establishing those safeguards deemed appropriate.

Sec 21.34.210. Page 27. lines 22-29 it page 28. lines 1-16.

In the current lau. the director has discretionary suspension or
revocation authority. The restructuring found 1in this section 1is more
specific and 1lists those actions uhich can result 1in suspension or
revocation. W

Sec 21.23.220. Page 28. lines 17-23.

This section ties into AS 21.33 for service of process on a nonadmitted
insurer used through the surplus 1lines market. The presence of a
nonadmitted 1insurer on a surplus lines contract assumes that the insurer
has subjected itself to AS 21.34.

Sec 21.34.230. Page 28. 1line 29 1t page 29. lines 1-7.

This penalty section 1is an upgrade from the present, lau. It also includes
an ability to take action under AS 21.33.320-330 1i,i the unfair trade
practices act.

Sec 21.34.240. Page 29. lines 8-12.
Separability section.

Sec 21.34.250. Page 29. 1lines 13-14.

This section enables the director to promulgate those regulations
necessary to implement, define and enforce the provisions of this neu
chapter.

Sec 21.34.900. Page 29. lines 15-28. all of page 30. It page 31, lines
1-14.



The definitions here take the same explanation as those in Sec 20. There
are a feu additional definitions but these are not substantively
different than current usage 1in the insuiance code.

Sec 22. Page 31* lines 15-19.
This added section 1in the unfair trade practices act makes it an unfair
trade practice to fail to make the required disclosures and reports.

[

Sec 23. Page 31. lines 20-29 k page 3 2 lines 1-2.
Thi3 section gives admitted insurance companies the ability to compete
with the nonadmitted market. It ties in with sections 24 & 25.

Sec 24. Page 32. 1lines 39

This section ties in with Sec 23 and Sec 25 in allowing the admitted
market to compete with the nonadmitted market. This 1is accomplished by
providing these exceptions in the rate lau which has to date acted as an
impediment to that kind of competition.

Sec 25. Page 32. lines 10-15.

Thi3 section ties in with the previous two sections. It specifies those
conditions under which an admitted 1insurer can work out3ide of 1its
filings made uith the director. This provides the ability to directly
compete with the surplus 1lines market. This 1is 1in the public interest
since most admitted market coverages are-protected by the guaranty
association act.

Sec 21). Page 32. 1lines 16-17.
This section repeals those sections in AS 21.33 which are no longer
needed or have been replaced in the neu chapter 1in section 21.



CSSB470(RLS) . Section by Section Analysis. 5/13/54

This proposal upgrades the Unauthorized (nonadmitted) Insurers Act and
the Surplus Lines Insurance Act to comport with the recently adopted
models of the National Association of Insurance Commissioners (NAIC).

Currently, these two acts, along with a third, the Unauthorized Insurers
Service of Process Act appear 1in AS 21.33.

This proposal continues the Unauthorized (nonadmitted) Insurers Act and
the Urauthorized Insurers Service of Process Act in AS 21.33. Access to
that mari."t is more clearly stated. Most of the changes in AS 21.33 are
not substa itive. However the Surplus Lines Insurance Act has been removed
from AS 21.33 and placed in a new chapter, AS 21.34. This chapter makes
some substantial revisions with respect to how a surplus lines business
can be conducted in this state. It will giv/e the regulator a clearer
ability to deal with the competence of the licensee dmd provide more
meaningful protection for the public through:

-clarification of the duties and responsibilities of the licensee;
-higher financial requirements for the nonadmitted insurer;

-permission to form a surplus lines association with an active role 1in
regulating the market; and,

-allowing admitted markets to compete with the nonadmitted markets.

Section 1. Page 1, lines 8-17.

Current law provides that when the state examines an 1insurance company,
the insurance company pays for that examination. A surplus lines broker
is also subject to examination, but does not pay for that examination. The
position of the surplus lines broker 1is 1in many respects similar to" an
insurer, particularly when the broker has-utilized an insurer that is not
able to meet 1its- obligations. This section provides that the surplus-
lines broker must also meet the cost of its examination.

Section @m Page 1, lines 18-29 % page 2, lines 1-7.
Th-> change here 1is on page 1, lines 24-25. This section ties in with
Se... ;on It lists those entities subject to examination without charge.

Section 3. Page 2, lines 8-29 & page 3, lines 1-3.

This rewrite of the purpose section does not contain substantive changes.
It is formatted in a more readable form and the application of the
chapter to surplus lines brokers has been deleteo”.

Section 4. Page 3, lines 4-24.

The changes in this section are editorial. The phrase "doing an 1insurance
business™ has been changed to "transaction of -insurance"™, and gender
oriented references have been changed.

Section 5. Page 3, lines 25-29 & page 4, lines 1-13.

This section contains more of the same changes noted 1in Section 4. No
substantive change.



Section 6. Page 4, lines 14-29 X page 5, lines .1-8. .
The changes 1in this section are similar to those 1in Sec-tion 4. No
substantive changes.

Section 7. Page 5, 1lines 9-29 & page 6, lines 1-4.
The difference here 1is found on page 6, lines 2-4. It is primarily a
clarification. No substantive change.

Section 8. Page 6, lines5-13.
Changes similar to thosein Section 4.

Section 9. Page 6, lines 14-26.

The sole change in this section isthe insertion of the word
"nonadmitted™ on line 16. This fias been done 1in several ©®f the earlier
sections without comment. It is a clarification, and ond that 1is defined
in the definition section on page 12, 1lines 15-18. Previously the words
"insurer", "nonadmitted 1insurer"™, and, "unauthorized insurer" have been
used synonymously. That 1is 1inconsistent and has led to some confusion.
This change should clear up that situation.

Section 10. Page 6, lines 27-29 & page 7, lines 1-29.

This section 1is a consolidation of several other sections, (a) replaces
AS 21.33.015 with no substantive difference, (b) replaces AS 21.33.075
with some shift, in an individuals ability to enter- and gse the
nonadmitted®"market place. This ability 1is broadened 1in this bill by
removing the specific description of an industrial 1insured found in AS~
21.33.075(9). (¢) replaces the combination of AS 21.33.015 and AS

21.33.075(6) with no substantive difference, (d) replaces AS 21.33.041
with no substantive difference.

Section 11. Page 8, lines 1-24.

This 1is a new section and it limits a nonadmitted insurers access to
Alaska courts. This 1is as to those not placed through a surplus lines
broker in AS 21.34. 1t clarifies the standing of those 1insurers.

Section 12. Page 8, lines 25-29 & page 9, lines 1-6.

This 1is the same kind of change noted in Section 9. One aoJitional change
is that, access by the director to an insureds purchases 1in the admitted
or authorized market has been removed. This ability to access admitted
purchases 1is probably unreasonable when placed on the 1insured. Presumably
access to these records through other sources is sufficient.

Section 13. Page 9, lines 7-13.
This section reinforces the ability of the director to obtain records and
information under this section. This 1is accomplished by allowing the

director to apply for a court order to compel production of records and
iriformat ion.



Section 14. Page 9, lines 14-29 & page 10, lines -1-10.

"Unauthorized"™ has been changed to "nonadmitted"™ as noted 1in section 9.
The penalty provision has been revised so that it is more readily
calculable. This penalty will generally be stiffer than that now provided.

Section 15. Page 10, lines 11-26.
More editorial changes like those in section 9. Since the surplus linos e
law has been removed from AS 21.33 and placed in AS 21.34, that reference

has been noted. The time for reporting has been shortened from 60 days to
30 days.

Section 16. Page 10, lines 27-29 & page 11, lines 1-6.
Same editorial change noted 1in section 9.

Section 17. Page 11, Ilines-7-15.
The penalty provision has been Upgraded 1in the same fashion as sectibn 14.

Section 10. Page 11, 1lines 16-22.

This section 1is intended to avoid any potential conflict with new?
sections AS 21.33.037 and AS 21.33.042.

Section 19. Page 11. lines 23-29 & page 12, lines 1-5.

This section upgrades the penalty section by increasing the per violation
penalty from $500 for the first offense to $1,000 and by 1increasing the
second offense penalty from $500 to $2,000." A new penalty is also
structured for allowing a violation to continue uncorrected 1in the amount”
eof $1,000 for each month of continuation.

Section 20. Page 12, lines 6-29 X page 13, lines 1-26.

This definition section 1is new. There 1is nothing representing a
substantive difference from current law except in (9)(A) where vessels of
50 displacement tons or lese e”re not included in the definition of marine
and are therefor included in the requirements of this proposed law.

Section 21. Page 13, lines 27-29, all of pages 14-30, X page 31, lines
1-12.

This section adds a new chapter to the 1insurance code dealing with
surplus 1lines insurance. This chapter hrs essentially been removed from
AS 21.33. A number of changes have been made to provide for a stronger
regulation of the surplus lines market. This 1is accomplished by
strengthening the financial requirements of a company 1in that market
before it can be used in this state. The line of responsibility for the
surplus 1lines broker 1is clarified. The bill permits the creation of a
surplus lines association that can have a substantial self-regulatory
role which has exnerienced substantial sucess 1in California and in
Washington. This would allow the division to more effectively use 1its
resources to avoid problems for persons insured 1in that market.



Sec 21.34.010. Page 13, 1line 29 X page 14, 1l-ines 1-15.
This 1is the purpose section for the new chapter

Sec 21.34.020. Page 14, lines 16-24 ; . -
This section conditions what can he placed in the nonadmitted market.
There 1is no substantive difference from current law.

Sec 21.34.030. Page 14, 1lines 25-29 X page 15, lines 1-13.

This section permits workers compensation to be written 1in the surplus
lines market provided the director finds it to be 1in the public interest.
It is substantial 3y the same as current law except that this proposal has
financial requirements that are higher than other placements 1in that

mar ket.

Sec 21.34.040. Page 15, lines 14-29, page 16, & page 17, line 1.

This section substantially 1increases the minimum capital and surplus
requirements used in the surplus lines market. It also recognizes
distinctions among insurers, Lloyds type organizations, and 1insurance
exchanges.

Sec 21.34.050. Page 17,.lines 2-10.

This section 1is a new provision which substantially tracks current
practice. It provides for the 1listing of eligible surplus lines insurers.
It also permits the surplus lines association to perform that task when
approved by the director.

Sec 21.34.060. Page 17, lines 11-24.

This section requires that when a policy 1is written by more than one
insurer and one or more of those 1insurers are not eligible, the insured
must be notified. This prevents a practice where some brokers conceal the
fact that there are ineligible insurers on a risk. One way that this is
done 1is to list the insurers as "underwriters at Lloyd"s and other
companies.”™ The division does not accept this practice now, but 1is not
certain that even in those cases where we correct 1it, the 1insured 1is

adequately informed. A little information at this stage can prevent a lot
of problems later.

Sec 21.34.070. Page 17, lines 25-29 S, page 1S, lines 1-12.
This section establishes a procedure for removing an 1insurer from the
eligible list and sets forth a notice requirement to all licensees.

Sec 21.34.080. Page 1IB, lines 13-29 % page 19, line 1.

This section 1is similar to an existing requirement to file affidavits of
coverage. IL adds a requirement on the surplus lines broker to provide
evidence of 1insurance to an insured within 30 days of placement of the
coverage. |IL also provides that these liling requirements may be

etransferred to the surplus lines association upon an order by the
director.



Sec 21.34.090. Page 19, lines 2-29 & page 20, lines 1-16.
This section permits the formation of a surplus lines association and

sets forth the powers and purposes for which it may be formed. It
establishes the requirements for its formation and makes it subject to
exami-".-iion by the director. It provides that the director may require

menbership in the association as a condition of Ulicensure in this state.

Sec 21.34.100. Page 20, lines 17-29, all of page 21, & page 22, line 1-2.
This section describes the evidence of insurance which a surplus lines
broker must provide for an 1insured. The basic 1i1dea 1is to require a full
disclosure of the facts relating to a placement 1in the nonadmitted
market. This also applies to changes made 1in coverage. The brokereis
required to maintain a full copy of all documents pertinent to the
insurance transaction. A warning 1is required to apprise the 1insured that
a policy placed in the nonadmitted market 1is not covered by the Alaska
Insurance Guaranty Association Act.

Sec 21.34.110. Page 22, lines 3-14.
This section provides that the 1insured has no liability for premium Qnti.-
the broker has provided a notice to the insured to the effect that the

insurer 1is nonadmitted, and there 1is no insolvency protection provided
under state law. This is a new approach.

Sec 21.34.120. Page 22, lines 15-17.

This 1is similar to present iaw. | provides that contracts in the surplus -
lines market place are valid contracts.

Sec 21.34.130. Page 22, lines 13-23.
Section provides that payment to the broker 1is payment to the 1insurer.

Sec 21.34.140. Page 22, lines 24-29, page 23, and page 24, Jlines 1-7.
This section sets forth the licensing standards and requirements for a
surplus 1lines brokers license. The requirements are not substantially
different than those 1in current law. The bond requirement 1is higher. This
proposal does permit nonresident surplus lines brokers licensees. <e)
does provide a penalty for late renewal of license.

Sec 21.34.150. Page 24, lines 3-13.

This section clarifies the scope of a surplus lines brokers license. It
allows the surplus lines broker to accept business from other surplus
lines brokers and other brokers but not from agents.

Sec 21.34.160. Pago 24, lines 14-29 & page 25, lines 1-12.
This section clearly outlines the kinds of records that must be

maintained by a surplus lines broker and that such records must be open
for examination by the director.



Sec 21.34.170. Page 25, lines 13-13.
This sectio.n requires a monthly report of business placed 1in the sulplus
lines market.

Sec 21.34.180. Page 25, lines 19-29 & page 26, lines 1-27.

This section 1is substantially the same as current law. The premium tax is
established here and the director may have the tax collected by the
surplus 1lines association. The director has the ability to establish
adequate safeguards to protect the monies collected in this fashion.

Sec 21.34.190. Page 26,. lines 28-29 & page 27, lines 1-3.
A filing fee of 17. is established. This 1is presently at 1/27..

Sec 21.34.200. Page27, lines 4-21.

This section provides for two alternate means of tax collection. The
first is by the director in the usual manner. The second 1is by the
surplus lines association upon an order by the director after
establishing those safeguards deemed appropriate.

Sec 21.34.210. Page 27, lines 22-29 & page 28, lines 1I-lo.
In the current law, the director has discretionary suspens-ion or
revocation authority. The restructuring found 1in this section 1is more

specific and lists those actions which can result 1in suspension or
revocation.

Sec 21.23.220. Page 28, lines 17-28.
This section ties into AS 21.33 for service of process on a nonadmitted
insurer used through the surplus lines market. The presence of a

nonadmitted 1insurer on a surplus lines contract assumes that the insurer
has subjected itself to AS 21.34.

Sec 21.34.230. Page 28, 1line 29 % page 29, lines 1-7.

This penalty section 1is an upgrade from the present law. It also includes

an ability to take action under AS 21.33.320-330 1in the unfair trade
practices act.

Sec 21.34.240. Page 29, lines 8-12.
Separab ility section.

Sec 21.34.250. Page 29, lines 13-14.

This section enables the director tn promulgate those regulations

necessary to implement, define and enforce the provisions of this new
chapter - *

Sec ~21.34.900. Page 29, lines 15-29, all of page 30, % page 31, lines



The definitions here take the same explanation as those 1in Sec 20. There
are a few additional definitions but these are not substantively
different than current usage 1in the 1insurance code.

* *

Sec 22. Page 31, lines 13-17.

This added section 1in the unfair trade practices act makes it an unfair
trade practice to fail to make the required disclosures and reports.

Sec 23. Page 31, lines 18-29.

This section gives admitted insurance companies the ability to compete
with the nonadmitted market. It ties 1in with sections 24 & 25.

Sec 24. Page 32, lines 1-7

This section ties in with Sec 23 and Sec 25 in allowing the admitted
market to compete with the nonadmitted market. This 1is accomplished by

providing these exceptions in the rate law which has to date acted as an
impediment to that kind of competition.

Sec 25. Page 32, lines S-13.

This section ties in with the previous, two sections. It _specifies those
conditions under which an admitted 1insurer can wrrk -outside of 1its
filings made with the director. This provides the ability to directly
compete with the*surplus lines market. This 1is 1in the public interest

since most admitted market coverages are protected by the guaranty
association act.

Sec 26. Page 32, lines 14-15.

This section repeals those sections 1in AS 21.33 which are no longer
nep”ed or have been replaced in the new chapter in section 21.



ALASKA SURPLUS LINES BROKERS ASSN.

3605 Arcric Blvd. 01795

Anchorage, Ak. 99503

Representative John Cowdery
House Committee on Labor & Commerce
Juneau, AKk.

Dear Rep. Cowdery
RE: Senate Bill 470, Hearing May 22, 1934

As president of the Alaska Surplus Lines Brokers Association
| wish to draw your attention to particular Item of concern to our
membership. Firstly, our association does basically support SB 470.
We testified to that fact before Senator Mulcahay's Committee 1n
March of this year.

However, Section 21.34.120 (b)(4), lines 9 through 18 are of
conce.n and might seriously affect the public's ability to procure
surplus lines Insurance coverages (e.g. specialty and Lloyds London
policies) unless adequately addressed by the Dept, of Insurance.

This section Increases a broker's bond liability to $200,000, We

have no particular objection to this, however I1nel6 makes a provision
that the surety bond be available (inaddition to other items) "to

pay proper losses promptly ". We have canvassed several corporate
sureties, all of which are not Interested in writing the bond until

a proper definition of "promptly" 1s made by the Division of Insurance.

We feel this terminology is vague and that it would severly
Impact our particular line of insurance business. Many of the smaller
agencies would not be able to procure the bond with the present
text unqualified. Please delay your decision to pass out the legis-
lation until proper definitions are made.

Sincerely,

Henry F. George

President

Alaska Surplus Lines Brokers Assn.
TEL: (907) 562-2266






LEGISLATIVE AFFAIRS AGENCY

WENORANDUN, March 8, 1984
SUBJECT: Sectional analysis of SB 481
TO: Senator Jalmar Kerttula
President of the Senate
FROM: Edward H. Hein”™"r

Legislative Counsel

ection 1 allows a nonprofit cemetery to incorporate under
AS t1_0.20 as an alternative to forming as a cemetery asso-
ciation.

Section 2 adds clean-upprovisions necessitated by section

Section 3 expands to which a cemetery's endowment fund may
be put to include improvement of the ‘grounds, buildings, and
lots, and the repaymentof debts.

Section 4 adds clean-upprovisions necessitated by section

* \%

Section 5 expands a nonprofit cemetery's authority borrow
moneK to construct and repair buildings and mausoleums, to
purchase or lease equipment, and other purposes. Such debts
may be secured by mort%ages on the cemetery's land, except
those burial lots in which association members or corporate
oﬂégggi trustees, or employees have more than a one-half

| .

tS_eocntions 6-11 add clean-up language necessitated by sec-
| r.

Section 12 adds a definition of the jerm "cemetery lot" for
purposes of AS 10.30.

Section 13 adds a definition of the term “"cemetery lot" for
purposes of the consumer protection statutes in AS 45.50.



EVERLASTING CARE ENDOWED
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NATIONAL ASSOCIATION OF CEMETERIES

ngzlttsJE sinjx T xn
ALASKA*®S FIRST MEMORIAL PARK CEMETERY
PHONE 3*4-1311

OFFICE_HOURS: CEMETERY
10 A.M. TO 3 P.M January 23, IfcA ANO
OFFICE
ON KLATT POAO

Senator, Jalmar K. Kerttula
Alaska State Legislature
Juneau, Alaska

Dear Kr. Kerttula:

The 3o0ar0 of Trustees of Angelus Memorial Park Association approved
a motion to present to the Legislature, amendments cc the Alaska
Cemetery Statutes, pertaining to non-profit cemetery association”.

A committee was apgomted consisting of Mr. Alvah C. 3usws.Il, Jr.
and Mr. Robert F. Shary, who are board members and Mr. Sidney Abbott,
park manager, to work on the proposed amendments of the present
Statutes.

The Bresent Alaska non-profit cemetery statutes viere patterned after
the Oregon Statutes man¥ Bears ago before Statehood and are badly
out dated. The State o re?on as since amended their Statutes,
twice, and now Alaska needs to do the same, sc that a nor.-profit
cemetery can better serve the community. To our knowledge Angelus
Is the only non-profit cemetery in the state.

Enclosed are copies of Oregon Statutes that have beer, amended and
a copy of our proposed revisions to the Alaska State Cemetery Statutes.

The association realy needs these changes in order to grow, as it is
now, we can not serve the Qommun|t¥ as 3 modern cemeter¥, because

of the way the laws are written. he public wants all the services
a_cemetery is suppose to supply, such as, a columbarium for inurnment
of cremated remains, mausoleum, niches and storage vault. Also we can
not even build a much needed administration building. W now have to
rent a very inadequate building for_an office. The association has
never had a maintenance building. The present laws prevent our growth.

The reason we included association and or corporation in our
amendments is that Angelus intends to_ incorporate in order to help
lessen the personal individual liability of the board members.
Angelus board members are non-paid.

Sincerely, _
Mr. Harry L. Wimmer
Vice-President, 3oard of Trustees

ANGELUS MEMORIAL PARK ASSOCIATION

Enclosures _
This material has also been sent to Representatives Joe Hayes and
Randy Phillips.

A NON-PROFIT ASSOCIATION



ALASKj, STATUTES

CHAPTER 30* Cemetery Associations

Sec. 10.30.070. Creation of irreducible fund. The association may

by its bylaws provide that a stated percentage of the money real-

ized from the sale of lots and donations (AND OTHER SOURCES OF REVENUE)
constitutes an irreducible fund, which may be invested in the manner

or loaned upon the securities the association or the trustees consider
proper. The interest or income from the irreducible fund provided for
in any bylaw or as much as may be necessary shall be devoted exclusivel:.
tc the preservation and embellishment of the (CEMETERY) grounds,
buildings and property of the association and or corporation and the
lots and sos.ce in buildings or grounds sold to the members of the
association and or corporation, or to the payment of the interest

or principal of the debts authorized by the association for the
purchase of land, ecuioment, erer =rg buildings and improvements.

Where a bylaw has been enacted for the creation of ar. irreducible fund,
(IT) the set amount or percentage seated in the bylav/, may not be
amended except for the purpose of increasing the fund. (36-5-5 ACL-A 19

1

|
| was told to cup in caps !

and brackets words to be
deleted and underline the
new wording.
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ALASKA STATUTES
CHAPTER 30. Cemetery Associations

Sec. 10.30.090. Debts of association and or ccrocration. A cemetery
association and or corporation may (NOT) contract debts in anticipation
of future receipts, (EXCEFT) for the (OFIGINAL) purchase of cemetery
land and or for other cemetery purposes, the laying out and embeliishner.
of the grounds and avenues of the cemetery, repairing their buildir.as,
erection of new buildings, mausoleums, columbariums. and ourchasir.a
necessary equipment, for which debts the association may issue bonds

or notes. The association may secure these debts by mortgsge upon its
lands, except lots which have been conveyed to the members of the
Association, or bv security interest in ro more than 50" of the irreduci
fund. (36-5-5 ACLA 19L9).



ALASKA STATUTES
CHAPTER 30* Cemetery Associations.

Sec. 10.30.125 Definition of "Cemetery Lot", ore cr more than one
adjoining, lot, plot, space, grave, nich, mausoleum crypt, vault, and
columbarium, for the interment of human remains.



c'vdL

01.738

61.738 Procedure for revoking cer-
tificate of authority. ORS 57.735, relating to
revocation of certificate of authority, is appli-
cable to nonprofit corporations. (1963 c.492 136
ionncus<i in Insu of 61 735l

61.740 1Ki numlIx-nil 61 9fl4|

31.741  Application to corporation
authorized to transact business in this
state on December 31, 1959. Foreign corpo-
rations which are duly authorized to transact
business in this state on December 31, 1959,
for a purpose or purposes for which a corpora-
tion might secure such authority under ORS
61.005 to 61 125. 61.131 to 61.370, 61.375 to
61.481 and 61.505 to 61.950, shall, subp-ct to
the limitations «'c forth in their respective
certificates of i-uthunty, he entitled to all the
rights and p'tvileges applicable to foreign
corporations procuring certificates of authori-
ty to transact business in this stale under
ORS 61 005 to 61 125. 61 131 to 61 370.
61375 to 61.481 and 61 505 to 61 950, and
fiom December 31, 1959. such corporations
shall !» subject to .ill the limitations, restric-
tions. liabilities and duties prescribed herein
for foreign cotporalions procuring certificates
of authority to transact business in this state
under ORS'6! 005 to 61 125. 61 131 to 61 370.

61 375 to 61 ¢ ‘1 and 61 505 to 61 950 ijtvi
vfisO

61.745 Transacting business without
certificate of authority. »1) No foreign corpo-
ration transacting business in Ibis state with-
out a certificate of authority shall Is- (M-mut-
led to maintain any action, suit or proceeding
in any court of this state, until such corpora-
tion shall have obtained a certificate of au-
thority No action, suit or proci-eding shall be
maintained in any court of this state by any
successor or assignee of such corporation on
any right, claim or demand arising out of the
transaction of business by such cogxiratior. in
this state, until a certificat-* of authority shall
have been obtained by such corporation or by
a corporation which has acquired all or sub-
stantially all its assets.

(2) Tile failure of a foreign corporation to
obtain a certificate of authority to transact
business in this state shall not impair the
validity of any contract or act of such corpora-
tion, a id shall not prevent such corporation
from defendinfg iiriv action, suit or proceeding
in any court of this state. 11969 cfifiOtrtl |

CORPORATIONS AND PARTNERSHIPS

CEMETERIES AND
CREMATORIES

01.733  Land* of cem eter%/ or crvma.
tory carpcrcdon; exemption from execu-
tion, tcnotion and condemnation. A nor,
profit corporation organized and e\Utin(
solely for the purposes of either owning .in;
operating »cemetery or cremating dead b«dii-
and burying and caring for incinerate r-
mains, may purchase or take, by gift nr J..
vise, and own and hold lands for the sole pi.r.
Bose of either a cemetery or a crematory .uvi
urial place for incinerate remains

lands shall be exempt from execution .md
taxation, and from any appropriation for
public purposes, and lots or portions of
land and space in any buildings thereon ...
be sold, if intended to In- used exclusively fir
hunul purposes, and in no wise with a vn-w to
the profit of the members of such corpora:n r
The land so held for cemetery jmi |x>s. - si-.i'l
not exceed 606 acres, hut if the Linil .ure.n:-.
held for such purpose by the enrpinotion i- .il
practically used, the amount thereof m.n b
increased by adding thetelo not more tl.m 20
acres at any one tune The land i held Vi ...
purjMises of a ciematiiry and the hurt e -
Incinerate remains -hall nut exceed 3if

hut if the land already In-Id for such pur;- &
by the corporation is all piactically o i-0 w
amount thereof may be increased by id::;
Ihereto not more than 10 acre- at on o o
time 11°inn1 nsn Wi

61.760 Revenues; restrictions on
uses thereof, ill A nonprofit nirpi' mi-r
orgatn/ed or existing solely for the pie [io-e« 1
either owning and e[>erating a cemeiery or
cremating dead bodies and burying and cantv
for incinerate remains may, by u- Inlaw*
provide that a staled percentage of Ihe in
received from the sale of lots and buna! -p -«
cr(*mation of b dies, donations, gifts or other
sources of revenue shall constitute an irn-lu
able fund. Any bylaw enacted for thecreatior.

of the irreducible fund cannot bo amended <
reduce the fund. % "

(2) The board of directors may direct the
investment of the money in the irreducible
fund, but nil investments of money deposited
in the fund on or nfter January 1, 1972, shall
be in securities in classes and amounts ap-
proved by, the State Treasurer and published
in a lint pursuant to ORS 97.820. If a bank “t
truat company qualified to engage in the tru-t
buflinesa 1u directed hy the board of directet*
to invest the money In the irreducible fund.
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CEMETERIES. HUMAN ROUTES AND TERMINAL ILLNESS

SPECIAL PROVISIONS
RELATING TO ORS 07.010 TO
97.0-10,97.110 TO 97.450, 97.510
TO 07.730, 07.810 TO 07.920 and

97.900

97.010 Definitions for ORS 97.010 to
97.040. 97.110 to 97.450, 97.510 to 97.730,
97.810 to 07.920 and 07.000. As used in ORS
07010 to 97.040, 97.110 to 97.450, 97.510 to
97.730. 97.810 to 97.920 and 97.990:

*1) "Human remains" or "remains" means
the body of a deceased person in any stage of
decomposition or after cremation.

~i2) "Cemetery" means any place dedicated
jo and used, or intended to be used, for the
permanent interment of human remains.

(3) "Burial park” means a tract of land for
-he burial of human remains in the ground
jsed, or intended to be used, and dedicated for
cemetery purposes.

14) "Mausoleum" means a structure for
‘he entombment of human remains in crypts
w vaults in a place used, nr intended to be
j-cd. and dedicated for cemetery purposes.

_*5) "Crematory" means a structure con-
taining a retort for the reduction of bodies of
it’ceased persons to cremated remains.

<l "Columbarium" means a structure or
'mem containing niches for permanent inurn-
ment of cremated remains in a place used, or
mended to be used, and dedicated for ceme-
tery purposes.

(7) "Interment” means the disposition of
Human remains by cremation, Inurnment,
gemomhment or burial.

4’ "Cremation” means the reduction of a
t«idy of a deceased person to cremated remains
aacrematory.

*9) "Inurnment" means placing cremated
mamains in an urn and depositing it in a niche.

(10) "Entombment” means the placement
fhuman remains in a crypt or vault.

*11) "Burial® means the placement of
¥‘man remains in a grave.

’12) "Grave" means a space of ground in a
“trial park used, or intended to lie used, for
"trial of the remains of one person.

'13) "Crypt" or "vault" means a space in a
"stusolfum of sufficient size used, or intended

he vised, to entomh uncremated human
"nains.

114) "Niche" is a recess in a columbarium
®  orintended to be used, for the interment

07.010

of the cremated remains of one or more per-
sons.

(15) "Cemetery authority” includes ceme-
tery corporation, association, corporation sole
or other person or persons owning or control-
ling cemetery lands or property.

(16) "Cemetery association” means any
corporation or association authorized by its
articles to conduct any or all the businesses of
a cemetery, but does not include a corporation

sole or a charitahle, eleemosynary association
or corporation.

(17) "Cemetery business,” "cemetery busi-
nesses” and "cemetery purposes” are used
interchangeably and mean any business and
purpose requisite or incident to, or necessary
for establishing, malntalnlng operating,
improving or conducting a cemetery, interring
human remains, and the care, preservation
and embellishment of cemetery property.

(18) "Directors” or "governing body"
means the hoard rf directors, board of trust-

ees, or other governing body of a cemetery
association. L

(19) "Lot," "plot" or "burial space” means
space In a cemetery owned by one nr more
individuals, an association or fraternal or
other organization and used, or intended to be
used, for the permanent interment therein of
the remains of one or more dr-ceased persons.
Such terms include and apply with like effect
to one, or more than one, adjoining grave,
crypt, vault or niche.

(20) The term "plot owner" or "owner"
means any person in whose name a burial plot
stands as owner of the right of sepulture
therein in the office of the cemetery authority,
or Who holds from such cemetery authority a
conveyance of the right of sepulture or a cer-
tificate of ownership of the right of sepulture
in a particular lot, plot or space.

(21) "Endowment care” means the general
core and maintenance of developed portions of
a cemetery and memorials erected thereon
financed from the income of a trust fund
established and maintained pursuant to the
provisions of ORS 97.810 to 97.860. Endow-
ment care cemeteries owned by a city or a
county may supplement their gent. !care and

maintenance trust funds from general reve-
nues.

(22) =ocinl care" is any care in excess of
viidowed care in accordance with the specific
direction: of any doner of funds for such pur-
poses. 1A vended tiv 195, ¢ SAmSl, 1% THfi *11
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NCNPTtOFTT CORPORATIONS

the bank or trust company shall be governed
bv the provisions of ORS 128.057 and shall
not Ix* required to invest the monsy according
to the list approved by the St>»0 Treasurer.
\n officer of the corporation chall fila with
the Secretary of State on or before April 15 of
each year a verified statement ia cluolicata
containing the same inforrraticn pzrtainirer to
the irreducible fund as provided in ORS
07310 (2) regarding endowment care funds.
The Secretary of State may require the corpo-
ration to file, as often as he considers it to be
necessary, a detailed report of the conditions
.nd assets of the irreducible fund.

i3> The interest or income arising from the
.reducible fund provided for in this section or
lv .n,, oylaws, or so much thereof as is neces-
-ary. shall be devoted exclusively to the pres-
ervation and embellishment of the grounds,
buildings and property of the corpor. ition and
the lots and space in buildings or grounds sold
tn the members of the corporation, or to the
payment of the interest or pr.i.ripal of the
dihts authorized by subsection (5) of this
-ection for the purchase of land, erecting
bmiding-. and improvements. Any surplus
thi p*of not needed or used for such purposes
Jli.iMhe invested as provided in this section
.Id -hall become part of the irreducible fund.

o After paying for the land and the
tii*.on of the original buildings and improve-
met.’- thereon, all the future receipts and
in. me of the corporation subject to the provi-
-loti- in this section relating to the creation of
in irreducible fund, whether from the sale of
lots md burial space, cremation of bodies,
donations, gifts and other sources, shall be
appl,>s| exclusively to laying out, preserving,
protecting, embellishing and beautifying the
ccmovry or the crematory and grounds there-
of, and the avenues leading thereto, and to the
esrcitmn of such buildings and improvements
as may Ix* necessary or convenient for ceme-
swy or crematory purposes, and to pay the
necessary’ expenses of the corporation.

(51 No debts shall be contracted by such
corporation in anticipation of any future re-
ceipts, except for originally purchasing the
«ands authorized to he purchased by it, laying
"ut nr.d embellishing the ground* ave-
nues. erecting buildings and vault* o*’ cttch
'nd. and improving them for th* purneas* of
hi* corporation. The corporation may tzjua
~>nds or notes for debts so contracted and raoty
s*cum them by way of mortgage upon any cd
IN lands, buildings, property and improre-
n'i*nLs excepting lots or space oonvwyod to th*

61.775

members. (1969 ¢580 19. t97i ¢.22S 1]

61.765 Selling land wunauited for
buried*. If in the board of directors' opinion,
any portion of the lands of a nonprofit corpo-
ration organized and existing solely for the
purposes of either owning or operating a cem-
etery or the cremation of dead bodies and the
burial and care of incinerate remains is urm
suitable for burial purposes or other purposes
of the corporation, the board of directors may
sell such portion and apply the proceeds to the
genera! purposes of such corporation in the
same proportion and manner as provided by
ORS 31.005 to 61.125, 61.131 to 61.370,
61.375 to 61.481 and 61.505 to 61.950. (1959
€.530 971

61.770 Burial lots or space; use,
exemption from taxation, execution and
liens; lien for purchase price of grave-
stone. Burial lots or space fcr burial of incin-
erate remains in buildings or grounds sold by
a nonprofit corporation or?anized and existing
solely for the purposes of either owning and
operating a cemetery or cremating dead bodies
and hurving and caring for incinerate remains
shall bo for the sole purpose of interment or
deposit and safekeeping of incinerate remains.
Such lots or space shall be exempt from taxa-
tion, execution, attachment or other lien or
process, if used as intended by the purchaser
thereof from such corporation, or his assigns
or representatives, exclusively for burial
purposes, and in no wise with a view to profit.
The vendor of any gravestone, however, shall
not be prevented from having and enforcing a
lien thereon for all or part of its purchase
F_rice. If a suit is brought to enforce such a
ien, the decree therein iIs enforceable thereaf-
ter; and, for the purpose of enubling the lien
la be had and enforrcd, the gravestone shall
be deemed personal property and may be
severed and removed, under execution and
order of sale, from the lot where it is situated
and may be sold in the same mnnner as any
other personal property. (1969 ¢ 580 »9fi)

61.775 Recording plan; power to
improve nnd regulate ground*. A nonprofit
corporation organized and existing solely for
the purposes of owning and operating a ceme-
tery or cremating dead bodies and burying
and caring for incinerate remains shall cause
a plan of it* land and grounds and of the lota
laid out by it and of the niches or burial spoon
in the buildings erected thereon to bhe made
and recorded In the county in which such
ground* and land are located, auch lota or



HEALTH AND SAFETY CODE
DIVISION 7. DEAD BODIES
PART 1. GENERAL PROVISIONS

Chapter 1. Definitions

7000. The definitions in this chapter apply to this division and to
divisions 8 and 9 of this code. _

7001. “Uuinan remains” or “remains” means the body of a deceased
erson, and includes the body in any stage of decomposition and cremated
:mains.

7002. "Cremated remains” means human remains after incineration
nd necessary processing under Section 7054.1 in a_crematory.

7003. "Cemetery" means uny one, or a combination of more than one,
f the following, in"a place used, or intended to be used, and dedicated,
> cemetery Furposes: _

a) A burial nark, for earth interments.

b) A mausoleum, for crypt or vault interments. _
(c) A crematory, or a crematory and Columbarium, for cinerary
itefments. _

1M "Burial park" means a_tract of land for the burial of human
nnains in the ground, used or intended to be used, and dedicated, for
nnetcry purposes. o _

70X5. ~Except in Part 5 of Division 8 of this code, “mausoleum” means
structure or Building for the entombment of human remains in crypts
r vaults in a place used, or intended to be used, and dedicated, for
imctery purposes. o o

7006. "Crematory" means a building or structure containing one or
ttore_furnaces for the reduction of bodies of deceased persons to cremated
mnins.

7IXW7. Except in Part 5 of Division 8 of this code, "columbarium™ means
structure, room, or other space in a building or structure containing
.dies for inurnment of cremated human remains in a place used, or
tended to be used, and dedicated, for cemetery purposes.
7(X8. "Crematory and columbarium” means a building or structure
attaining both a crematory and columbarium. )
7009. "Interment” means the disposition of human remains by
urnment, entombment, or burial in a cemetery or, in the case of
cmated remains, by inurnment, entombment, burial, or burial at sea ns
ovided in Section 7117. _
7010. “Cremation" means the reduction cf the bodY of a deceased
:rson to cremated remains in a crematory and the placement of the
cmated remains in a grave. Vjult or niche or burial at sea as provided
Section 7117 of this code. _ o
7011, "Inurnment" means placing cremated remains in an urn and
acing it in a niche. o
70% ; "Er}ttombment" means the placement of humnr, remains in a

er vault.

%81.3. "Burial” means tlie placement of human re.nrins in a grave.
7014, "Crave" means a space of ground in a burial park, used, or
itended to be used, for burial. _ o
7015, "Crypt” or "vault” means a space in a mausoleum of sufficient
/o, used or intended to be used, to entomb (incremated human remains.
7010 "Niche" means aspace ina columbarium used, or intended to be

« ~Jf022. "Lot,” “plot," or "“interment plo

used, for inurnment of cremated human remains. )
017: "Temporary receiving vault" means a vault used or intended to
be used for the temporary placement of human remains. o

7018. "Cemetery authority” mcludes cemetery  association,
corporation sole, or'other person owning or controlling cemetery lands or
property. _ o Lo
. 7019.” "Cemetery corporation,” "cemetery association,” or "cemelery
corporation or association” mean any corporation now or hereafter
organized which is or may be authorized by its articles to conduct any one
or more or all of the businesses of a cemetery, bur do not mean or Include
a carporation sole. . )

7020. "Cemetery business,” "cemetery businesses," and "cemetery
purposes” are ysed interchangeably and mean any and all business and
purposes. requisite . to, necessary” for, or incident to, establishing,
maintaining, operating, improving, or conducting a cemetery, interring
human remains, and the care, preservation, and embellishment of
cem_eteral Property, including, but not limited to, any activity or business
des_lfgne or the "benefit, service, convenience, education, or spiritual
uplift of property owners or persons visiting the cemetery. )
A-7021. “Directors” or "governing body” means the board of directors,
board of trustees, or other governing bod¥ of a cemetery association.'

” means space in a cemetery,

*A"used or intended to be used for the interment rf human remains. Such

X

terms include and apply to one or more than one adjoining graves, one or
more than one adjoining crypts or vaults, or one or more than one
adjlomlng niches. i )
023. ““Plot owner,” "owner,” or "lot proprietor” means an?]/ person in
whose name an interment plot stands of record as owner, in the office ol
a cemetery authority. .~ o _
7024." "Permit for Disposition of Human Remains” includes "burial
permit” and is a permit, issued pursuant to law, for the interment,
disinterment, removal, reinterment or transportation of human remains.

DIVISION 8. CEMETERIES
PART 1 GENERAL PROVISIONS

”nn

Chapter |I. Cemetery Defined !

8100, gix or more human bodies being buried at one place constitute
"The |dacc a cemetery.

Chapter 2. Vandalism

8101. (az Every person is gun(t]y of a misdemeanor and punishable by
a fine of not less than two hundred fifty dollars ($250) nor more than one
thousand dollars ($1,000), or by imprisonment in the countxjall for not
exceeding one year, or by both,"who maliciously does any of thé following:

(1) Destroys, cuts, matilates, effaces, or otherwise injures, tears down,
or removes any tomb, monument, memorial, or marker in a cemetery, or
any gate, door, fence, wall, post or railing, or any inclosure for the
protection of a cemetery or any properly in a cemetery.

2) Obliterates any grave, vault, niche, or crypt. o

3) Destroys, cufs, breaks or injures any _building, statuary,
ornamentation, tree, shrub, or plant within the limits of a cemetery.



Alaska State Legislature

Speaker of the House of Representatives U G

Juneaia. Alaska 99811
46537120

tlay 19, 1984

To: Rep. John Cowdery
Chairman/ Labor and Cimmerce

From: Rep. Joe Hayes
Speaker W
Re: HB 481

HB 481 relating to cemetery associations 1is being referred to
your committee today. This bill is almost identical to the
House Labor and Commerce version of HB 569 which you passed
earlier this session.

I would appreciate your quick action on SB 481.

Thanks.



MAY 22, 1984

TO: JOHN
FROM: KEN
RE: SB 481 RELATING TO CEMETARY ASSOCIATIONS

SB 481 IS DESIGNED TO UPGRADE STATUTES WHICH COVER
CEMETARY ASSOCIATIONS, NON-PROFIT CEMETARY CORPORATIONS
AND CEMETARY LOTS. THIS BILL IS ALMOST IDENTICAL TO HB
569 WHICH THIS COMMITTEE PASSED EARLIER THIS SESSION. HB 569
HAS ALSO  BEEN PASSED ON THE FLOOR. T IS MY
UNDERSTANDING THAT THE STATUTES GOVERNING CEMETARY
OPERATIONS HAVE NOT BEEN REVISED SINCE THEY WERE
ORIGINALLY ADOPTED IN 1949 DURINC TERRITORIAL DAYS. THE
BILL WOULD GIVE THOSE OPERATING IN THE INDUSTRY MORE
FLEXIBILITY IN DEALING WITH CONSUMERS IN TODAYS MARKET.



*

STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date: February 14, 1984 |

REQUEST FISCAL DETAIL

Bill/Resolution No.: SB 481 Agency Affected: Commerce and Economic Dev.
Title: An Act relating to Cemetery Program Category Affected: Consumer
Associations _ _ Protection

Sponsor; Senator Kerttula BRU, Program or Subprogram”) Affected:
Requestor: Banking, Securities and Corporations

Date of Request:_

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 84 FY 85 FY 86 Fy 87 Fy 88 1
OPERATING 1
100 PERSONAL SERVICES 1
200 TRAVEL 1
300 CONTF.ACTUAL . ] }

<t SUPPLIES

500 CQUIPMENT 1
600 LAND L STRUCTURES 1
700 GRANTS, CLAIMS 1
800 MISCELLANEOUS * 1
TOTAL OPERATING -0 - -0 - -D - - U - -0 - ]

I CAPITAL -0 - y1- 1 -0~ ~0- | -u- 1 -v-
! REVENUE - U- - 0- - U - co- l-u- i -

FUNDING: (Thousands of Do! ars)
CENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL - U - -0 - - U - - U - - rr— j-1-u

= -
|_'|—‘ [l

POSITIONS:

FULL-TIME |
PART-TIVE j
TEVPCRARY 1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL.:

ANALYSIS: Attach a .separate Dage for analysis

Prepared By: Willis F. Kirkpatrick. Director Phone: 465-2521
Division: Banking, Securities and Corporaf/ions Date: 2/14/84 ~

Approved by Commissioner: Richard A/Lyon Date:
Agency: Commerce and Economic Development

Distribution (by Agency nr. caring fiscal note):
Legislative Finance
Legislative Sponsor #
Requestor
Office of Management and Budget
Impacted Agency(ies) A |]0OoTg.






STATU OF ALASKA 1904 LEGISLATIVE SESSION
FISCAL NOTE

[Revision Oato:

REQUEST FISCAL uciniL

Bill/Resolution No.: SB 517 Agency Affected: Labor

Title: "An Act relating to Workers'Program Category Affected: pub lie
Compensation; and providing . . Protection

Sponsor:  Labor and Commerce BRU, Program or Subprogram!s) Affected:
Requestor; Senate liES?T Workers' Compensation

Date of Request: 04/03/84

FV 8 m Fras FY 86 Fy 87 FY 88 FY 89
OPERATING
100 PERSONAL SERVICES
700 TRAVEL
TGD CONTRACTUAL
*0 SUPPLIES
500 EQU
@D LAND [l STRUCTURES
700 GRANTS, CLAIMS
iGD MSCELLANEOUS 1
| T jT/uT OpEffATTRIT 0 0 0 0 0 .0

I CAPITAL
REVENUE

FUNDING. (Thousands of Dollars)

GENERAL ALNU 0 0 0 0 0 0
FECERAL RUNCB

OHR

TOIAL

POSITIONS:
FULL-TIME
PART-TIME
TEVRCRARY

SOURCE OF FUNDS TO OFFSET FISCAL INPACT OF BILL:

N/A

ANALYSIS: Attach a separate page for analysis----------------

Prepared By:”.1,-icqiiol vn McClinlock : 4G5-2790
Division: Workers' Compensation  / I ,-Q Date: 04/03/34
Approved by Commissioner: jjn RobiSon ' "}/’ /& '/V Date: 04/0.1/04
Agency: Department of Labor
LEG:A:42. _ _
Distribution (by Agency preparing fiscal note):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

. Impacted Anoncy(ies) 12/1/83




MAY 15, 1984

TO: JOHN
FROM: KEN
RE: SB 517 RELATING TO WORKERS COMPENSATION

SB 517 IS DESIGN*TO TSHBB SOLVE THE PROBLEMS OF
INCONSISTENCY OF TIME PERIODS WHICH NOW EXIST IN THE
WORKERS COMPENSATION ACT. THE END DESIRED RESULT WOULD
BE LESS CONTROVERTED WORKER COMPENSATION CLAIMS.

A DETAILED SECTIONAL ANALYSIS HAS BEEN PROVIDED AND |
WOULD NOW ASK THE DEPARTMENT OF LABOR TO COME FORWARD
AND CO THROUGH THE BILL WITH THIE COMMITTEE.



Section-By-Section Analysis

HCS CSSB 517 (L&C)

Section 1. This section requires the physician rendering treatment to file a
medical report within 14 days following treatment instead of 20 days.

Section 2. This section extends the maximum time period for an employer to
notify the board and employee that the payment of compensation has begun or has
been increased, decreased, suspended, terminated, resumed, or changed in type,
from 14 days to 28 days.

Section 3. This section extends the maximum time period for an employer to
file a controversion from 14 days to 21 days from date of knowledge of the
alleged injury or death, or, if payments have begun, within 7 days after an
installment or compensation payable without an award is due.

Section 4. This section shortens the maximum time period for an employer to
pay compensation to an injured worker from 28 days to 21 days.

Section 5. Provides for an effective date of July 1, 1984,
ANALYSIS

The proposed legislation rectifies many of the incompatible and inconsistent
time periods presently existing in the Workers' Compensation Act. The bill
changes the maximum time periods to file physician's notice of treatment, file
notice of controversion, pay compensation benefits to injured workers and to
notify the board and employee on the payment status of workers' compensation
benefits.

Currently, the employer has a maximum time period of 28 days to pay compensation,
but only 14 days to controvert a claim. Afurther conflict inmakinga
determination to either pay or deny is the time period of .20 days for the
physician to file notice of treatment verifying that the injury 1s work connected
and that the worker is unable to work. This leaves little or no time for the
employer/insurers to make an informed decision to accept or deny the claim. As
a result, many employer/insiders controvert claims which unnecessarily delays
payment of cormeiisation for a longer period than the additional 7 days proposed
under this legislation to investigate the claim.

This legislation will require the physician to file the medical report within 14
days insteac of 20. The time period to file a controversion will be extended

to 21 days nstead of 14 days andthe maximum time to pay ccmpensation willbe
shortened from 28 to 21 days. Inother words, the physician must file the
medical repo*t within 14 days andthe insurer must either pay or controvertthe
claim within 21 days.



The proposed amendment allows an additional 14-day grace period for the employer/
insurer to notify the board and employee on the payment status of workers'
compensation benefits by extending the maximum time period from 14

days to 28 days to file compensation reports.

C: 10



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST Hcs for FISCAL DETAIL

Bill/Resolution No.: CS B 517(L&C)Agency Affected: Labor

Title: "~n Act relatlng to" Lorkeﬁ Program Category Affected  public
Compensation; and providing Protection

Sponsor:  Labor and Commerce ~ BRU, Program or Subprogram!s) Affected”
Requestor; House Labor & commerce Workersl Compensation

Date of Request: b/lu/84

EXPENDITURES/REVENUES:  (Thousands of
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

<O SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAINS

800 MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

L CAPITAL
| REVENUE |

FUNDING:  (Thousands of DoF ars)

GENERAL FUND u 0 0 0 0 0

FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

N/A
ANALYSIS ach a separate page for analysis
Preparel vn McClintock Phone: 465-2790
division  workers® Comperisation Dafe:  5/10/84
Approved by Commissioner® Jjm RobQon~*~ Date: 5/10/84
Agency: Department of Labor

LEG:A :45

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83

rinc. £F






1 , STATC OF ALASKA 1984 LEG ISLAT IVC SCSSION

FISCAL NOTE

REQUCST
Bill/Kesolution No.: CSfB 525
Title: "An Act ro 1aTTily to

Unemployment InsuranceZ?
Sponsor;

Requestor;
Date of Request:

Senate Finance All

April 25, 1904

rrst. FV 85 fY.bg
OPERATING
100 1"LRSONAL SERVICES mj
700 TRAVEL
300 CONTRACTUAL
"ton supplies
500 EQUIPMENT
T.00 LAND & STRUCTURES
700 CRANTS, CLAIMS
IWO MISCELLANEOUS
TUIAL OPCRAIING 169.1 463.3

! CAPITAL !
C  ruvinu |

FUNDING: (Thousands of Dollars)

general runi) 126.8 34/.5
FELERAL NS 11.8 32.4
OTHER 30.5 83.4
TOTAL 169.1

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSCT FISCAL IMPACT OF DILI.:
Personal Service benefits would increase for all

FISCAL DETAIL
"Agency Affected:”
Program Category Affected: Al

"1&U *

Al_

Senate Labor/Commerce UlUI, Program or Subprogram”) Affected:

FTu/ . "TV 88 " FY 89

_ 118.6 526.6

618.6 51 "4 W.fi

389.0 .391.8 395.0
36.3 36 6 35.9
93.3 94.0 94.7

510.G 622.4 526 6

agencies based on the

projected increase in unemployment insurance paid to ex-state employees

and seasonal employees.

ANALYSIS:  Attach a Sj}pJYOCjrago fr>rronalysis
M7 .. M v/

Prepared By: n fi, w Sboy,

Division: rmiiinympnt Snmr ij >mDivi,?;, jrnT»

Approved by Conaiiissioner: nliniLif

Aor “"Cyi Inl.nr

I.FG.A:4 _ _
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impactod Agency(ies)

Phone: 465-271?
Date:

Date: 'Jh s’/X]

/7 7/

Ik
12/1/83



STATC OI: ALASKA 1984 LIGIGLATIVC SC55I10N

FISCAL NOTE

RrgiicsT FJ_5CAL DCTAJJIL -
linT/Keso lut ion No.: CSf.B Agency AlTecLedLabor
Title: "An Act relaCITiTTTu Program Category Affected: Sueial Services

Unemp]oyment Insurancejr"
Sponsor; SenateT abor/Commerce OKU, Program ur Subpruyraiii(s) At lopted:
Deques tor: Senate Finance _employment Security, Unemployment
Date of Request: April 2b, 1984"™ ~Insurance

EXrcriniTURCS/REVrrJUES: (Thousands of Dollars)
Frp FyT 5 Fy-fib rr h/

OPERATING

100 PERSONAL services

:00 TRAVEL

300 CONTRACTUAL

"00 SUPPLIES

500 CCUIPMENT

COO LAND 4 STRUCTURES

/00 CRANTS, CLAIMS

uoo MISCELLANEOUS

TOTAL OPHATTTIC

LANTAL
K1 VLNUL

FUND INC,: (Thou
OrNFMAI  FUNO
FEDERAL, .UJW/V

O IIilK

total 1

POSITIONS:
FULL-TIME

PART-TIME
ITMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF DILL:
Federal funds will be requested to fund reprogramming of automated programs.
[125 hours x $40 per hour.]

ANALYSIS: Attach a, sopa,rato,pacje™for analysis

tJ1 'S
Prepared ,y:" Phonc:_ 565 rzz12
Division: e e e e eee emeemaaaaaaa . . Date:
v r .. ffi s-h i
Approved by Cummissloner: ,i?’ri)(lh 1 ooio -A h fM
Agency: "N QIL

1.rG:A:5
Distnbul ion (l,y Ayenry preparing Tfiscal note):

Legislative rinancc
legislative Sponsor

Requestor
flffl»a rr MweAonntAiif 3» | Pmilmaf



Page 2 Fiscal Note CSSB 525 (Fin)
Department of Labor

The following assumptions were made in preparing the
forecasted costs: _ _ _
1. State employment will continue to increase through
FY 1986, Thereafter, stato employment will level of
with consolidation of administrative jobs and belt
tightening being offset by jobs based on increased
population.

2. There is no wage increase for calendar year 1984.
The wages through FY 1986 reflect the recent agreement
with APEA. A 5 percent yearIK Increase continues
throughout the remainder of the forecast period.

3. As provided in this bill, the maximum weekly benefit
amount paid for unemployent insurance claims will increase
from $156 to $188, effective October 1, 1984,

As a result, the State of Alaska would be required to pay
more in its personal service benefit costs for unemployment
insurance. he total amount of the increased costs (which
would affed all Departments in the State) is projected from
past experience and a computerized modeling technique. The
estimated increase in the average Payment using this method
IS 12.7%.  This increase would not uccur immediately in

FY '85, because claimants are P_ald for an entit'l year at
the rates in effect when they first claim benefits. The
total effect of the increase would not be felt unitl FY ‘87.



.S. Department of Labor

ANlojrnem 5winii> Division
JONtAL ~
EXECUTMEr1d3h2&>h 1984

MEMORANDUM DOR: DESIGNATED EMPLOYMENT SECURITY"AGENCY~~
-  Alaska - John W. Shay
ldaho - Scott B. McDonald
Oregon - Raymond P. Thorne

Washington Nbrward J. Brooks

SUBJECT: Revision of Between Ibrms Denial Provisions
Required by P.L* 93-21

This is a follcw-up to earlier discussions and correspondence with
individual States in this region regarding the provisions of F.L.
98-21. The national office Iras completed its analysis of current State
law provisions and its determination of what States need to do to bring
their laws into conformity with P.L. 98-21., They are also requesting
our assistance in confirming information pertaining to the grace period
allowed by Section 521 (b)(2) of P.L. 98-21.

Section 521(a)(2) of P.L. 93-21 amended Section 3304(a)(6)(A) of RJTA
to provide as follows:

"Clauses (ii1)(l), (iii), and (iv) of such sections are each
amended by striking cut "may be denied” and inserting in lieu
ethereof "shall be denied".

Tnis amendment means that the States no longer have the option of
applying these clauses, but instead must do so as a condition for
certification of tire State law. Accordingly, for consistency with
these new requirements in amended Section 3304(a)(6)(A). all States
must:

0o Deny benefits based on nonprofessional services performed by
employees of educational institutions between terms uider clause
(ii) (and also provide for retroactive payment for these employee
as specified);

o Deny benefits on any services performed by employees of
educational institutions during vacation or Iroliday periods under
clause (iii);

o Deny benefits based on airy services performed by employees of
educational service agencies who perform such services in an



educational institution both between terms and during vacation or
holiday periods urder clause (iv).

In addition, Section 521(a)(l) of P.L. 98-21 amended Section
3304(a)(6)(A), FUTA, by adding new clause (v) as follows:

"(v) with respect to services to which Section 3309(a)(1) applies,
if such services are provided to or on bdaalf of an educational
institution, compensation may be denied under the same
circumstances as described in clauses (i) thru (iv), and..."

New clause (v) is not mandatory but rather gives States the option to
apply the denials in clauses (i) through (iv) to enployees of nonprofit
organizations or government entities who provide services to or on
behalf of educational institutions. However, if adopted by a State
clause (v) must be accepted in toto and must be applied equally to both
professional and nonprofessional services.

The changes made by Section 521(a)(l) and (2) of P.L. 98-21 will become
effective for compensable weeks beginning on or after April 1, 1984.
However, there may be tin exception to the April 1, 1984, effective
date. Certain States, depending on when their legislatures cure in
session may be allowed additional time after April 1, 1984, to amend
their State laws. Specifically, Section 521(b)(2) of P.L. 98-21
provides that:

"In the case of a State with respect to which the Secretary of
Labor lias determined that State legislation is required in order
to comply with the amendment made by this section, the amendment
made by this section shall apply in the case of compensation paid
for weeks which begin on or after April 1, 1934, and after the end
of the first session of the Stale legislature which begins after
the date of the enactment of this Act, or which began prior to the
elate of the enactment of this Act and remained in session for at
least twenty five calendar clays after such date of enactment. For
purposes of the preceding sentence, the term "session®™ means a
regular, special., budget, or other session of a State
legislature.”

This means that States have until the end of the first legislative
session which begins after April 20, 1983, (the date of enactrent of
P.L. 98-21), or April 1, .1.90, whichever is later, to amend their law.
If the State Legislature was in session on April 20, 1983, and remained
in session for at least 25 calendar days, the State has until the end
of that session or April 1, 1934, whichever is later. The term session
is defined in P.L. 98-21 as a regular, special, budget or other session
of the legislature. It is irrelevant whether the legislature actually
incots car whether it is in recess. It is only required that the



legislature be in session.

We request that you;

€))

(2)

3

Review the attached summary and verify the accuracy of the
legislative session dates.

If corrective legislation is not being sought, summarize how the
State intends to remedy the issues described in the summary.

Provide the information requested above, 1in writing, within 14
days of receipt of this letter. This information is needed in
order for the Secretary of labor to take the grace period
determination and for certification required by the Secretary for
m "empSyek tax credits and State administrative grants.

1V\S) -

ROBERT F/ JOHNSON
AssociateeRegional Administrator

fob Unemployment Insurance

Enclosure



ALASKA

Status of Between/Within Terms Denial Provisions Required by P.L.
53-21

Section 521(a)(2) of P.L. 98-21 amended Section 3304(a)(6)(A) of
the Federal Unemployment Tax Act to make clauses (ii) through
(iv) mandatory rather than optional. Following 1is the status of
the implementation of those clauses in Alaska®s employment
security law. according to our Commerce Clearing House (CCH)
reports.

The Alaska employment security law currently does not implement
either of the three clauses that are now mandatory.

Consequently, all three clauses must be enacted by April 1. 1984,
since Alaska does not have a grace period which extends beyond
the April 1. 1984 effective date.

Alaska has no grace period because its legislature convened on
January 17, 1983 and adjourned June 27, 1983, more than 25 days
after April 20, 1983, the date P.L. 98-21 was enacted.



MEM

ORANDUM State of Alaska

to: Ken Johnson date: May 10, 1984
Administrative Assistant
Representative Cowdery"s Office FILE NO:

TELEPHONE NO: 465-2700

from- Eileen Plate subject: CS for SB 525
Special Assistant

to

the Commissioner

Department of Labor

This

will confirm our telephone conversation and your request for

additional information.

1. The Ul Trust Fund currently has a balance of $148 million.

2. Sect”.*.ns 10 and 13 of the Ul bill, CS for SB 525, are conformity

items with the Federal Unemployment Tax Act (FUTA). The addi-
tional cost to Alaska for not remaining in conformity with FUTA
is the loss of $21 million in Administrative funds to the State
for operation of the Unemployment Insurance (Ul) and Job Service
programs; $86.4 million in increased FUTA taxes to all employers
in the state; and 1 iss of $4.3 million in benefit payments for
their Extended Benefits program. The total cost would be $112.2
mil lion.

Attached is a copy of a letter from the U.S. Department of Labor
regarding the conformity requirements of Section 10.

Sections 2 and 3, which are not strictly conformity items,
would cost the employers in this state an additional $2 million
annually if not passed. Attached is a paper that was prepared
on this subject in cooperation with the House Research Agency.
On page 4 of the paper, the affect on employers is detailed.

On page 7 the options are listed--we elected to propose the
option that would have the least affect on Alaskan employers.

If Sections 2 and 3 had been in effect for 1984, there would have

been
that

no impact on employers. This 1is because of the requirement
employers with the same payroll decline percentage must be

placed in the lower rate class rather than splitting the group. In

1983

there would have been 163 employers affected, for a total of

$2,800 (or $17 per employer).

IT you need any additional information on CS for SB 525, please
contact me at 465-2700 or Jack Shay at 465-2712.

Attachments (2)

(P-00IA @ev. 10/73)



ALASKA STATE LEGISI \THKE
. HOUSE OF REPRESENTATIVES
\HI- - i v RESEARCH AGENCY

yi«y

I'oncli Y, Stale Clipilot
Juneau, Alaska 99811
(907) 4A5-3Vv9l

April 2fi, 1904
MEMORANDUM
TO: Representative Joe Hayes

FROM:  David Teal
Legisiative Analyst

RE: Previsions for Financing Unemployment Compensation
Research Request 04-101

Among other provisions, SB 525 would 1increase the maximum amount of
unemployment compensation from the current level of $156 per week to a
new maximum of $190.* According to the Department of Labor, this change
in the benefit schedule would cause Alaska employers to contribute an
additional $21.5 million to the unemployment 1insurance system during

the next four years.

You asked me to review the provisions for financing Alaska®s unemploy-
ment insurance system in order to determine the possibility of reducing
the Fiscal impact on employers of implementing SB 525. The result of

that review is a proposal that:

“ incre.isos current benefits by $12.1 million per year

the proposal retains the benefit schedule contained in SB 525);

e decreases employer contributions by $12.5 million per year
without shitting the financing burden to some other group;

e maintains the adequacy of the trust fund.

Details of the proposal are discussed below. A table is included to
aid your comparison of the current law, SB 525 and the proposed revisions
to SB 525. The table shows values through 1980 because three years are

required to absorb the full iImpact of a change iIn the benefit schedule.

A shorter period would understate the amount of contributions required
to finance an increase in benefits.

These benefit amounts do not include allowance for dependents. Addi-
tional weekly benetits of $24 per dependent can be claimed by those
who are eligible.



Iluproscntativo layes
April 26, 1984

Page 2
TAI3LE 1
Unemployment Insurance Benefits and Contributions
State of Alaska--1985 through 1980
(in mi 1 lions of dollars)
Benefits Paid Employer _ Reserve
By Alaska Contributions Ratio
Change from Change from in
Amount Current Amount Amount Current Amount 1938*
Current Law $342.8 - $328.7 - 5.2%
IIB 526 391.0 $48.2 350.2 $21.5 4.7
Proposal 391.0 48.2 273.5 (50.2) 3.2

*The reserve ratio 1is defined as the trust fund balance divided by
total wages paid iIn the state. It is often used as a measure of the
ability of the trust fund to pay future benefits.

Source: Alaska Department of Labor

* * * * *

The above table shows that the proposed revisions to SB 525 would require
employer contributions of $71.7 million less (over a four-year period)
than can be expected under the current version of the bill. The reduced
contributions would be the result of two possible revisions to the
existing mechanism for financing Alaska®s unemployment iInsurance system.

Revision /1. Classify the interest earnings of the trust fund as income

to the Tfund for the purpose of determining contribution
rates.

Revision >?. Alter the solvency tax provisions to reduce employers®

contributions when the trust fund 1is determined to be
adequate.

Interest earnings of the trust fund are currently excluded from the
formula whi>»m determines contribution rates. Because the financing
system is designed to recover benefit outlays regardless of the si;° of
tin; trust fund, the trust, fund balance will spiral upward at a compound
rate? of growrh uhless Miis doMcioncy 1is corrected. Im:FifsToii of



Representative Hayes
April 26, 1981
Page 3

interest earnings in the rate formula would lower contributions required
of employers and employees. This deficiency in the financing mechanism
can be corrected by the following amendment to AS 23.20.290(e):

(%) the department shall “subtract from the amount determined in
(1) of this subsection the amount of any benefits reimbursed to
the fund and the amount of interest earned on the trust fund
balance during those computation years;

The second proposed revision to the law modifies AS 23.20.290(f) to
give employers tax credits when the trust fund is judged to be adequate.
Current law assesses additional contributions when the trust fund Iis
judged to be inadequate but has no provision for tax credits.*- The
figures in Table 1 are based on the following additions to the solvency
tax table contained in section 290 (f):~

Reserve Rate
at least but less than Fund Solvency Contribution
(percent) (percent) (percent)

-.A

N Wwwww

©C o N W >

W ww ww
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At reserve rates of less than 2.9 percent, the solvency tax t
remains as shown in AS 23.20.290(f). (For youlk convenience, a cep/

AS 23.20.290 is attached to this memorandum.) The modifications
should cause Alaska®"s reserve ratio to stabilize at about three percent.
The current reserve ratio is about 3.2 percent.

*1f the solvency tax table in AS 23.20.290(f) 1is modified, several
references to "solvency contributions™ should be changed to refer to
"solvency adjustments™ in order to eliminate confusion.

~Assuming interest, were included 1in the formula for determining CON-
tribution rates, the impact of the solvency Lax revision would diminish
once the reserve ratio falls to three percent. because the period of
analysis is relatively short (four vyears), the figures in Table 1
make the solvency tax revision MOrn attractive than it would appear if
the period of analysis were longer.



Representative Hayes
April 26, 1904
Page 4

As shown in the attached grapt , Alaska®s 1902 reserve ratio (i.e.,
balance to wage ratio) was the highest of any state. Alaska®s reserve
ratio lias increased since that time, and Department of Labe projections

show"that Alaska"s reserve ratio will continue to increase under current
aw and under SO 525.

As you know, the reserve ratio is often used as a measure of the adequacy
of a trust fund to pay future benefits. It is difficult to judge the
point at which a trust fund is adequate because there 1is no accepted
standard for reserve ratios. However, it is clear that systems which
respond quickly to increases in benefit outlays do not need as large a
reserve balance as systems that respond more slowly. Many states use
experience of 20 years or more to determine contribution rates. These
states respond very slowly and therefore require a larger balance to
achieve a given level of adequacy. Alaska®"s system uses only three
years of experience, placing it among those states with the quickest
reaction to changes in benefit outlays.

In addition, Alaska"s financing system differs from those of other
states in that a large trust fund balance does not necessarily have a
stabilizing effect on contribution rates when benefit outlays increase.
Even if Liu? trust fund were as large as the Permanent Fund, contribution
rates under the current law would be determined solely by the level of
benefits paid. That is, tho system is designed so that the trust fund

balance can increase to keep pace with economic growth, but can decrease
only under unusual circumstances.

* * *

This subject 1is extremely complex and, given the time available to com—
plete this request, 1 have not given adequate coverage to all the
issues that deserve to be addressed in this memorandum. Gome points
you may wish to consider in your deliberation of the proposed revisions
to SB 525 are listed below.

e The two tax revisions suggested in this memorandum are independ—
ent. Hither could be implemented separately, with or without
a change in the benefit schedule.

The solvency tax revision would reduce contributions only for
employers, while the inclusion of interest would reduce contri—
butions by both employers and employees.

Ixcess™ contributions are a drain on Alaska®s economy. How—
ever, contributions during a period if economic growth may he
preferable to contributions made during a period of economic



Representative Hayes
April 26, 19871
Page 5

decline. A delay in implementing the suggested provisions
would increase the trust fund balance. A large trust fund
balance would generate interest that coujgikKbe used to reduce

contributions if Alaska experiences an e”~”mic downturn in
the future.

I would be pleased to expand the scope of this memorandum or to discuss
the subject at your convenience. Please call the agency if you would
like additional information.

DT

Attachments
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§ 2;i.2(.20 Aliaska Statutis Siitikmknt $271L )0

(M) This penally does not attach d'within 50 ilay.s after mailing nr
porsonal delivery nt*llicdemand, arrangements for payments arc made
with the department. and payment is made 1in accordance with the
arrangements.

(cl Penalties collected tinder this section shall periodically he trans—
ferred from the cleanup, account to the training and building fund.
(s 13 eh HLKLA 1988: am 5 d4ch 100 SI.A 191i9; am 822 ch NSLA
11)80: am {0, «il ch fi) SLA 155821

liffcft el i anS, ee Tli- tI'2 i4i.iclediii t 1, ill Iwi. St.A NS'1,
iiitieinliiii"lil Clirivrlitil .in -run in tin- ilev  lion in was <us<i;iiil.d as millm'CUum .
Il"oatinn n =ciilir-crlnin iri, As *ri;;iiiallv

Article I. K.xperienee Kaliu”.
Si'rdtiii
Kali? dflfiniuiiilitui

See. 2d.20.290. Kate determinatinn. 1lal The department shall
determine each eligible employer®s ratalde payroll. The de iartment
shall then put. all eligible employers in the order of their tventye
quarterly decline ipmtients beginning with the smallest average
decline quotient and shall determine, with respect to each, employer,
tho cumulative ratable payroll during the lour consecutive quarters
ending with the computation dale of the employer ingothoi with all
employees who precede him on the list.

(I» The department shall -tegregale the employers into "roups in
acmrdance with cumulative ratable payroll The limits ul the croups
are those set out incolumn 17of the table in ic) ol this section. Lai itof
those groups shall he identilied by the rate class numl;er in column A
which 1is opposite the figures in column 17 which represent Lite
percentage limits of each group. An employer shall he assigned the
experience factor incolumn C which isopposite the rale class litwhich
the greater part ofthe employer®s ratable payroll falls. Ifotto-halfof the
employer®s ratable payrolls falls in one class, and one-half in another,
he shall he assigned to the lower numbered rate class. No employer
may he assigned to a higher numbered rate class than is assigned to
another employer with the same average quarterly decline quotient.

<c) Beginning January 1. 1981. the rate o, “contiihutimis for each
employer is82 percent of (lieaverage benefit cost rale multiplied by Hit;
employer®s experience factor set out in column i* of the table in this
subsection opposite his applicable rale class set out. in column A plus
the liiltd solvency contribution required under if*ol this section. Ilow.
ever, the rate ofcontributions for an employer may not he less than one
percent or more than six and one halfpen- "it. The rate ofcontributions

for an employer must he rounded to the nearest one-hundredth ofone
percei t

IS 1]
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Idi Uepinninj® .January 1. 15)81. and lor each succveihiu: year
thereafter, the rate of coutrihutions payable hv each employee ol an
employer who issubject to AS 2."1.20. 105 is IS percent ol the average
henelit cost rale as determined in (ei of this section rounded In the
nearest one-tenth of out* percent. llowever, the rate of cnntriiuilions tor
an employee may nut he less than one-half percent in more than one
percent.

(e) The department shall determine the avorajm henelit cost tate as
follows:

(1) the department shall determine the amount of homTils paid to
insured workers dorin;: the last three computatinn years:

(2) thedepartment shall subtract from the amount determined m el
ol this subsection the amount of any benefit!; reimbursed to the fund
dump; those computation years;

<3) the department shall divide the ammml determined in i2iof this
subsection by the total waj"cs paid by all employers required to pay
contributions under this chapter dump! the first three ol the last lour
computat urn years;

i1l the department shall determine the ammm1l ol total wa;;es *uh.
jert to ronl rihutions under this chapter paid dm m* "lhe piecedmil e.emu-
piital.ion vears;

1S1
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CHANGES IN FEDERAL UNEMPLOYMENT TAX CREDITS UNDER THE
TAX EQUITY AND FISCAL RESPONSIBILITY ACT OF 1582

SUMMARY

Since the vraid 1970s, this notion®s unemployment 1insurance system has been
plagued with shortages of funds for administrative purposes and for payment
of unemployment compensation. Tne Tex Equity end Fiscal Responsibility
Act of 1982 (TEFRA) made <changes to the unemployment tax system which
p-ovided additional administrative funds and which were intended to bolster
the state trust funds wused for payment of unemployment benefits. The
changes which provide additional administrative funds were implemented in
1982. Alaska strongly supports the 1983 TEFRA changes. However, the State

cannot support the changes scheduled for implementation_ in 1985. In that
year, states must adopt a maximum tax rate of at least 5.a percent or face
the prospect of employers in the state losing federal tax credits. The

less of tax credits would cause employers to make additional contributions
to the Tederal unemployment insurance system.

If the intent of the 1965 TEFRA revisions was to encourage increased tax
collection efforts by those states which have failed to provide collections
necessary to finance unemployment compensation, the legislation clearly
"ails to fulfill 1its objective. When TEFRA was passed in 1982, only three
of the states affected by the revisions had insolvent trust funds, while

12 of the 20 states not affected by the revisions were 1insolvent. Clearly,
the legislated attempt to increase tax collection efforts fails to affect

the majority of states that have demonstrated by their insolvency that
increased revenue is necessary;- In addition to the misdirected encouragement
of fiscal responsibility, the 1985 TEFRA revisions are likely to cause some
states to reverse fiscally responsible actions of the past.

Although technical problems associated with adopting a 5.a percent state tax
rate are not insurmountable, adoption of that state tax rate may redistribute
the burden of financial support of the unemol cymerit insurance system among
employers and could upset trie program bal ence that some states have achieved.
The cause of the recistribution and imbalance 1is TEFRA"s focus on tax rates
rather than tax effort. Tax effort depends on the amount of earnings sub-—
ject to tax as well as the rate at which those earnings are taxed. Although
the State of Alaska mildly objects to the 3985 TEFRA revisions because
they fail to encourage fiscal responsibility where a need for such respcn-
sinViity has bec-n demonstrated, we strongly object to the failure of the
law to rc-cocnirc- collection efforts other tnan .increases 1in tax rates. The
treatment (under the 1985 TEFRA revisions) cf states that have demonstrated
fiscal responsibility ado"s insult to injury because other tax efforts--1":h
as employee contributions and high tax Lasas--are recccnizc-d under provisions
deal me with states that have insolvent trust funds.



As is often the case with federal intervention in the unemployment insurance
system, compliance with the revisions is optional. However, the incentive
to comply with the 1985 TEFRA revisions is so strong that "mandate" 1is an
accurate” oescription of states® potential courses of action. This paper
discusses potential state actions, but the only attractive option is a
revision of federal law.. A revision need not remove the 1incentive to
increase tax efforts at the state level; it could simply, give states the
flexibility to demonstrate effort 1in ways other then tax rates. We urge
others to join the campaign to revise the TEFRA provisions so that states
have a voice in the determination of tax effort.



CKANC-ES IN FEDERAL UNEMPLOYMENT TAX CREDITS UNDER THE
TAX EQUITY AND FISCAL RESPONSIBILITY ACT OF 1982

Prepared by
The Alaska Department of Labor end
The Alaska House of Representatives Research Agency

August 3983

The unemployment 1insurance system 1in the United States 1is edministerec” as
a partnership of the federal and state governments. Employers contribute a
portion of their payroll to both the feoeral and state partners. Contribu—
tions to the federal government are used for program administration and for
unemployment compensation for which the federal government is liable. Con—
tributions to state governments are used only for payment of unemployment
compensati on.

In recent, years, the federal unemployment insurance tax has been 2.a percent
of the first 56,000 paid to each employee 1in each calendar year. However,
employers could receive credit for contributions made to an approved state
unemployment insurance program. These tax credits could reduce employers”®
net federal contribution .7 percent of the first 56,000 paid to each
employee in each year, or 572 dollars per employee. Each state wes free to
set a tax hase (the amount of earnings subject to state tax) and contribution
rates which it deemed sufficient to support the unemployment compensation
paid through 1its own program. However, full federal credit could be obtained
by ail employers in a state-only if the tax base was at least 56.000 and the
highest state contribution rer® was at least 2.7 percent. Alaska"s tax base

in 3CP,2 is 52 ,200, and Alaska employers pay state rates that range from 3.0
percent to 4.0 percent.

REVISIONS TO THE CONTRIBUTION SYSTEM UNDER TEFRA

Contributions to the unemployment 1insurance system 1in recent vyears Five
provided insufficient administrative funds and have seriously underfinanced
benefit payments in many states. It was in this context of inadequate federal
administrative funds and 1insnvent state trust funcs that system changes
were made by the Tax Equity nd Fiscal Responsibility Act of 1952 (TEFRA).

Effective i? 3982, the fecera unemployment insurance contribution rat7 W
raised to 5 percent and th" fec-eral tax_base was 1increased to a 0 .

The provision for a federal tax credit of 2.7 ;percent for contributions to
an approved state program was unchanged, so contributions to the federal
government by employers eligible for full federal tax credits were increased
by 955)a to 556 per employee per year.

The 3982 TEFRA changes also had ar. impact on state financing of unemployment
compensation. In tmse states which use the federal tax base as the amount

of earnings sob. set to state tax, the acceptance of a higher tax base can
increase revenue to state unemployment insurance programs.



TEFRA also included revisions scheduled for implementation in 3585. In that
veer, the federal contribution rate will increase from the current 3.5 percent
to a rate of 6.2 percent. Simultaneously, the potential Efderal tax credit
for contributions to state programs will be increased to J.A percent. These
changes appear to leave employers®™ net rate of gontributions to the federal
government unchanged (from the 3583 level) at .0 percent of each employee®s
first S7 ,nnn of earnings, or $56 per employee per year.

IMPACT nr REVISIONS EFFECTIVE IK11985

Although the 3985 TEFRA revisions maintain the S56 per year net federal
unemployment insurance contribution that 1is currently applicable and therefore
appear to have no effect on employers®™ costs, that appearance is deceptive.
The revisions effective in 3985 force states with maximum state contribution
rates of less than J.A percent to choose between 3) increasing their maximum
state contribution rate to at least 5.4 percent or 2) allowing some employers
in the state to lose federal tax credits. Loss of federal tax credits would
cause affected employers to pay additional federal taxes for support of the
unemployment insurance system.

The 1983 TEFRA changes were clearly designed to increase contributions for
both administrative purposes and for state benefit trust funds, but the 3985
changes leave the net federal contributions unchanged and ."are clearly designed
to encourage states to take additional action that will inciease their tax
collection efforts.". Alaska supports national efforts to improve the fiscal
integrity of the unemployment insurance system, but we strongly object to

the way-"in which the 3985 TEFRA revisions address the problem of insolvent "
state trust funds.

Although some states or groups of employers may have seen national legislation
as an attractive alternative to state action, we do net believe that the 3985
TEFRA revisions will significantly reduce the number of states with insolvent
trust funds. Insolvency occurs when benefits exceed contributions. The
states themselves have been civen--end snould retain-.the ability to implement
a henef ™ schedule of their own choice. Along with that freedom comes the
responsibility to implement an experience ratine system that will adequately

JSection 2302(c) of the Federal Unemployment lax Act (FUTA) allows crecit
against federal tax liabilities for amounts actually paid to an approved
state unemployment insurance program. Section 3302(b) of FUTA provides an
employer with additional credit against the tax for the difference between
actual payments to a state system and the amount he would have paid "if
throughout the taxable year he had been subject under such State law to the
highest rate applied thereunder in such 32-nionth period to any person

having individuals in his employ, or to a rite of J.a percent, whichever
rate is lower."” Unless a state has a tax r e of cl least 5.4 percent after
3984 , some employers are likely to lose cdoitional credits provided bv section
3302(b).



support the chosen level of benefits. 2 We ere convinced that tax collection
efforts depend on the emount of eernings subject to tex es well ;s the

rate et which those eernings ere texed. The 1985 TEFRA revisions eodress
tex rates but ignore the equally important function of the tex base. Fur—

ther. the revisions do not eppeer to address the problem of solvency where
thet problem needs to be addressed.

Effect on States

If the intent of the 1985 TEFRA revisions was to encourage increased tex
collection efforts by those states which have failed to provide the collec—

tions necessary to finance unemployment <compensation, the legislation
clearly fails to fulfill its objective. If the legislation does encourage
increased tex collection efforts, it will do so primarily in those states
that have the least need to generate additional collections. In addition,

tne legislation may have the unintended effect of encouraging states to
reverse fiscally responsible acts of the past.

According to figures published by the Nevada Employment Security Department,
20 states already had maximum tax rates greater than 5. A percent 1in 1982.
"Jt the-TEFRA revisions requiring a 5.* percent tax rate had been effective

in that year, only those states with maximum tax rates below 5.A percent
would neve been affected. Table ] shows that Alaska 1is one of the 30

states affected by the 1985 TEFRA revisions.

The significance of this observaton does not lie in the number of states

effected by the revisions, but 1in which states are affected. Thirteen
of the O states which would not he effected by the federal evisions have
insolvent state trust funcs.”". In addition, only one of those 2 states has a

Experience rating 1is a system whereby employers are assigned reduced
contribution rales if they demonstrate a history of low unempT oymen* risk
for their employees. Theoretically, experience rating snould 1increase
employers®™ motivation to stabilize employment and to monitor the claims of
the unemployed. When benefit payout 1is nich and there is a need for addi—
tional tax collections, states with a low tax base must place more and
more employers in higher tax brackets. As employers crowd into the higher
tax brackets, the experience rating concept 1is eroded; a good record of
unempl oyment risk has diminished influence on tax rates when all employers
ere at or near the t”p of the tax rate schedule.

We realize that some states may face greet difficulty "in moving tax in—

creases through state legislatures and that states may therefore passively
await federal "mandates™ to increase taxes. We also realize that the
simple solution to the erosion of experience rating--increasino the tax
hase--is unpopular in the majority of states which still use the antiquated
"reserve ratio" experience vrating sytem. (A mathematical quirk in that
rate-making formula causes tax rates to rise when the tax base 1is increased.)
However, we believe that adjustments to experience rating systems should
be made by the individual states, not by the federal government.
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tax base creater than S$9,000 and only three heye a ratio, cf trust fund bcl -

cnee to total wages that exceeds one percent.”” Of the 2D states that would
be effected by trie revisions, only three ere insolvent, eight have a tex base

creater than $9,000 and 15 have a ratio of trust fund balance to total wages
that exceeds one percent.

Clearly, the legislated attempt to increase tax collection efforts fails to

affect the majority of states that have demonstrated by their insolvency
that increased revenue is necessary. The law does effect many states which
have a trust fund of a size that inoicates that acoitiona.l collection efforts

ere unnecessary. Further, the law affects many states that have responded
to the- neec for increased tax collectionsby increasing their tex base as an

alternative (or supplement) to increased tax rates.

For those states that have already raised their tax base above tne federal
tax base in order to keep pace with 1increases 1in wages and onempl oyment

compensation, the federal vrevisions are particul arly .troubl esome. The new
federa aw may be coynterproductive because it encourages states to reverse
the fiscally response lc act >f increasing their tax base. Although we mildly

object "to the law because it fails to encourage fiscal responsibility where
a need for such responsibility has been demonstrated, we believe that the

indirect encouregment for stores to lower their tax bases 1is unconscionable,
lower tax bases diminish the ability of states to control total tex revenue

and can distort an otherwise -equitable distribution of program costs.
Effect on Fnployers

Adoption of a maximum unemployment tax rate of at least E.4 percent 1is a
state option. 1f a state fails to implement a tax rate at or above that
level, some employers in that state may lose a portion of the additional
credits granted by section 2302(b) of the Federal Unemployment Tax Act (FUTA).
The attached taste showsthe cost toselected Alaska employers under the cur—
rent contribution rate schedule and under the following scenarios applicable

after 3PSE£: 1) Alaska®s maximum tax rate vremains at 2.8 percent; and 2)
Alaska adopts a 5. A percent maximum tax rate with no change m the tax
base. Tne 1impact of these scenarios on various croups of employers is

summarized below.

Low Wage/Low Rate Employers

Employers wr.c pay annual wages under 5/,000 and contribute at the minimum
state tax rate will be strongly affected if the state does not acopt a
5.~ percent maximum tax rate. These employers would lose federal tax
credits and thus pay additional federal t.a>.es. The maximum additional
federal tax would be SI per employee for employers, paying annual
wages of 57,000. )n Alaska, trade and service employers tend to be 1in
this category.

*"The ratio of trust fund balance to total wages is a measure of the adequacy
of the trust fund. The one percent level 1is arbitrary. Al figures con—

cerning tax rates end tax bases are for 3582, the latest year for which
data are available.



ANNUAL PER EMPLOYEE CONTRIBUTIONS TO THE IJNEMPLOYF-FiTfm N.MIRANCI. SYS IT*

Annual Average Earnings per Empl oyce

$1,000 $.7,000 $5,000 $7,000 $0,000 $0,000 $10,000 $11,000 $20,000
AlO"krl Trixes

Wrnnir
Minimum (1%) $in $ 3n $ 5n $ 70 $ on $ on $Ino $ﬂ6 \ 200
Moxinj (3.0%) 30 in ion 266 301 312 300 760
After 1%1
Minimum (1%) in 3n 50 70 on on inn Hﬁ 200
Maximum (3.0%) 30 In ion 20r, 301 312 300 760
5.1% After 1001
Minimum (1%) in 3n sn 70 on on inn 110 &88
Maximum (5.1%) 51 152 27n 370 132 106 510 501 I,

Federal Taxes
Current

Normal Tax 0 il 10 5> 56 58 56 56 56
Additional Tax n n n n

After 1001
Normal Tax 0 %IJ in ii 56 56 56 56 56
Additional Tax 16 on 1 71 36

5.1% After 1001
Normal Tax 0 ZI. in 56 56 56 56 56 56
Additional Tax n n n n

Total Taxes
~ Min miiiT Tax Ratc

Currenl 10 51 on 125 36 11§ 156 166 256

After 1001 31 n 2 i/n 2 in 10 156 166 256

5.1% After 1001 in :f[b on Ji@ 136 116 156 1667 25(6
Increase* * (1B) (@1Y)) (on) (11 ) (71) (36)

Maximum Tax Rate

Currenl 10 130 3n 322 360 300 136 ﬂi 1%

After 1001 62 lor, éin 131 166 131 136 - |

5.1% After 1001 ar lor. 31 131 512 506 650 1,136
Increase** n fi D 51 ino 160 176 320

*Conl.r ihut ions under current law assume a state tax base of $20,200 and a maximum state tax rate of 3.

**" Increase"” refer;; to additional taxes owed by employers if the slate adopts a mix inuim Lox role nf 5.1%
after 1001. Negative numbers show saovings associated with adopting o in.ixiimim l.ox role of 5.1% relative
to retaining the current Ilow ofl.er 101



Low Wage/High Rate Employers

Employers who pay annual wages under $7,000 but contribute at the
maximum state tax rate would pay increased taxes vregardless of which

alternative is chosen. Contributions to the state by this group of
empi oyers would, of course, be higher if the maximum state tex rate
were 1increased to 5.1 percent. However®, the 1increased state contribu—
tion under a 5.1 percent state tax rate would be the same amount that
would be paid in adoitional federal taxes if a 5.1 percent state tax

rate were not adopted. The sum of federal and state contributions
would therefore be the seme for this group of employers whether or
not the state adepts a 5.1 percent maximum tax rate. Although total

contributions would be unchanged, a larger share of total contributions
would go to the federal government if the state does not adopt a
maximum state tex ~te of 5.1 percent. In Alaska, many fish processors

ere in this group of employers.
Hi oh Wage Employers

Under Alaska®s current maximum tax rat f .8 percent, employers
paying annual average wages of at least 9510)“ would earn sufficient
federal tax credits to offset the loss of Lax credits on wages below
57,000. That 1is, there would be no net loss of federal tax credits--
and no additional federal taxes owec--by these employers even if the
state does not adopt a 5.1 percent maximum tax rate. IT the state

does adopt a 5.1 percent maximum tex icte, the amount of state con—
tributions owed would depend on the tax base adopted by the state end

the tax rate assigned to the employer.

For tiose employers paying annuel average wages between 57,000 arid
SI 0.000, total <contributions can decline as wages increase. Between
these levels of earnincs, the gain in federd tax credit may exceed
the higher taxes owed to the stat®. (See attached table.)

Impact on the Equity of the State Frocram

Alaska faces no significant technical problems in adopting a 5.1 percent

state tax rate; our objections to the 3985 TEFRA revisions focus on the
damage to Alaska®s "user pay"” pnilosophy of financial support for unemploy—

ment compensation. As the attachec table shows, adoption of a 5.1 percent
state tax vrate will vredistribute the tax burden among Alaska employers.

Alaska expended a good deel of effort to develop a contribution systenm

th.f fits the needs of the state. T Alaska, many hich-waec- occupations
tend to Be seasonal, which allows er oyees in these occupations to collect
unemployment compensation despite their hich earnings. Fy raising the

tex Base while Ilowering tax rates, Alaska has been able to redistribute
program costs so that employers 1in “ich-wace, seasonal industries contri—
bute approximately as much as empi oyees in those industries draw in unemploy—
ment compensation.

Adopt "on of a 5.1 percent state tax. rate without a corresponding reduction
in the tax base would cause Alaska to collect contributions that are un-



necessary. Alaska®s benefit payment account 1is adequate end our contribu—
tion system 1is designed to protect the financial integrity of the fund in
the future. Alaska has accepted the responsibility of providing adequate
funds for wunemployment compensation and currently collects a maximum tax
over twice as large as the S278 annual contribution that the feoceral re—
visions attempt to encourage. Unless adoption of a 5.A percent state tex
rate is accompanied by a correspondino reduct®on 1in the" state tax base,
potential employer contributions at the maximum rate would increase by A2
percent to nearly Sl ,100 per employee per year. In order to avoid this
unnecessary drain on the state economy, Alaska may be forced to reduce its

tax base.

A reduced tex base is objectionable net only because it implies acceptance
of the federal view that tax effort c=n be measured by tax rates instead
of by tax rates end tax base 1in combination, but also because a reduced
tax base would introduce serious problems of equity. The above discussion
mentioned that the tax base can be used to redistribute the tax burden
among employers. A lower tax base in Alaska would disturb the balance we
have achieved in this area.

In addition, a reduction in the state tax base would disturb the balance
between benefit eligibility and taxes paid. Unless the tex base 1is equal
to the amount of wages that are used to compute the amount of weekly com—
pensation a claimant may receive, the system 1is unbalanced. j T the tax
base exceeds the earnings used to determine benefit elig-bility, taxes ere
being paid on wage-s that cannot contribute to claimants® compensation.
If the tax base 1is set at a level below the amount of earnings used to
determine benefit eligibility, compensation 1is being paid on wages that
have no corresponding lax liability.

IfT the Alaska Employment Security Act had been revised to ensure a maximum

tax rate of 5.A percent 1in 3983 under the current rate formula, adequate
collections would have been obtained at a tex base of 533.A0C. Alaska“®s
benefit schedule currently reaches a maximum at 516.000 in annual earnings
and the state 1is preparing legislation to extend the schedule to 520,200,
which is the 39c3 -state Tax base. The options for designing a benefit
schedule that peaks at 513,-DO in annual earnings are not attractive to
the state.

Impact on Program Costs

The costs ess.-"-ieted with the decision to adopt a 6.A percent state tax rate
are difficult to estimate because there are many options anc the cost of
each option may change over lime. One approach is to examine the effects of
retaining the current law. Under this approach, it is clear that some em—
ployers will lose federal tax credits and will therefore have greater federal
tax liability 1if a 5.* percent maximum stcte tax vrate 1is not adopted.
This option could drain an adoitional c¢2 million per year from employers
in Alaska. the additional contributions would go entirely tc tie “ederal
government.

If Alaska does adopt a percent state tax rate, any additional contri—
butions would go to the state trust fund rather than to the federal govern-



ment. There ere several options that could maintain Total state collections
at the current level, but all of the options redistribute the tex burden among
Alaska employers. in summary, failure to adopt a 5.A percent maximum state
tax rate will redistribute the tax burden among employers and increase total

contributions, while the impact of adopting a 5.A percent maximum state tax
rate may be limited to a redistribution of the tex burden.

OPTION"S FOR ACTION

Under current federal law a ™"no action™ option would cost Alaska employers
an estimated 52 million per year 1in increased contributions to the federal
government. Unless 1t can be shown that a "no action™ option is preferable
to the distortion that would be introduced by adopting a S.A percent state
tax rate, failure to act 1is obviously net an economically attractive option.

Another option is to work to enact a change in federal law that will recognize
Alaska ™ tex collection efforts end will revise the criteria for obtaining
federal tax credits. This option is clearly preferable to the ”fAo action”’
alternative, but there 1is limited time to enact revi-ed legislation before
the scheduled implementation date of 1985.

Prior to the implementation due, the state may wish to c-xemine alternatives
that meet the requirements of the law to determine which alternative intro—

duces the least amount of distortion to the present system. State action in
this direction need not preclude attempts to revise the federal criteria.
Some options for state action ere discussed below.

include Employee Contributions in the Definition of Tax Effort

Aleskc is one of three states in which employees contribute to the unemploy—
ment insurance system, in Alaska, employees provide 18 percent of the contri—
butions to the state trust fund. Despite mis significant support, the
Federal Unemployment Tax Act does not recognize employee contributions as a
part cf Alaska®s tax effort for purposes of determining normal federal tax
credits. The Act does, however, include employee contributions in the
definition of “émployer contribution rate™ for purposes of determining federal
tax credits in those states that have mminsolvent state trust furcs and have
outstanding ocvances under Title X3] of the Social Security Act.

if employee contributions were included for normal FUTA tax credit purposes,
the impact of increasing Alaska®s maximum tax rate to 5.~ percent would he
diminished by about one-third. State action to consolidate employer and
employee contributions might face a lIc-cal challenge if- the employee contri—
bution were then interpreted as a deduction from employeesl pa.-checks for
the purpose of paying employers®™ taxes. A better approach toward the goal
of achieving recognition of employee contributions 1is to push for a revision
of "eberal law so that the rules concerning employee contributions are aoplieo
consistently. Whatever the approach on this 1issue, action taken to ensure
recognition of employee contributions <can be wused in combination with,
rather than as a substitute for, other actions discusseo bclc-.



Assion the Maximum Rate only to Delincuent Empi uyers

Federal lew may allow full federal tax credits to employers in those states
that charge a 5. A percent rate to some or all delinquent employers, even

if no ether employers are charged that rate. Section 3302(b) of the Federal
Unempl oyment 1iax Act (FUTA) states that ail employersin a state may be

eligiblse for full federal t§x credits if the maximum state tax rate is at
least A percent (after 18 A) end any reduced tax rates .meet the criteria

of Section 3303. The provision allows employers toclaim federal tex
credits each year as 1if they had been subi'ect under state law to "the

highest rate applied thereunder 1in such -month period to any person
cving inc-ivicueis Tn ms employ, or to a rate of b.Lpercent, wnichever

rate 1is lower." (Emphasis added.)

Section 3303 of FUTA discusses criteria for assigning reduced contribution

rates. That provision says that for a pooled benefit payment account such
as exists in Alaska, a ™"taxpayer shall be allowed an additional credit
under section 3302(b) with vrespect to any reduced rate of contributions

permitted by State lew"™ 1if reduced tax rates are assigned solely "on the
basis of- his (or their) experience with respect to unemployment or other

factors hearing a direct relation to unemployment risk."

The implication of these provisions is that ell employers could be assigned

a standard tax rate of 5.A percent, with reductions from,that rate assigned
to non-delinquent employers on the same basis as 1is currently accepted by

the Secretary of labor for rate assignments in Alaska. The 5.A percent
tax rate would then bethe standard vrate and any recucti® s from that
rate would be based onan accepted experience ratingsyste>.. The fact-

that seme employers woul d be ineligible for reduced tax rates because of
their delinquent status 1is 1irrelevant; the law docs not require states to
grant reduced rates, itrequires only that no reduced rates be granted
unless they are based solely on employers®™ experience with vrespect to
unemployment or other factors bearing a direct relationship to unemployment
risk. This option appears to meet the legal criteria for obtaining the

additional tax credits allowed under the Federal Unemployment ™"ax Act.

Add a Fate Clas? with a 5.A Percent Fate

Addition of a rate class to Alaska®s experience rating system is a potential
s-oluticn to the problem of assigning a E.A percent state tax ra.te. As an
example, rate class %9 could be vredefined to include employers whose
payroll consists of percent of total statewide payroll insteac of the
current 5 percent. Employers with the vremaining 6! percent of total

Alaska®s experience rating system current! \ 1includes 20 rate classes,
each containing five percent of total statewide payroll. Starting with

employers with the best unemployment experience, employers are placed 1in
rate class J (lowest tax vrate) until five percent of total statewide

payroll is zccounted for. The next-best-renked employers are placed in
rate class until it also contains employers whose total payroll equals
five percent of total statewide payroll . This continues through all 20

rate cl esses.



statewide payroll would then be assigned to (the new) rate class 21
Employers in that rate class would be assigned a contribution rate of 5.A

percent. This alternative would probably effect fewer employers than the
option discussed above, particularly if delinquent employers were no

longer assigned the highest tex rate on the rate schedule.

The above options would introGuce minimal distortion to the current program,

but their legal support should be examined before implementing them. Othar
options involving adjustments to the state tax base could ensure a state

tex rate of J.A percent while maintaining secure legal standing. The most
attractive option is to work toward a revision cf federal law;"that option

would cause no distortion and wou! ¢ leave no grounds for legal challenge.

RECOMMENDED REVISIONS TCi FEDERAL LAW

t
This paper has shown that tex effort can be measured eonly by considering
both the amount of wages subject to tex end the tax rate applied to those
wages;., The 1985 TEFRA revisions focus only on tax rates arid therefore
penali2e those states that have 1increased their tax efforts by 1increasing
tne state tax base, incorporation of provisions similar to those adopted

recently in Public Law 98-21 would substantially alleviate this penalty.

Public Law 98-21 revised the formula for computing the tax effort of states
that have outstanding advances from the federal e government. The revised
formula recognize;; the rcle of the state tax base in determining tax effort

and may grant adoitional credit to er.pl overs in states which have a tax
base higher than the federal tax base.

If a similar provision were applied to the tax credits available to those

states without 1insolvent state trust funds, the penalties (in the form of
lost federal tax credits) scheduled to take effect 1in 3985 woulc be de—

creased, but a problem would still exist. 7he problem relates to the
amount cf tax effort that 1is recuired in a statu States with liberal

benefit provisions obviously need a greater tax iffnrt than states with
stringent eligibility vrequirements anc/or low levels of unemployment oor:i-

pensat itn.

The level of tax effort that 1is adequate for a state 1i; easy to determine;
if total revenue tc a state trust fund ecuals or exceeos benefit payments

in the long-run, tax effort 1in that state is adequate. Determination of
the tax base and tex vrates used to procuce the necessary revenue is the
responsibility of the states. When states fail to accept that vresponsi—

bility, federal action should be taken. The nu-vber of states with insolvent
trust funds indicates that federal action 1is needed now. This paper has
shown, however, that the 1985 TEFRA revisions fail to address the solvency
problem where it needs to be addressed.

A provision that bases federal tax credits or. adequacy of contributions

rather than simply on maximum tax rates would be fair to all s".ales and
would allow the flexibility for state action that is necessary in a true
partnership. We strongly urge that federal law be revised to reflect the
principles of equity and flexibility.



BILL SHEFFIELD, GOVERNOR

, PO BOX 11:39
DEPARTMENT OF LAIIOR JUNEAU. ALASKA 95802

phone: (907) 465-2700
OFFICE OF THE COMMISSIONER

March 14, 1984

The Honorable Richard Eliason
Chairman, Senate Labor and

Commerce Committee
Pouch V

Juneau, Alaska 99811

Dear Senator Eliason:

This 1is in reply to the questions asked by the Senate Labor and Commerce
Committee on March 13 concerning SB 525, the unemployment insurance bill.

Question: What will be the total cost to employers and employees if we
raise maximum benefits from $156 to $198"per week?

As indicated during the hearing, the employer rates are projected to decline
after 1984 (even with an increase in benefits); however, the rates will not

go down as fast when benefits are raised. The tax base is also expected to
increase somewhat. The projected tax base figures were compiled by the
Research and Analysis section of the Department and reflect an approximate
increase of 2> percent annually. The net result iIs projected as:
Maximum

Tax Employer Employee Total Cost of Increase

Year Base Tax Rate Tax Rate To Employers to Employees
w/o/incr. w/Zincr. w/o/incr. w/iricr.
1985 $22,600 4.08% 4_.08% 6% 6% $ 0 $ 0
1986 23,000 3.34 4.02 .5 .6 3.7 million .8 million
1987 23,600 3.70 4.03 .5 .6 7.1 mill ion 1.5 million
1988 24,500 3.42 3.90 .5 .5 10.3 million 2.3 mill ion
Question: What sections of the bill are conformity items with the Federal
Government?

Sections,8"and 11 are conformity items. Sections 2 and 3, while not strictly

conformity items, are necessary to have our law relate to the federal FUTA

law and save employers in this state between $1.5 and $2.0 million annually
in increased rUTA taxes.
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The Honorable Richard Elison —2- March 14, 1984
Question: Do you have information on firms affected by Sections 2 and 3 of
the bill?

Yes, the enclosed listing identifies the industry make-up of the 163 firms

potentially eligible for the 21st rate class. If this law change had been 1in
effect currently, it would have affected 163 employers in 1983 for a total
increase of $2,800, or an average of $17 per emDlover. In 1984, it would not

have affected any employers in the state.
I hope this answers the questions posed by your committee. We will respond
to the query from Senator Pettyjohn concerning tax base period calculations

in a separate memorandum. IT ycu need additional information, please contact
me.

Sincerely,

Jim Robison
Commissioner

Enclosures



FIRMS POTENTIALLY ELIGIBLE FOR A

Major Industry Division

Agric. ForestryFisheries
Mining

Construction

Food Processing

Wood Products

Transp-Cemmun-Public Util.
Wholesale Trade

Retail Traae

Finance Insur-RealEstate
Services

Government

Unspecified

'"21 ST RATE CLASS"

Number of Employers

N P@Q O Ol o o - b'_‘_b\l

T63



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE
BILL/ZRESOLUTION NO: HCS CSSB 525 (L&C)

TITLE: “"An Act relating to Unemployment Insurance."
AGENCY AFFECTED: Department of Labor
Page 2

The following assumptions were made 1in preparing the forecasted costs:

1. State employment will continue to iIncrease through FY 1986.
Thereafter, state employment will level off with consolidation
of administrative jobs and belt tightening being offset by jobs
based on increased population.

2. There is no wage increase for calendar year 1984. The wages
through FY 1986 reflect the recent agreement with APEA. A

5 percent yearly increase continues throughout the remainder
of the forecast period.

3. As provided in this bill, the maximum weekly benefit amount paid

for unemployment insurance claims will 1increase from $156 to $188,
effective October 1, 1984.

As a result, the State of Alaska would be required to pay more in its personal

service benefit costs for unemployment insurance. The total amount of the
increased costs (which would affect all Departments in the State) is projected
from past experience and a computerized modeling technique. The estimated
increase in the average payment using this method 1is 12.7%. This increase would

not occur immediately in FY "85, because claimants are paid for an entire year
at the rates in effect when they first claim benefits. The total effect of
the increase would not be felt until FY =87.



QUESTIONS:

1. HOW MUCH MONEY DOES THE STATE AND EMPLOYERS IN
ALASKA STAND TO LOSE IF THIS BILL DOES NOT PASS ? WHY ?

2. HOW ID YOU AKRIVE AT THE 3.3 PERCENT FIGURE ? ( THE
UNEMPLOYMENT INSURANCE FUND IS 3.3% OF THE STATES TOTAL
WAGES)

3. WHY DID THE FED'S DECIDE TO CUT OUT CERTAIN
EDUCATIONAL INSTITUTION WORKERS FOR WEEKLY UNEMPLOYMENT
BENEFITS ?

4. WILL THIS NEW SECTION CREATING A BENEFIT PROGRAM ALLOW
THOSE PEOPLE TO DRAW UNEMPLOYMENT WITHOUT CAUSING

FEDERAL CONFORMITY PROBLEMS ?

5. HOW MANY PEOPLE ARE EFFECTED BY THIS CHANGE ?
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FISCAL NOTE
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lifil/KesoUiLion Mu.: CST.13 51> Agency A flee ted:; Labor
Title: "An Act relaTiiiy~Lo Program Category Affected: SucTTl Services
Uncmp loymonl fnsilFonce”
Sponsor; Senate Lahur/AuiiiiTiL-rce UKU, Pruyraw ur Subpruyrain(s) Aflected:
Requestor: Senate Finance” Employment Security, Unemployment
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MEMORANDUM State of Alaska

to: Zen Johnson date: May 10, 1984
Administrative Assistant
Representative Cowdery®s Office FILE NO:

TELEPHONE NO: 465-2 /00

from: Eileen Plate subject: CS for SB 525
Special Assistant
to the Commissioner
Department of Labor

This will confirm our telephone conversation and your request for
additional information.

1. The Ul Trust Fund currently has a balance of $148 million.

2. Sections 10 and 13 of the Ul bill, CS for SB 525, are conformity
items with the Federal Unemployment Tax Act (FUTA). The addi-
tional ccst to Alaska for not remaining in conformity with FUTA
is the loss of $21 million in Administrative funds to the State
for operation of the Unemployment Insurance (Ul) and Job Service
programs; $86.4 mil ion in increased FUTA taxes to all employers
in the state; and loss of $4.8 million in benefit payments for
their Extended Benefits program. The total cost would be $112.2
million.

Attached is a copy of a letter from the U.S. Department of Labor
regarding the conformity requirements of Section 10.

3. Sections 2 and 3, which are not strictly conformity items,
would cost the employers in this state an additional $2 million
annually if not passed. Attached is a paper that was prepared

on this subject in cooperation with the House Research Agency.
On page 4 of the paper, the affect on employers is detailed.
On page 7 the options are listed--we elected to propose the
option that would have the least affect on Alaskan employers.

If Sections 2 and 3 had been iIn effect for 1984, there would have
been no iImpact on employers. This 1s because of the reau.r lent
that employers with the same payroll decline percentage must be
placed in the lower rate class rather than splitting the group. In
1983 there would have been 163 employers affected, for a total of
$2,800 (or $17 per employer).

If you need any additional information on CS for SB 52E, please
contact me at 465-2700 or Jac< Shay at 465-2712.

Attachments ()
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MEMORANDUM State of Alaska

to: Ken Johnson date-. May 14, 1984
Administrative Assistant
Representative Cowdery®s Office FILE NO

TELEPHONE NO: 465-2700

FROM: te SUBJECT: House CS for
ssistant CS for SB 525
to (g/e Commissioner
Department of Labor

This will confirm our telephone conversation and your request for
additional information.

1. The Ul Trust Fund currently has a balance of $148 million.

2. Sections 11 and 14 of the Ul bill, House CS for CS for SB 525
(L&C), are conformity items with the Federal Unemployment Tax
Act (FUTA). The additional cost to Alaska for not remaining
in conformity wi :n FJTA is the loss of $21 million in Adn.inistra-
tive funds to the State for operation of the Unemployment
Insurance (UI) arid Job Service programs; $86.4 million in benefit
payments for their Extended Benefits program. The total cost
would be $112.2 mil lion.

Attached 1is a copy of a letter from the U.S. Department of
Labor regarding the conformity requirements of Section 11.

3. Sections 2 and 3, which are not strictly conformity items,
would cost the employers in this state an additional $2 million
annually 1if not passed. Attached 1is a paper that was prepared

on this subject in cooperation with the House Research Agency.
On page 4 of the paper, the affect on employers is detailed.
On page 7 the options are listed--we elected to propose the
option that would have the least affect on Alaskan employers.

If Sections 2 and 3 had been in effect for 1984, there would have
been no impact on employers. This is because of the requirement
placed in the lower rate class rather tnan splitting the group. In
1983 there would have been 163 employers affected, for a total of
$2,800 (cir $17 per employer).

If you need any additional information, please contact me at 465-2700
or Jack Shay at 465-2712.

Attachments (2)
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MAY 15, 1984

TO: JOHN
FROM: KEN
RE: L S C COMMITTEE HEARINGS (OPENING REMARKS)

THERE ARE FOUR BILLS ON SCHEDULED TO BE HEARD IN COMMIT-
TEE TODAY. BECAUSE OF THE COMPLEXITY OF THE FIRST BILL
TO COME BEFORE THE COMMITTEE, WE MAY NOT BE ABLE TO HEAR
ALL THIS LEGISLATION TODAY. |IF WE ARE NOT FINISHED WITH
THIS LEGISLATION TODAY, IT IS MY INTENTION TO RECESS UNTIL
TOMORROW MORNING AT 8:15. WE WILL CONTINUE THE PROCESS
UNTIL THE COMMITTEE HAS COMPLETED THE WORK NECESSARY ON
THESE BILLS.

THE FIRST PIECE OF LEGISLATION rO HEARD IS SB 525, "AN ACT
RELATING TO UNEMPLOYMENT INSURANCE." THE MAIN PURPOSE
OF THIS BILL IS 10 BRING THE STATES UNEMPLOYMENT INSUR-
ANCE LAWS IN TO CONFORMITY WITH FEDERAL LAWS. IT ALSO
WOULD INCREASE WEEKLY UNEMPLOYMENT BENEFITS AND CALLS
FOR A NEW METHOD OF CALCULATING THE UNEMPLOYMENT TAX
THAT EMPLOYERS PAY. THAT IS JUST A BRIEF OUTLINE FOR A
VERY COMPLEX BILL. | WOULD NOW ASK THE DEPARTMENT OF
LABOR TO COME FORWARD TO GO THROUGH THIS BILL WITH THE
COMMITTEE.



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

IRevision Date:

REQUEST HCS FISCAL DETAIL

Bill/Resolution No.: CSSB 525 (L&C)flgency Affected: Labor

Title: "An Act relating to ~ Program Category Affected: Social Services
Unemployment 1insurancel

Sponsor: Senate Labor/Cominerce BRU, Program or Subproyram(s) Affected:
Requestor: House Labor & Commerce Employment Security, Unemployment

Date of Request: May 14, 1984 Insurance"

EXPENDITURES/REVENUES: (Thousands of
FY 84 FY 85 FY 86 FY 87 Fy 88 Fv 89
OPERATING

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 5.0
"e00 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 CRANTS, CLAIMS
800 MISCELLANEOUS

TOTAL OPERATING 0

o1
]
o
o
o
o

1 CAPITAL
L REVENUE

FUNDING: (Thousands of Dollars)

CENERAL FUND

FEDERAL FUNDS 5.0

OTHER

TOTAL 0 5.0 0 0 0 0

POSITIONS:
FUIL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL,:

Federal funds will be requested to fund reprogramming or automated programs.
[125 hours x $40 per hour.]

ANALYSIS: Attach r analysis
Prepared By: Shay . .-Jcx. Phone: 455-271?
Division yfofiplovment SecuritV-Dj~r Date: /<£
/ =
Approved” CommissionerA”]jm RnhisnY Pat
Agency: Labor
LEG:-A:5

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST HCS for FISCAL DETAIL

Bill/Resolution No.: CSSB 525 (L&C)Agency Affected: All

Title: “"An Act relating to Program Category Affected:_ All
Unemployment Insurancel

Sponsor: Senate Labor/Commerce BRU, Program or Subprogram(s) Affected:
Requestor; House Labor & Commerce All

Date of Request: May 14, 1984

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FYy 86 FY 87 Fy 88 FY 89
OPERATING
100 PERSONAL SERVICES 169.1 463.3 518.6 5i1.4 576 .6
200 TRAVEL
300 CONTRACTUAL
<600 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING 1fa. 1 463.3 . _518-6 52?2 4 525 6
CAPITAL
c REVENUE

FUNDING: (Thousands of Pol ars)

GENERAL FUND 176 .8 347.5 389.D 301 8 395 n
FEDERAL FUNDS 11 R 37.4 36 3 36 6 36 9
OTHER 3D.5 83.4 93 .3 94 .n 04 .7
TOTAL 169.1 . 518 6 57?7.4 52fi . fi.
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Personal Service benefits would increase for all agencies based on the
projected increase iIn unemployment insurance paid to ex-state employees
and seasonal employees.

ANALYSIS: Attach a/#/SE rate page~for analysis

Prepared By: firw. Shay, .Ir Phone: _465_77.17
Division: ayment .Security...nivi.<,ipiiy _ Date:
Approved tfy Commissioner”™ Illm Rpbisnn Date:

Agency: ;ahnr 1

LEG:A:4

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE
BILL/RESOLUTION NO: HCS CSSB 525 (L&C)

TITLE: “"An Act relating to Unemployment Insurance.™
AGENCY AFFECTED: Department of Labor
Page 2

The following assumptions were made 1in preparing the forecasted costs:

1. State employment will continue to increase through FY 1986.
Thereafter, state employment will level off with consolidation

of administrative jobs and belt tightening being offset by jobs
based on increased population.

2. There 1is no wage increase for calendar year 1984. The wages
through FY 1985 reflect the recent agreement with APEA. A

5 percent yearly increase continues throughout the remainder
of the forecast period.

3. As provided in this bill, the maximum weekly benefit amount paid

for unemployment insurance claims will increase from S156 to $188,
effective October 1, 1984.

As a result, the State of Alaska world be required to pay more in its personal
service benefit costs for unemployment insurance. The total amount of the
increased costs (which would affect all Departments in the State) 1is projected
from past experience and a computerized modeling technique. The" estimated
increase in the average payment using this method 1is 12.7%. This increase would
not occur immediately in FY "85, because claimants are paid for an entire year
at the rates in effect when they first claim benefits. The total effect of

the increase would not be felt until FY "87.

LEG:A:4



