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T e s t i m o n y  n o t e s .  H B  4 2 6  

A d m i n i s t r a t i o n  f a v o r s  b i l l

The bill liberalizes const itution of a group for purposes 
of group life insurance.

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

i s  r e m o v e d .  C u r r e n t  m a x i m u m  r a n g e s  f r o m  $ 1 0 0  f o r  a  f a m i l y  m e m b e r  

u n d e r  a g e  6  m o n t h s  t o  $ 2 , 0 0 0  a t  a g e  5  o r  o l d e r .

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

e l i m i n a t e d .

Provides e x p a n d e d  availability o f  group life insurance by g ivin g a 
b r o a d e r  base of our p o p u l a t i o n  the means of acquirin g life in surance 
on a more economi cal basis.

E x a m ples of groups newly e l i gibl e w o u l d  be groups such as: 
b a r  associations;
c o m m e r c i a l  f i s h e r m e n s  a s s o c i a t i o n s ;  

m e d i c a l  a s s o c i a t i o n s ;  a n d ,  

p i l o t s  a s s o c i a t i o n s .



MEMORANDUM State of Alaska

T0 Kenneth C. Moore, Director DATE November 26, 1982

FILE NO

TELEPHONE NO

FROM: J-jm  j or(jan s u b j e c t : Group Life Insurance
Proposed Legislated Changes

Attached, please find the draft of the Act which amends AS 21.48,
Group Life Insurance.

The proposed amendments to AS 21.48 accomplish ■‘•he following:

1) The definition regarding who constitutes a duly formed group 
for the purposes of group life insurance is liberalized;

2) The ceiling on amounts of group life insurance for dependents 
is removed;

3) The group definitions applicable to group disability insurance 
contracts are indirectly liberalized pursuant to AS 21.54.060(4);

4) The provisions requiring some premium contribution by an employer/ 
policyholder are eliminated; and

5) AS 21.48.060, debtor gr ups, and AS 21.48.070, credit union 
groups, remain intact and unchanged due to their unique 
character and relationship to credit life and credit disability 
(AS 21.57).

Of course, the underlying intent of the proposal is to provide for 
expanded availability of group life insurance. Conceiveably, a broader 
based portion of our population will have expanded means of acquiring 
life insurance coverage on an economical basis.

In my opinion, this proposal will not require increased appropriations 
for administration. In fact it may result in increased premium tax 
revenue. Master group contracts heretofore delivered in other states, 
covering Alaskan residents, in order to circumvent unfavorable provisions 
in our law, may, in the future, be issued in this state. By so doing, 
taxable, Alaska premiums could increase.

It should be noted that some unfavorable federal income tax implications 
could arise in the area of dependent group life. For amounts of dependent 
group life insurance provided by an employer in excess of $2,000, the 
premiums paid by the employer for such coverage would be taxed as income 
to the employee.

Opposition, if any, to this proposal would most likely coine from the 
life insurance agent specializing in the sale of individual life insurance 
products. This opposition would be primarily "protectionist" in nature 
and easily countered.

Let me know if you would like to discuss this proposal in greater detail.



MEMORANDUM State of Alaska

TO M r .  J e f f  D a y  

A s s i s t a n t  t o  t h e  S p e a k e r  

K e n n e t h  C .  M o o r e  

D i r e c t o r  o f  I n s u r a n c e

D A TE. M a y  1 8 ,  1 9 8 3

T H R U : FILE NO:

T H R U : ^ j y ^ f r a r d  L y o n  * TELF

C o m m i s s i o n e r  o f  C o m m e r c e  - &

TELEPHONE NO:

FROM

F R O M : J i m  J o r d a n

I n s u r a n c e  M a r k e t  A n a l y ;  I I I

E c o n o m i c  D e v e l o p m e n t

C
S U B JE C T

P r o p o s e d  G r o u p  L i f e  

I n s u r a n c e  L e g i s l a t i o n

P e r  o u r  t e l e p h o n e  c o n v e r s a t i o n  o f  M a y  1 0 ,  1 9 8 3 ,  t h e  f o l l o w i n g  w i l l  s e r v e  

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

l a t i o n  i s  i n t e n d e d  t o  r e c t i f y - . .

a S  2 1 . 4 8 . 0 1 0 - 2 3 0  s e t  f o r t h  t h e  v a r i o u s  c r i t e r i a  r e g a r d i n g  g r o u p  l i f e  

i n s u r a n c e .  S i m i l a r l y ,  A S  2 1 . 5 4 . 0 1 0 - 0 7 0  s e t s  f o r t h  t h e  c r i t e r i a  w h i c h  

a p p l y  t o  g r o u p  d i s a b i l i t y  i n s u r a n c e .  E a c h  o f  t h e s e  c h a p t e r s  r e s p e c t i v e l y  

e s t a b l i s h e s  w h a t  t y p e s  o f  e n t i t i e s  o r  c o l l e c t i o n s  o f  p e r s o n s  c o n s t i t u t e s  

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

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

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

a n d  i s s u e d  a s  a  " p a c k a g e ” .

A S  2 1 . 4 8  i s  c o n s t r u c t e d  t o  d e f i n e  t h o s e  e l i g i b l e  g r o u p s  o f  p e r s o n s  

w i t h i n  v e r y  n a r r o w  p a r a m e t e r s .  C o n v e r s e l y  A S  2 1 . 5 4  i s  c o n s t r u c t e d  s o  

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

w o r d s ,  i t  i s  p o s s i b l e  f o r  s o m e  t y p e s  o f '  g r o u p s  t o  b e  p r o p e r  g r o u p s  f o r  

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

l i f e  I n s u r a n c e .  A n  e x a m p l e  o f  t h i s  s i t u a t i o n  i s  a n  " a s s o c i a t i o n "  g r o u p  

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

( A S  2 1 . 5 4 . 0 6 0 ( 2 ) )  b u t  m a y  n o t  b e  e l i g i b l e  f o r  g r o u p  l i f e  i n s u r a n c e  

( A S  2 1 . 4 8 . 0 4 0 ) .

T h i s  h o l d s  t r u e  f o ~  a s s o c i a t i o n s  t h a t ,  a r e  c o m p r i s e d  o f  m e m b e r s  w ho m a y  

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

b a r  a s s o c i a t i o n s ,  m e d i c a l  a s s o c i a t i o n s ,  p i l o t s  a s s o c i a t i o n s ,  o r  c o m m e r c i a l  

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

c o v e r a g e s ,  t h e s e  t y p e s  o f  a s s o c i a t i o n s  a r e  a b l e  t o  o b t a i n  c o v e r a g e .

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

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

i n  o t h e r  j u r i s d i c t i o n s .  A l a s k a ' s  i n s u r a n c e  l a w s  d o  n o t  e x t e n d  e x t r a -  

t e r r i t o r i a l l y ,  s o  r e s i d e n t s  c o v e r e d  u r . d e r  t h e s e  a r r a n g e m e n t s  l o s s ,  t o  a  

c e r t a i n  d e g r e e ,  t h e  l o c a l  r e g u l a t o r y  p r o t e c t i o n .  ( H o w e v e r ,  t h e 1; -  m a y  go  

t o  t h e  i n s u r a n c e  d e p a r t m e n t  I n  t h e  s t a t e  i n  w h i c h  t h e  m a s t e r  c o n t r a c t  i s  

d e l i v e r e d  f o r  c o n s u m e r  a s s i s t a n c e . )  A d d i t i o n a l l y ,  s u c h  a r r a n g e m e n t s  m a y  

a l s o  r e s u l t  i n  l e s s  p r e m i u m  t a x e s  b e i n g  c o l l e c t e d  l v :  A l a s k a .

A S  2 1 , 4 8 . 0 9 0  i m p o s e s  m a x im u m  a m o u n t s  o f  g r o u p  l i f e  i n s u r a n c e  w h i c h  m a y  

b e  e x t e n d e d  t o  t h e  d e p e n d e n t s  o f  c o v e r e d  e m p l o y e e s  o r  m e m b e r s  o f  a  

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

m e m b e r  f r o m  $ 1 0 0  a t  u n d e r  t h e  a g e  o f  6  m o n t h s  t o  a  m a x im u m  o f  $ 2 , 0 0 0  a t



a g e s  5  y e a r s  a n d  o l d e r .  T h e s e  a m o u n t s  w e r e  e s t a b l i s h e d  b y  l a w  i n  1 9 6 6  

a n d  c e r t a i n l y  i n f l a t i o n a r y  p r e s s u r e s  a l o n e  w o u l d  d i c t a t e  f ; h e  m a x im u m  

a m o u n t s  o f  c o v e r a g e  b e  i n c r e a s e d .  T h e  p r o p o s e d  l a n g u a g e  w o u l d  r e m o v e  

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

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

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

d e t e r m i n a t i o n  o f  e m p l o y e e  b e n e f i t s .  A g a i n ,  a n  e m p l o y e r  m a y  p r o v i d e  

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

A l a s k a  l a w  b y  j o i n i n g  a  m u l t i p l e  e m p l o y e r  t r u s t  l o c a t e d  i n  s t a t e  a l l o w i n g  

h i g h e r  a m o u n t s .  (W e k n o w  t h i s  h a s  b e e n  d o n e . )  M a n y  s t a t e s  e x i s t  w h i c h  

h a v e  n o  s u c h  m a x im u m  f o r  d e p e n d e n t s  g r o u p  l i f e  i n s u r a n c e .  O ne  o f  t h e  

r e a s o n s  f o r  l i m i t i n g  t h e  a m o u n t  o f  d e p e n d e n t  g r o u p  l i f e  t o  $ 2 , 0 0 0  i s  d u e  

t o  f e d e r a l  I n c o m e  t a x  i m p l i c a t i o n s .  I n  t h e  s i t u a t i o n  w h e r e  a n  e m p l o y e r  

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

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

t a x a b l e  i n c o m e  i s  i n c u r r e d  b y  t h e  e m p l o y e e .  T h e  a m o u n t  d e t e r m i n e d  b y  

t h e  I R S  a s  b e i n g  I n c i d e n t a l  i s  u p  t o  a  m a x im u m  o f  $ 2 , 0 0 0 .  ( T h e  s a m e  

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

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

c o v e r a g e  e x c e e d s  $ 5 0 , 0 0 0 . )

I n  g e n e r a l ,  A S  2 1 . 4 8  r e q u i r e s  t h a t  t h e  p r e m i u m  c a n  n o t  b e  e n t i r e l y  p a i d  

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

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

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

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

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

e m p l o y e r  a n d  a n  o p t i o n a l  a m o u n t  p a \ id  f o r  e n t i r e l y  t h e  e m p l o y e e .  C u r r e n t  

c o n s t r u c t i o n  o f  A S  2 1 . 4 8  f o r c e s  s u c h  c o v e r a g e s  t o  l i e  u n d e r w r i t t e n  b y  o n e  

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

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

c o u l d  b o  t h e  S t a t e  o f  A l a s k a  p l a n  f o r  i t s  e m p l o y e e s  w h e r e  t h e  v a r i o u s  

s e g m e n t s  o f  t h e  b e n e f i t  p a c k a g e  go  o u t  t o  c o m p e t i t i v e  b i d .  O ne  i n s u r e r  

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

l o w e s t  b i d d e r  o n  t h e  b a s i c  g r o u p  l i f e .  T h e r e f o r e ,  t h e  s t a t e  c o u l d  n o t  

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

t h e  l o w e s t  b i d d e r  a n d  a w a r d  a  s e p a r a t e  c o n t r a c t  t o  a n o t h e r  i n s u r e r  who 

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

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

e m p l o y e r  t r u s t  s i t u s e d  i n  a n o t h e r  s t a t e .  L a s t ,  A S  2 1 . 5 4  I m p o s e s  n o  s u c h  

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

I t  i s  f e l t  t h a t  t h e  p r o p o s e d  c h a n g e s  w o u l d  h e l p  f a c i l i t a t e  t h e  e x t e n s i o n  

o f  l i f e  I n s u r a n c e  p r o t e c t i o n  t o  a  b r o a d e r  s e c t i o n  o f  o u r  p o p u l a t i o n  w i t h  

n o  m a t e r i a l  l o s s  i n  r e g u l a t o r y  p r o t e c t i o n .  T y p i c a l l y ,  g r o u p  i n s u r a n c e  

i s  l e s s  c o s t l y  t h a n  i n d i v i d u a l  i n s u r a n c e  c o n t r a c t s  d u e  t o  t h e  a d m i n i s t r a t i v e  

e c o n o m i e s  r e a l i z e d . T h e r e f o r e ,  t h i s  p r o p o s a l  s h o u l d  h e l p  t o  p r o v i d e  a  

b r o a d e r  b a s e  o f  c  r a g e  a t  a  c o s t  m o r e  b e n e f i c i a l  t o  t h e  A l a s k a n  r e s i d e n t .



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

C o l o r a d o ' s  g r o u p  l i f e  l a w .

P l e a s e  l e t  m e k n o w  i f  I  m a y  b e  o f  a n y  f u r t h e r  a s s i s t a n c e .

S i n c e r e l y ,

J a m e s  J .  J o r d a n  

I n s u r a n c e  M a r k e t  A n a l y s t

JJJ/gw



HOUSE B I L L  NO . 4 2 6 ,  b y  R e p .  H a y e s .  A m e n d s  l a w s  g o v e r n i n g  

t h e  i s s u a n c e  o f  g r o u p  l i f e  i n s u r a n c e  p o l i c i e s  ( A S  2 1 . 4 8 )  t o  

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

l i v e s  o f  m o r e  t h a n  o n e  i n d i v i d u a l  u n l e s s  " ( 1 )  t h e  p o l i c y h o l d e r  w a s  

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

e s t a b l i s h e d  b y  o n e  o r  m o r e  e m p l o y e r s  o r  l a b o r  u n i o n s ;  ( 2 )  t h e  

p o l i c y  c o v e r s  a t  l e a s t  tw o  i n d i v i d u a l s  a t  t h e  d a t e  o f  i s s u e ;  ( 3 )  a n  

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

s t a n d a r d s  o f  i n s u r a b i l i t y  i m p o s e d  b y  t h e  i n s u r e r ;  ( 4 )  a m o u n t s  o f  

g r o u p  l i f e  i n s u r a n c e  a r e  d e t e r m i n e d  b a s e d  o n  so m e  p tar t h a t  w i l l  

p r e c l u d e  i n d i v i d u a l  s e l e c t i o n ;  a n d  ( 5 )  t h e  g r o u p  l i f e  i n s u r a n c e  

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

t h i s  c h a p t e r . ”  C u r r e n t l y ,  t h e  s e c t i o n  ( A S  2 1 . 4 8 . 0 1 0 )  r e a d s  t h a t  no  

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

o f  m o r e  t h a n  o n e  i n d i v i d u a l  u n l e s s  d e l i v e r e d  t o  o n e  o f  t h e  g r o u p s  

a s  p r o v i d e d  f o r  i n  A S  2 1 . 4 8 . 0 2 0  -  0 6 0  ( e m p l o y e e  g r o u p s ,  l a b o r  u n i o n  

g r o u p s ,  t r u s t e e  g r o u p s ,  p u b l i c  e m p l o y e e  g r o u p s ,  o r  d e b t o r  g r o u p s ) ,  

a n d  u n l e s t  i n  c o m p l i a n c e  w i t h  t h e  o t h e r  a p p l i c a b l e  p r o v i s i o n s  o f  A S  

2 1 . 4 8 .

A d d s  t o  A S  2 1 . 4 8 . 0 1 0 :  " I n s u r a n c e  u n d e r  a  g r o u p  l i f e  i n s u r a n c e

p o l i c y  m ay  b e  e x t e n d e d  t o  i n s u r e  d e p e n d e n t s .  N o t w i t h s t a n d i n g  A S  

2 1 . 4 8 . 0 7 0  [ C r e d i t  U n i o n  C r o u p ] ,  o n l y  o n e  c e r t i f i c a t e  n e e d  b e  i n s u e d  

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

d e p e n d e n t ' s  c o v e r a g e  i s  i n c l u d e d  i n  t h e  c e r t i f i c a t e .  . . .  I n  t h i s  

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

e m p l o y e e  o r  m e m b e r  o f  t h e  g r o u p . ”  ( T h e  b i l l  r e p e a l s  e x i s t i n g  la w  

d e a l i n g  w i t h  c o v e r a g e  f o r  d e p e n d e n t s .  E x i s t i n g  l a w  c o n t a i n s  m o r e  

e x p l i c i t  r e q u i r e m e n t s  f o r  i s s u a n c e  o f  s u c h  c o v e r a g e . ) )

R e p e a l s  A S  2 1 . 4 8 . 0 2 0  ( E m p l o y e e  G r o u p s ) ,  A S  2 1 . 4 8 . 0 3 0  ( L a b o r  U n i o n  

G r o u p s ) ,  A S  2 1 . 4 8 . 0 4 0  ( T r u s t e e  G r o u p s ) ,  A S  2 1 . 4 8 . 0 5 0  ( P u b l i c  

E m p l o y e e  A s s o c i a t i o n s ) ,  a n d  A S  2 1 . 4 8 . 0 9 0  ( D e p e n d e n t ' s  C o v e r a g e ) .

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

c G r o u p  L i f e  

I n s u r a n c e

T h e  L & C  s u b s t i t u t e  s t a t e s  t h a t  " A  g r o u p  l i f e  i n s u r a n c e  p o l i c y  m ay  

n o t  b e  d e l i v e r e d  i n  t h i s  s t a t e  i n s u r i n g  t h e  l i v e s  o f  m o r e  t h a n  o n e  

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

o t h e r  t h a n  o b t a i n i n g  i n s u r a n c e ,  o r  i s  a t r u s t  e s t a b l i s h e d  b y  o n e  o r  

m o r e  e m p l o y e r s  o r  l a b o r  u n i o n s  o r  b y  o n e  o r  m o r e  e m p l o y e r s  a n d  

l a b o r  u n i o n s : .  . .  ( 3 )  a n  i n d i v i d u a l  e l i g i b l e  f o r  c o v e r a g e  i s  

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

i m p o s e d  b y  t h e  i n s u r e r ;  . . . ”  ( u n d e r l i n e d  l a n g u a g e  a d d e d  b y  L & C ) .

One o t h e r  t e c h n i c a l  c h a n g e  i s  m a d e  i n  s e c t i o n  2 o f  t h e  b i l l .

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

e x t e n d e d  t o  i n s u r e  d e p e n d e n t s ,  a n d  n o t w i t h s t a n d i n g  A S  2 1 . 4 8 . 1 7 0  

( G r o u p  L i f e  I n s u r a n c e .  C e r t i f i c a t e ) ,  o n l y  o n e  c e r t i f i c a t e  n e e d  b y  

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

d e p e n d e n t  s  c o v e r a g e  i s  i n c l u d e d  i n  t h e  c e r t i f i c a t e  ( s t a t u t e  c i t e d  

p r e v i o u s l y  w a s  A S  2 1 . 4 8 . 0 7 0  ( G r o u p  L i f e  I n s u r a n c e .  C r e d i t  U n i o n  
G r o u p ) .
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A p r i l  2 8 ,  1 9 8 3

T o :

F r o m :

R e :

D o n  K o c h  

D i v i s i o n  o f  I n s u r a n c e  i

J e f f  D a y S 7 U

A s s i s t a n t  ( t o  t h e j f c p e a k e r  3 7  f O  

P r o p o s e d  G r o u p  L i f e  I n s u r a n c e  l e g i s l a t i o n

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

y o u  b e f o r e .  I  h a v e  n o t  r e q u e s t e d  f o r m a l  d r a f t i n g  o f  t h i s  y e t .  

I  h a v e  b e e n  t o l d ,  a n d  y o u  w i l l  s e e  b y  a  n o t a t i o n ,  t h a t  

D i v i s i o n  o f  I n s u r a n c e  s u p p o r t s  t h i s  a n d  b a s i c a l l y  w r o t e  i t .

I  n e e d  t h a t  c o n f i r m e d  a n d  I  a l s o  n e e d  t o  k n o w  w h y  t h i s  i s  

n e e d e d  a n d  w h a t  i i  w i l l  a c c o m p l i s h .  I  w a n t e d  y o u  t o  l o o k  i t  

o v e r  a n d  g i v e  m e  y o u r  t h o u g h t s  o r  o p i n i o n s .

T h a n k s .



J S jdum  St^(MEMORANDUM State of Alaska

t o  K e n n e t h  C .  M o o r e  d a t e . M a y  2 6 ,  1 9 8 3

- 0
D i r e c t o r ,  D i v i s i o n  o f  I n s u r a n c e

FILE NO:

TELEPHONE NO

f R OM J i m  J o r d a n  V  s u b j e c t  HB 4 2 6  -  c o m m e n t s

I n s u r a n c e  M a r k e t  A n a l y s t

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

o r i g i n a l  d r a f t .  S o m e  r e - o r d e r i n g  w a s  d o n e  b u t  d o e s  n o t  c h a n g e  t h e  

s u b s t a n c e .  H o w e v e r ,  I  w o u l d  r e c o m m e n d  t h a t  f o u r  c h a n g e s  b e  m a d e .  Tw o 

o f  t h e  c h a n g e s ,  i f  n o t  m a d e ,  w o u 3 ^  m a k e  n o  d i f f e r e n c e  i n  t h e  m e a n i n g  b u t  

a r e  s u g g e s t e d  t o  a d d  m o r e  c l a r i t y .  H o w e v e r ,  t h e  o t h e r  tw o  s u g g e s t e d  

c h a n g e s  n e e d  t o  b e  m a d e .

S u g g e s t e d  A m e n d m e n t s

1 .  p .  1 . ,  l i n e  1 0 ;  i m m e d i a t e l y  f o l l o w i n g  t h e  w o r d  " A "  a d d

t h e  w o r d  " g r o u p 11. ( N o t  c r i t i c a l  b u t  w o u l d  a d d  m o r e  

c l a r i t y . )

2 .  p .  1 . ,  l i n e  1 4 ;  f o l l o w i n g  t h e  w o r d  " u n i o n s "  a d d  c h e  f o l l o w i n g

w o r d s  " ,  o r  b y  o n e  o r  m o r e  e m p l o y e r s  a n d  l a b o r  u n i o n s " .

( T h i s  i s  a  n e c e s s a r y  c h a n g e  t o  r e c o g n i z e  t h e  c o m b i n a t i o n  o f  

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

o f  t h a t  e m p l o y e r ( s ) . )

3 .  p .  1 . ,  l i n e  1 8 ;  b e t w e e n  t h e  w o r d s  " i n s u r a b i l i t y ' 1 a n d  " i m p o s e d "

i n s e r t  t h e  w o r d s  " a s  m a y  b e " .

( T h i s  i s  n o t  c r i t i c a l  b u t  i t  a d d s  m o r e  c i . n r i t y .  W i t h o u t  t h e  

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

e v i d e n c e  o f  i n s u r a b i l i t y  s t a n d a r d s .  M a n y  g r o u p  l i f e  

c o n t r a c t s  a r e  i s s u e d  w i t h o u t  a n y  r e q u i r e m e n t s  t h a t  

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

e a c h  g r o u p  m e m b e r .  I t  i s  a  b a s i c  t e n e t  o f  g r o u p  i n s u r a n c e  

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

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

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

d o n ' t  b e l i e v e  we w a n t  t o  i m p o s e  t h i s  o n  t h e  p u b l i c  o r  

i n s u r e r s  w h e n  i t  i s  a n  a c t u a r i a l l y  s o u n d  p r i n c i p a l . )

4 .  p .  1 . ,  l i n e  2 8 ;  c h a n g e  t h e  c i t e  " A S  2 1 . 4 8 . 0 7 0 "  t o  t h e  c o r r e c t

c i t e  " A S  2 1 . 4 8 . 1 7 0 " .

( T h i s  i s  a  n e c e s s a r y  c h a n g e .  T h e  c i t a t i o n  i n  H B  4 2 6  i s  

i n c o r r e c t . )

02* 0 0 1  A( Rev.  1 0 / 7 9 )



1IB 4 2 b  l e a v e s  i n  t h -  s p e c i f i c  c r i t e r i a  f o r  d e b t o r  g r o u p s  ( A S  2 1 . 4 8 . 0 6 0 )  

a n d  f o r  c r e d i t  u n i o n  g r o u p s  ( A S  2 1 . 4 8 . 0 7 0 ) .  T h e  o r i g i n a l  d r a f t  d i d  t h e  

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

o f  g r o u p s  a n d  t h e i r  s p e c i f i c  r e l a t i o n s h i p  t o  A S  2 1 . 5 7 .  T h i s  i s  p a r t i c u ­

l a r l y  t h e  c a s e  f o r  d e b t o r  g r o u p s .

I  am a t t a c h i n g  a  m a r k e d  u p  c o p y  o f  HB 4 2 6 ,  w h i c h  i n c l u d e s  t h e  s u g g e s t e d  

a m e n d m e n t s ,  a s  w e l l  a s  c o p i e s  o f  m y  m e m o r a n d a  o f  N o v e m b e r  2 6 ,  1 9 8 2  t o  

y o u  a n d  o f  M a y  1 8 ,  1 9 8 3  t o  J e f f  D a y ,  a n d  o f  m y o r i g i n a l  d r a f t .
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I n t r o d u c e d :  ^ ^ 2 5 / 8 3  i f i f e

R e f e r r e d :  L i ^ P r  4 C o m m e r c e  >'- - J

I N  T H E  H O U S E  B Y  H A Y E S

H O U S E  B I L L  N O . 4 2 6  

I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  g r o u p  l i f e  i n s u r a n c e ;  a n d  p r o v i d ­

i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  2 1 . 4 8 . 0 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  A ^ [ N 0 ]  l i f e  i n s u r a n c e  p o l i c y  m a y  n o t  b e  d e l i v c - e d  i n  t h i s  

s t a t e  i n s u r i n g  t h e  l i v e s  o f  m o r e  t h a n  o n e  i n d i v i d u a l  u n l e s s

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

1
LJcc•Hao

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

e m p l o y e r s o r  l a b o r  u n i o n s ? ^  ^  ^

( 2 )  t h e  p o l i c y  c o v e r s  a t  l e a s t  t w o  i n d i v i d u a l s  a t  t h e  d a t e

o f  i s s u e ;

( 3 )  a n  i n d i v i d u a l  e l i g i b l e  f o r  c o v e r a g e  i s  s u b j e c t  t o

u n i  f o r m l v a p p l i e d  s t a n d a r d s  o f  i n s u r a b i 1 i t y ^ i m p o s e d  b y  t h e  i n s u r e r ;
i l

( 4 )  a m o u n t s  o f  g r o u p  l i f e  i n s u r a n c e  a r e  d e t e r m i n e d  b a s e d  o n

s o m e  p l a n t h a t  w i l l  p r e c l u d e  i n d i v i d u a l  s e l e c t i o n ;  a n d

( 5 )  t h e  g r o u p  l i f e  i n s u r a n c e  c o n t r a c t  i s  i n  c o m p l i a n c e  w i t h

t h e  o t h e r a p p l i c a b l e  p r o v i s i o n s  o f  t h i s  c h a p t e r  ( " D E L I V E R E D  TO  O N E O F

T H E  G R O U P S  A S  P R O V I D E D  F O R  I N  S E C S .  2 0  -  6 0  O F T H I S  C H A P T E R ,  2 N D

U N L E S S  I N C O M P L I A N C E  W I T H  T H E  O T H E R  A P P L I C A B L E  P R O V I S I O N S  OF T H I S

C H A P T E R ] .

*  S e c .  2 .  A S  2 1 . 4 8 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

( c )  I n s u r a n c e  u n d e r  a  g r o u p  l i f e  i n s u r a n c e  p o l i c y  m a y  b eHD
e x t e n d e d  t o  i n s u r e  d e p e n d e n t s .  N o t w i t h s t a n d i n g  A S  2 1 . 4 8 . 0 7 0 ’ , o n l y  o n e

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

- 1 -  HB 4 2 6



$

____________  O B M H B B B

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

i c a t e  .

( d )  I n  t h i s  s e c t i o n ,  " d e p e n d e n t s "  m e a n s  t h e  s p o u s e  a n d  d e p e n d e n t

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

*  S e c .  3 .  A S  2 1 . 4 8 . 0 2 0  -  2 1 . 4 8 . 0 5 0  a n d  A S  2 1 . 4 8 . 0 9 0  a r e  r e p e a l e d .

S e c .  4 .  T n i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o i  a n c e  w i t h  A S  0 1 . -

• 0 7 0 ( c ) .



m e m o r J Imdum State of Alaska

TO

FROM

DATE: November 26, 1982

FILE NO 

TELEPHONE NO

s u b j e c t  Group Life Insurance
Proposed Legislated Changes

Attached, please find the draft of the Act which amends AS 21.48,
Group Life Insurance.

The proposed amendments to AS 21.48 accomplish the following:

1) The definition regarding who constitutes a duly formed group 
for the purposes of group life insurance is liberalized;

2) The ceiling on amounts of group life insurance for dependents 
is removed;

3) The group definitions applicable to group disability insurance 
contracts are indirectly liberalized pursuant to AS 21.54.060(4);

4) The provisions requiring some premium contribution by an employer/ 
policyholder are eliminated; and

5) AS 21.48.060, debtor groups, and AS 21.48.070, credit union 
groups, remain intact and unchanged due to their unique 
character and relationship to credit life and credit disability 
(AS 21.57).

Of course, the underlying intent of the proposal is to provide for 
expanded availability of group life insurance. Conceiveably, a broader 
based portion of our population will have expanded means of acquiring 
life insurance coverage on an economical basis.

In my opinion, this proposal will not require increased appropriations 
for administration. In fact it may result in increased premium tax 
revenue. Master group contracts heretofore delivered in other states, 
covering Alaskan residents, in order to circumvent unfavorable provisions 
in our law, may, in the future, be issued in this state. By so doing, 
taxable, Alaska premiums could increase.

It should be noted that some unfavorable federal income tax implications 
could arise in the area of dependent group life. For amounts of dependent 
group life insurance provided by an employer in excess of $2,000, the 
premiums paid by the employer for such coverage would be taxed as income 
to the employee.

Opposition, if any, to this proposal would most likely come from the 
life insurance agent specializing in the sale of individual life insurance 
products. This opposition would be primarily "protectionist" in nature 
and easily countered.

Let me know if you would like to discuss this proposal in greater detail.

Kenneth C. Moore, Director

Jim Jordan
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TELEPHONE NO
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P r o p o s e d  G r o u p  L i f e  

I n s u r a n c e  L e g i s l a t i o n

P e r  o u r  t e l e p h o n e  c o n v e r s a t i o n  o f  M a y  1 0 ,  1 9 8 3 ,  t h e  f o l l o w i n g  w i l l  s e r v e  

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

l a t i o n  i s  i n t e n d e d  t o  r e c t i f y .

A S  2 1 . 4 3 . 0 1 0 - 2 3 0  s e t  f o r t h  t h e  v a r i o u s  c r i t e r i a  r e g a r d i n g  g r o u p  l i f e  

i n s u r a n c e .  S i m i l a r l y ,  A S  2 1 . 5 4 . 0 1 0 - 0 7 0  s e t s  f o r t h  t h e  c r i t e r i a  w h i c h  

a p p l y  t o  g r o u p  d i s a b i l i t y  i n s u r a n c e .  E a c h  o f  t h e s e  c h a p t e r s  r e s p e c t i v e l y  

e s t a b l i s h e s  w h a t  t y p e s  o f  e n t i t i e s  o r  c o l l e c t i o n s  o f  p e r s o n s  c o n s t i t u t e s  

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

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

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

a n d  i s s u e d  a s  a  " p a c k a g e " .

A S  2 1 . 4 S  i s  c o n s t r u c t e d  t o  d e f i n e  t h o s e  e l i g i b l e  g r o u p s  o f  p e r s o n s  

w i t h i n  v e : y  n a r r o w  p a r a m e t e r s .  C o n v e r s e l y  A S  2 1 . 5 4  i s  c o n s t r u c t e d  s o  

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

w o r d s ,  i t  i s  p o s s i b l e  f o r  c o r e  t y p e s  o f  g r o u p s  t o  b e  p r o p e r  g r o u p s  f o r  

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

l i f e  i n s u r a n c e .  A n  e x a m p l e  o f  t h i s  s i t u a t i o n  i s  a n  " a s s o c i a t i o n "  g r o u p  

f o r  w h i c h  g r o u p  a c c i d e n t  a n d  h e a l t h  c o v e r a g e  c a y  b e  l e g a l l y  w r i t t e n  

( A S  2 1 . 5 4 . 0 6 0 ( 2 ) )  b u t  n a y  n o t  b e  e l i g i b l e  f o r  g r o u p  l i f e  i n s u r a n c e  

( A S  2 1 . 4 8 . 0 4 0 ) .

T h i s  h o l d s  t r u e  f o r  a s s o c i a t i o n s  t h a t  a r e  c o m p r i s e d  o f  c e n b e r 3  w h o  n a y  

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

b a r  a s s o c i a t i o n s ,  m e d i c a l  a s s o c i a t i o n s ,  p i l o t s  a s s o c i a t i o n s ,  o r  c o m m e r c i a l  

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

c o v e r a g e s ,  t h e s e  t y p e s  o f  a s s o c i a t i o n s  a r e  a b l e  t o  o b t a i n  c o v e r a g e .

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

t h a t  L a v e  s u c h  c o v e r a g e s  p r o v i d e d  v i a  g r o u p  m a s t e r  c o n t r a c t s  d e l i v e r e d  

i n  o t h e r  j u r i s d i c t i o n s .  A l a s k a ' s  i n s u r a n c e  l a w s  d o  n o t  e x t e n d  o x t r a -  

t e r r i t o r l a l l y ,  s o  r e s i d e n t s  c c  ,’e r e d  u n d e r  t h e s e  a r r a n g e m e n t s  l o s e ,  t o  a  

c e r t a i n  d e g r e e ,  t h e  l o c a l  r e g u l a t o r y  p r o t e c t i o n .  ( H o w e v e r ,  t h e y  m a y  g o  

t o  t h e  i n s u r a n c e  d e p a r t m e n t  i n  t h e  s t a t e  i n  w h i c h  t h e  m a s t e r  c o n t r a c t  i s  

d e l i v e r e d  f o r  c o n s u m e r  a s s i s t a n c e . )  A d d i t i o n a l l y ,  s u c h  a r r a n g e m e n t s  m a y  

a l s o  r e s u l t  i n  l e s s  p r e m i u m  t a x e s  b e i n g  c o l l e c t e d  i n  A l a s k a .

A S  2 1 . 4 8 . 0 9 0  i m p o s e s  m a x i m u m  a m o u n t s  c f  g r o u p  l i f e  i n s u r a n c e  w h i c h  m a y  

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

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

m e m b e r  f r o m  ( - 1 0 0  a t  u n d e r  t h e  a g e  o f  6  L . o n t h s  t o  a  m a x i m u m  o f  ( 2 , COO a t



a c e s  5  y e a r s  a n d  o l d e r .  T h e s e  a m o u n t s  w e r e  e s t a b l i s h e d  b y  l a w  i n  1 9 6 6  

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

a m o u n t s  o f  c o v e r a g e  b e  i n c r e a s e d .  T h e  p r o p o s e d  l a n g u a g e  w o u l d  r e m o v e  

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

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

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

d e t e r m i n a t i o n  o f  e m p l o y e e  b e n e f i t s .  A g a i n ,  a n  e m p l o y e r  m a y  p r o v i d e  

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

A l a s k a  l a w  b y  j o i n i n g  a  m u l t i p l e  e m p l o y e r  t r u s t  l o c a t e d  i n  s t a t e  a l l o w i n g  

h i g h e r  a m o u n t s .  ( U e  k n o u  t h i s  h a s  b e e n  d o n e . )  M a n y  s t a t e s  e x i s t  w h i c h  

h a v e  n o  s u c h  m a x i m u m  f o r  d e p e n d e n t s  g r o u p  l i f e  i n s u r a n c e .  O n e  o f  t h e  

r e a s o n s  f o r  l i m i t i n g  t h e  a m o u n t  o f  d e p e n d e n t  g r o u p  l i f e  t o  $ 2 , 0 0 0  i s  d u e  

t o  f e d e r a l  i n c o m e  t a x  i m p l i c a t i o n s .  I n  t h e  s i t u a t i o n  w h e r e  a n  e m p l o y e r  

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

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

t a x a b l e  i n c o m e  i s  i n c u r r e d  b y  t h e  e m p l o y e e .  T h e  a m o u n t  d e t e r m i n e d  b y  

t h e  I R S  a s  b e i n g  i n c i d e n t a l  i s  u p  t o  a  m a x i m u m  o f  $ 2 , 0 0 0 .  ( T h e  s a m e  

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

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

c o v e r a g e  e x c e e d s  $ 5 0 , 0 0 0 . )

I n  g e n e r a l ,  A S  2 1 . A S  r e q u i r e s  t h a t  t h e  p r e m i u m  c a n  n o t  b e  e n t i r e l y  p a i d  

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

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

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

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

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

e m p l o y e r  a n d  a n  o p t i o n a l  a m o u n t  p a i d  f o r  e n t i r e l y  t h e  e m p l o y e e .  C u r r e n t

c o n s t r u c t i o n  o f  A S  2 1 . 4 8  f o r c e s  s u c h  c o v e r a g e s  t o  b e  u n d e n n r i t t e n  b y  o n e

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

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

c o u l d  b e  t h e  S t a t e  o f  A l a s k a  p l a n  f o r  i t s  e m p l o y e e s  w h e r e  t h e  v a r i o u s  

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

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

l o w e s t  b i d d e r  o n  t h e  b a s i c  g r o u p  l i f e .  T h e r e f o r e ,  t h e  s t a t e  c c u l d  n o t  

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

t h e  l o w e s t  b i d d e r  a n d  a w a r d  a  s e p a r a t e  c o n t r a c t  t o  a n o t h e r  i n s u r e r  v h o  

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

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

e m p l o y e r  t r u s t  s i t u s e d  i n  a n o t h e r  s t a t e .  L a s t ,  A S  2 1 . 5 4  i m p o s e s  l i e  s u c h  

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

I t  i s  f e l t  t h a t  t h e  p r o p o s e d  c h a n g e s  w o u l d  h e l p  f a c i l i t a t e  t h e  e x t e n s i o n  

o f  l i f e  i n s u r a n c e  p r o t e c t i o n  t o  a  b r o a d e r  s e c t i o n  o f  o u r  p o p u l a t i o n  w i t h  

n o  m a t e r i a l  l o s s  i n  r e g u l a t o r y  p r o t e c t i o n .  T y p i c a l l y ,  g r o u p  i n s u r a n c e  

i s  l e s s  c o s t l y  t h a n  i n d i v i d u a l  i n s u r a n c e  c o n t r a c t s  d u e  t o  t h e  a d m i n i s t r a t i v e  

e c o n o m i e s  r e a l i s e d .  T h e r e f o r e ,  t h i s  p r o p o s a l  s h o u l d  h e l p  t o  p r o v i d e  a  

b r o a d e r  b a s e  o f  c o v e r a g e  a t  a  c o s t  m o r e  b e n e f i c i a l  t o  t h e  A l s s l i a n  r e s i d e n t .



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

C o l o r a d o ’ s  g r o u p  l i f e  l a w .

P l e a s e  l e t  m e  l u i o v  i f  1  n a y  b e  o f  a n y  f u r t h e r  a s s i s t a n c e .

S i n c e r e l y ,

J a n e s  J .  J o r d a n  

I n s u r a n c e  M a r k e t  A n a l y s t

J J J / g w



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

P O S I T I O N  P A P E R  -  HB 4 9 5

O p p o s e d

J a n u a r y  2 4 ,  1 9 8 4

H3 4 9 5 ,  A i i  A c t  p r o v i d i n g  f o r  p r i s o n e r  o f  w a r  s p e c i a l  r e g i s t r a t i o n  

p l a t e s .

T h e  D e p a r t m e n t  i s  o p p o s e d  t o  L i i i s  p i e c e  o f  l e g i s l a t i o n .  I s s u i n g  

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

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

n o r m a l  r e g i s t r a t i o n .  W i t h  a n y  o n e  g r o u p  t h e  e f f o r t  m a y  n o t  b e  

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

t o  t h e  t o t a l  n u m b e r  o f  r e g i s t r a t i o n s  c a n  b e  e x c e s s i v e .

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

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

s t a r t e d .  T h e  r e a s o n i n g  w o u l d  b e  t h a t  s i n c e  o n e  g r o u p  h a s  t h e  

p l a t e s ,  a n o t h e r  g r o u p  i s  j u s t  a s  d e s e r v i n g  o f  s p e c i a l  r e c o g n i t i o n  

a n d  s o  o n .  F o r  t h e s e  v e r y  s a m e  r e a s o n s  o v e r  t h e  y e a r s  t h e  D e p a r t ­

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

M e d a l  o f  H o n o r  w i n n e r s ,  N a t i o n a l  G u a r d  m e m b e r s ,  E m e r g e n c y  M e d i c a l  

T e c h n i c i a n s ,  V o l u n t e e r  F i r e m e n ,  e t c .  T h e r e  i s  n o  a r g u m e n t  t h a t  

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

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

q u i t e  l a r g e .

R o b e r t  J . S u n d b e r g  

C o m m i s s i o n e r
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OPERATING
100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL 1 .0 .5 .6 .6 .7
WO SUPPLIES
500 EQUIPMENT f

600 LAND & STRUCTURES

700 CRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 1.0 .5 .6 .6

( CAPITAL | '
-

\ REVENUE ___________ (3.0) (3.0) (3.0) (3.0) ' (3-.0)

FUNDING: (Thousands of Doll ars)
GENERAL FUND 1.0 .5 .6 .6 .7
FEDERAL FUNDS

OTHER

TOTAL 1 1.0 .5 .6 .6 .7

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: 

Not identified by sponsor.

ANALYSIS: Attach a separate page for analysis

Charles R. HosackPrepared By: 
Division: Motor Vehicles

Approved by Commissioner: / V i O

Agency:___________  ^ ublic Safety

Phone:
Date:

269-5551
7-2TWT

Date: ^ 2 l I ]A ±

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) ‘ __________  . .

Fi i O a  I VNOTe.
1 2 / 1 / 6 3
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SS HB 495 Page 2 of 2 
Fiscal Note Analysis

These estimates are based on the assumption that there will 
be 100 persons applying for POW registration plates.

FY85 Costs:

300 - Contractual

100 pair POW plates @$5.00 .5
Programming changes .5

1.0

Revenue:

Loss of revenue from 100 vehicle 
registrations @ $30.00 (3.0)
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H O U S E  B I L L  495

T H E  P U R P O S E  O F  H O U S E  B I L L  4 9 5  I S  T O  H O N O R  EX -  P O W ' S ,

U N D E R  T H I S  B I L L ,  E A C H  Q U A L I F Y I N G  V E T E R A N  I N  T H E  S T A T E  O F  

A L A S K A  W I L L  B E  E N T I T L E D  T O  O N E  S E T  O F  "POW" L I C E N S E  P L A T E S .

T H E R E  W I L L  B E  NO C H A R G E  F O R  T H E  P L A T E S  BY T H E  D I V I S I O N  O F  

M OT O R  V E H I C L E S ,  H O W E V E R ,  T H E  U S U A L  P E R M I T  F E E S  MUST B E  P A I D  

T O  T H E  V E T E R A N ' S  C I T Y  O R  TOWN O F  R E S I D E N C E .

T H E  NEW L I C E N S E  P L A T E  W I L L  B E  D E S I G N E D  BY  T H E  D I V I S I O N  O F  

M OTOR V E H I C L E S .

P R E S E N T L Y  T H E R E  A R E  A P P R O X I M A T E L Y  4 1  O T H E R  S T A T E S  I N  T H E  

U N I T E D  S T A T E S  W H I C H  A R E  C U R R E N T L Y  H O N O R I N G  T H E I R  E X - P O W ' S  I N  

T H I S  M A N N E R .

J—  r e c o  m m <? n c

l - e g i s l c r l v o n

Pa  'is  a 9' r  • ( -  I I i  i
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COMMITTEES
A l a s k a  S t a t e  l e g i s l a t u r e While in Session

Pouch V 

Slate Capitol 
Juneau. Alaska 99811 

(907) 465-3733

Hon>e - District 15 
Star i3oute Box 421 

Eagle Ri>'er, Alaska 99577

(907) 688-2526

REF: House bill 495, "An Act providing £or prisoner of wnr special 
registration plates."

The purpose of this Act is to honor ex-POW's.

Under this bill, each qualifying veteran in the State of Alaska will be 
entitled to one set of "POW" license plates.

There will be no charge for the plates by the Division of Motor 

Vehicles, however, the usual permit fees must he paid to the veteran's 
city or town of residence.

The new license plate will be designed by the division of Motor Vehicles.

Presently there are approximately 41 other States in the United States 
which are currently honoring their ex-POW's in this manner.

Enclosures: I. HB 495

2. Article from National News.
3. Alaska Statute - sec. 28.10.171

s e c . 28.10.181
sec. 28.10.201

sec. 28.10.421
sec. 28.10.431

Vice Chairman —  Judiciary

Vice Chairman —  Legislative 

Regulations Review

Resources

Finance Sub Committee on Labor

P?ou£c of Eepresentatibcs 
John J. Liska

March 22, 1984

M E M O R A N D U M

JJF./tm



N A T IO N A L  N E W S
E X - P O W  LICENSE P L A T E S

The state of N e w  Hampshire has become the 
most recent state to pass legislation providing 
for an e x - P O W  license plate. Latest informa­
tion available designates it as the 40th state 
with special plates for its former prisoners of 
war residents. Each qualifying veteran in N e w  
Hampshire is entitled to one set of the new 
plates. There will be no charge for the plates by 
the Division of Motor Vehicles. However, the 
usual permit fees must be paid to the veteran’s 
city or town of residence. Any questions 
regarding these plates should be referred to 
the office of Assistant Director Kei.r.eth H. 
Lewis, PH: (603)271-2764.

Believed to be a lirst, the state of Illinois now 
provides special license plates for widows of 
POWs. The bill was sponsored by Sen. 
Watson and is effective immediately.

Pictured, left to right, Is Robert Pclka, Director 
of the V A M C  In Wichita, Kansas, and Jon 
Nelson, artist. Jon is the on of e x - P O W  Cnrl 
A. and Joyce Nelson of Cheney, Knnsns. He 
did the painting, titled “The Good King”, out 
of appreciation of the help Mr. Polka ha.s given 
the Nelsons and other veterans. He presented 
the painting, a blue ribbon winner at the 
County Fair, to Mr. Pelka. Jon is IS vcars old.
6
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M E M O R I A L  A T
T O M B  O F  T H E  U N K N O W N  SOLDIER

At 3:05 p.m. on Wednesday, September 21, 
1983, a wreath was placed on the T o m b  of the 
Unknown Soldier by P N C  Charles Miller and 
N C  Earl Derrington, in quiet salute to the 
17,026 Americans captured during W W I ,  
WWII, Korea and Vietnam, who died during 
confinement. Living former P O W s  honor their 
comrades-in-arms who first gave their freedom 
and then their lives in service to their country.

N E W S  F R O M  ST. LOUIS V A M C

On August 19, 1983, the John Cochran Division 
of the St. Louis V A  Medical Center held 
groundbreaking ceremonies for a clinical 
addition and ward renovation project. This 42.5 
million dollar project will add more beds ar.d 
more than 148,000 square feet of new 
cons ruction and 83,000 square feet of 
renovated space. Ex-prisoners of war present 
to help with the ceremonies were N D  Peter L. 
Chom.i, Wally Branks and, leading those 
present in the Pledge of Allegiance along with 
Congressional Medal of Honor Recipient 
Russell E. Dunham, were the St. Louis Chapter 
members Santiago Varela, Clyde Baker, and E. 

Lynn Cosgrove.

McdSearch packets were donated to the V A M C  
by the O K A W  Chapter of Illinois. Pictured left 
to right are Krista Ludenia. Ph.D., Acting 
Associate Medical Center Director; N D  Peter 
Choma, Dop/Rep V A V S  representing Chapter 
Cmdr. Morris Lacy; and Sidney F. Ford, St. 
Louis Medical Center Director.

E V E N T S  C A L E N D A R
D E P A R T M E N T  O F  T E X A S  M I D - W I N T E R  ' 
C O N F E R E N C E  
November 4-5,1983 
Quality inn, 1-35 Jc Oltorf Rd..
Austin, Texas



§ 23.10.171 Alaska Statutes § 2S.10.181

of the license plate or contained on a suitable sticker or tab device issued 

by the department.

(c) The department m a y  not adopt a n e w  or altered passenger vehicle 

registration plate unless it substantially embodies the specifications of 

this section. (§ 7 ch 178 S L A  1978)

Am. Jur. and CJ.S . references. — 5 Am. Automobiles and Highway Traffic. § 85. 
Jur., Automobiles, § 111; 5A Am. Jur., 60 CJ.S., Motor Vehicles, §§ 105 to 108.

Sec. 28.10.171. Display of registration plates, (a) W h e n  two 

registration plates are issued for a vehicle, they shall be attached to the 

vehicle for which issued, on-, in front and the other in the rear. W h e n  

one registration plate is issued, it shall be attached to the rear of the 

vehicle for which issued.

(b) Every registration plate issued under this chapter shall be 

securely fastened to the vehicle to which it is assigned, with the upper 

edge of the plate horizontal, at a height of not less than 12 inches from 

the ground measuring from the bottom of the plate, and maintained in 

a location and condition so as to be clearly legible. However, when 

considered necessary to insure legibility, the commissioner m a y  provide 

by regulation for another method of installation. (§ 7 ch ITS S L A  197S)

Am. Jur. reference. — 5 Am. Jur., , k - -
Automobiles, § 111.

Sec. 2S.10.1S1. Registration of unique and special vehicles and 

vehicles used for special purposes, (a) The department shall register 

unique and special vehicles and vehicles used for special purposes and 

issue registration plates as provided in this section. Notwithstanding 

other provisions of this chapter, registration plates issued under this 

section remain with the person or organization to w h o m  they are issued 

when vehicle ownership is transferred or title or interest in the vehicle 

is assigned, except for plates issued under (b), (h) and (i) of this section. 

Registration plates issued under this section m a y  not be used on, or 

transferred to, a vehicle other than the vehicle for which the plates are 

issued without the approval of the department and payment of any 

required fees and taxes prescribed in §§ 421(d), 431 and 441 of this 

chapter; however, if the plates issued under (c), (f) and (j) of this section 

are transferred to a vehicle for which the registration fee is more than 

the fee for the vehicle from which the plates are transferred, the ov/ner 

shall pay the difference between the two fees. Registration plates issued 

under this section to which a person is no longer entitled or the transfer 

of the plates to another vehicle which the department does not approve 

shall be returned immediately to the department by the person or 

organization to w h o m  the plat.s were originally issued.

24
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(b) Historic vehicles. The owner of an historic vehicle m a y  make 

application for special registration under this subsection. The 

department, w h e n  satisfied that the vehicle meets the requirements for 

historic vehicle registration under regulations adopted by the 

commissioner, shall register the vehicle and issue two permanen 

registration plates of distinctive design and color bearing no date. These 

plates remain with the vehicle as long as it is registered under this 

subsection. Vehicles qualifying for registration under this subsection 

shall be issued registration plates numbered in a separate numerical 

series beginning with “Historic Vehicle No. 1."

(c) Special request plates. Upon application by the owner of a 

passenger vehicle, noncommercial van or pick-up truck, or motor home, 

the department m a y  design and issue registration plates containing a 

series of not more than six letters or numbers or combination of letters 

and numbers as requested by ti e owner. The department may, in its 

discretion, disapprove the issuance of registration plates under this 

subsection when the requested symbols are a duplication of an existing 

registration or whe n  th? symbols are considered unacceptable by the 

department.

(d) Vehicles owned by disabled veterans and handicapped persons. A  

person w h o  presents to the department written proof that he is at least 

70 per cent disabled or medically handicapped and should be given 

special consideration by the public with respect: to the parking or 

standing of his vehicle in designated spaces, m a y  register one passenger 

vehicle wuthout charge. The proof required under this subsection m a y  

consist of evidence that the person receives at least 70 per cent disability 

compensation from a government agency at the time of registration or 

an affidavit signed by a physician licensed to practice medicine in this 

state. Upon the request of the applicant the department shall issue a 

specially designed registration plate which displays

(1) recognition of the disabled veteran if the applicant’s disability 

originated from his service with the armed forces of the United States; 
or

(2) the standard handicap symbol (the wheelchair logo).

(e) Vehicles owned by the state, municipalities, .and charitable 

organizations of the state. Every certificate of registration and 

registration plate issued to the state, a municipality or charitable 

organization of the state is in effect until the vehicle for which the 

registration certificate and place were issued is no longer owned and 

operated by the state, the municipality or the charitable organization of 

the state or until the department, in its discretion, declares its expiration. 

The state, municipality or charitable organization of the state shall 

maintain a current listing of all vehicles registered to it in the order of 

the registration n umber assigned to each vehicle, and shall provide a 

copy of the listing to the department upon its request. The listing shall 

include a description of each vehicle and other identifying information

25
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required by the department. Registration plates issued under this 

subsection shall be of a distinctive design and numbering system. For 

the purposes of this subsection, "charitable organization” means a 

nonprofit association, corporation, society or other entity organized, 

incorporated or headquartered in the state for educational, cultural, 

scientific or other charitable purposes, as prescribed in regulations of 

the department.

(f) Vehicles owned by elected state officials. The department shall 

issue special registration plates to each incumbent elected state official 

for display on noncommercial motor vehicles owned and driven by the 

official. The department shall number or design the plates so that 

registration by an elected state official is indicated upon the plates. The 

registration plates issued under this subsection remain with the owner 

of the vehicle only during his term of office.

(g) Vehicles owned by consular officers of foreign governments. A  

vehicle owned by a consular officer of a foreign government shall be 

issued registration plates displaying the title “consular corps" or “cc.” 

However, the commissioner m a y  waive the registration of consular 

vehicles and the payment of fees and taxes when consistent with 

international treaties or agreements.

(h) Vehicles owned by ranchers, farmers, and dairymen. A  vehicle not 

exceeding an unladbn total gross weight of 16,000 pounds, owned bv a 

person deriving his primary source of livelihood from the operation of 

a ranch, farm, or dairy where he maintains his full-time residence, and 

which vehicle is used exclusively to transport his o w n  ranch, farm, or 

dairy’ products to and from tit market or to transport supplies, 

commodities or equipment to be used on hir ranch, farm or dairy, m a y  

be registered under this subsection and m a y  be issued registration 

plates of a distinctive design or system of numbering,

(i) Amateur mobile radio station vehicles. A  validly licensed amateur 

radio operator w h o  presents satisfactory proof that the owner holds an

i.nexpired Federal Communications Commission amateur radio 

operator's license of any renewable class, and w h o  presents satisfactory 

proof that the vehicle contains or carries an amateur radio transmitter 

and receiving unit of a type applicable to the li:ense class applied for, 

and w h o  is permitted by law to operate a fixed s’ at ion, m a y  register one 

amateur mobile radio station vehicle for each radio license issued by the 

federal government and m a y  receive for the vehicle distinctive 

registration plates instead of regular registration plates. The number 

on the plates shall he the radio call sign of the owner.

(j) Vehicles owned by dealers. A  : Lite-registered and bonded vehicle 

dealer m a y  apply for dealer registrar on plates. A  plate issued under this 

subsection m a y  be used only on dealer-owned vehicles during the routine 

and normal course of the dealer's business, excluding sendee vehicles, 

or for transporting an unregistered vehicle from a port of entry to the 

dealer's facilities or fro n one dealer to another or, in the case of ;i house
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trailer, from the retail facility to a trailer space. If the dealer sells or 

transfers the vehicle, the dealer plates m a y  be used on the vehicle by 

the new owner or transferee for a period of not more than five days after 

the sale or transfer. The department m a y  seize the dealer plates if it has 

reason to believe that the plates are being used to defeat the purposes 

of, or are in violation of, this chapter. (§ 7 ch ITS S L A  19TS)

Am. Jur. reference. — 5 Am. Jur.,
Automobiles, IDS, 136.

Article 2. Title.

Section
201. Title required; exceptions 
211. Application for title 
221. Refusal, suspension, and revocation 

o f title
231. Certificate o f title contents

Section
241. Delivery and effect o f certificate o f 

title
251. Lost, stolen or mutilated certificate o f 

title 
261. Evidence

Sec. 28.10.201. Title required; exceptions, (a) Except as otherwise 

provided in (b) of this section or in §§ 131 —  141 of this chapter, every 

owner of a vehicle subject to registration in this state shall apply for 

a certificate of title under this chapter.

(b) The owner of a vehicle described in § 11 of this chapter as being 

exempt from registration and the ow.-.er of a snowmobile or off-highway 

vehicle m a y  not apply for, nor m a y  the department, issue, a certificate 

of title for such a vehicle. However, the department m a y  issue a 

certificate of title to the owner of a vehicle exempt from registration 

under § 11(G) of this chapter, upon application by that owner.

(c) The certificate of title issued may, when there is more than one 

owner, state che name of each owner in the conjunctive or in the 

disjunctive in order to indicate that the owners own the vehicle together 

or in the alternative.

(ci) Except for vehicles registered under §9 131(b) and 141 of this 

chapter, the department m a y  not register a vehicle unless the applicant 

for registration at the same time applies for ami obtains a certificate 

of title under this chapter, or presents satisfactory evidence that a 

certificate of title was. previously issued to him. The department m a y  

not accept the application ior the original certificate of registration or 

title to a vehicle unless the vehicle is in the state at the time of 

application. However, the department m a y  accept an application for 

registration and certificate of title for a vehicle which is not in the state 

when the application is made by a registered and bonded dealer or by 

a resident of the state when the application is accompanied by a 

manufacturer’s statement of origin, or in the case of a used vehicle, 

when the application is accompanied by a certificate- of title issued in 

another jurisdiction and a certificate of inspection by a ptrco officer of 

that jurisdiction stating that the vehicle has been determined lo b*.
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Sec. 28.10.216. Inadequate evidence of ownership. (a> , 

the department is not satisfied as to the ownership of a veh- 1 

believes that there m a y  be undisclosed security interests in 'C'e or 
department m a y  register the vehicle but shall either * !t'

(1) withhold issuance of a certificate of title until the an r 

presents documents sufficient to satisfy the department ' !cani

(A) as to the ownership of the vehicle by applicant, and

(B) that there are ro undisclosed security interests in the vehicl

(2) require the applicant, as a condit:on of the issuance ofa e'fr 
icate of title, to file with the department either certif.

(A) a bond in the form prescribed by ' department and
by the applicant, or ecu“.-4

(B) a deposit of cash.

<b) A  bond or cash deposit filed under (a)(2) of this section >h-l[ w 

equal in amount to one and one-half times the value of the vehic' * 

determined by the department and be conditioned to indemnify for-^ 

owners, secured parties, and subsequent purchasers of the vehicle » 

their successors against loss resulting from a defect in ~r undb-'--.i 

security interest on the title of the applicant. A n  injured partv rr.nv -• * 

on the bond fora breach of its conditions, but the liability of the ”. 

or the department m a y  not exceed the amount of the bond ord-r- •

(c) The bond or deposit shall be returned (1) at the end of three v :--n 
from its filing, or (2) w h e n  the vehicle is no longer registered in 

state if (2) is earlier and if the certificate of title is surrendered r.i ’ - 

department. Service on the department of notice that action ispenv- • 

to recover on the bond or the deposit extends the periods established 

this subsection until 15 days after a finai decision in the action r.n. 

bond or on the deposit. <$ 3 ch 51 SI.A 1979)

Article 5. Fees a n d  Cl> irges.

Section
421. Reni-tr.ilmn fee rales

r s s m m  Registration fee rates. ^ )  Unless othenv.se 

vided by law, the fees prescribed in this section shall be paid to 

department at the times provided under A S  28.10.101 — 2S.19.11I 

The annual registration fees under this subsection are in." 

within the following classifications for:
(1) a passenger vehicle or motor h o m e  not used or maintained fr,: 

transportation of persons or property for hire or for other corr.rr.t r 

use  
<2) a pick-up truck or a van not exceeding 6,000 pounds on! 

weight and not used or maintained for the transportation ofp.*r. ' r 

property for hire or for other commercial use ..............  • •

.'3*1



: : 28.10.421 M o t o r  V kihci.es § 28.10.421

; (3) a taxicab ..............................................  $65;

t (4) a motor bus with a seating capacity for 20 or more persons and 

1 ;-ed exclusively for commercial purposes in the transporting of visitors

j t tourists....................................; .............  $S0;

j (51 a motorcycle or a motor-driven cycle .................  S15:

} (6) a two- or four-wheeled trailer not used or maintained for the 

j rxmsportation of persons or property for hire or for other commercial

• ..:e, including, but not limited to, a boat trailer, baggage trailer, box

* railer, utility trailer or house trailer ......................  $ 5.

A  The annual registration fees under this subsection are imposed

) .^Fare based upon the actual unladen weight as established by the 

1 '.anufacturer’s advertised weight or upon the actual weight which the 
{ vaer shall furnish, subject to the approval of the commissioner or his 

i presentati - a, for a vehicle, including a motor vehicle pulling a trailer 

j rsemi-trailer, used or maintained for the transportation of passengers 

! r hire, excepting taxicabs and buses under (b) of this section, or for 

 ̂ 'e transportation of property for hire or for other commercial use, 

t "eluding a commercial vehicle such as a trailer, semi-trailer, truck, 

i recker, tow car, hearse, ambulance, and tractor, as follows:

*1) up to and including 5,000 pounds ....................  $45;

I '2) more than 5,000 pounds to and including 12,000 pounds $80; 

j *3) more than 12,000 pounds to and including 18,000 

J •'■unds........................................................ $150;

i til rnQru ^ K1M 18,000 pounds .............................. $215.
m3* The special registration fees under this subsection are imposed 

i “dually, unless otherwise specified, for:

‘0 an historic vehicle (one time only upon initial registration under

28.10.181)   $10;

2) special request plates..................................  $20;

M3 the lee required for that vehicle under (b)(1) or (2) of this section; 

“8fee required by this paragraph shall be col!e:ted only oe ie first 

'TUancc and on the replacement of special request plates;

a vehicle owned l)y a disabled veteran or other handicapped per- 

^•and registered under A S  28.10.181 or a resident 65 years of age or

Cr who complies with A S  28.10.411(c)...................... none;

4) a vehicle owned by the state ........................... none;

_ a vehicle owned by an elected state official  the fee

paired for that vehicle under (b) of tliis section;

a vehicle owned by a consular officer, unless waived under A S  
'/ 10-1S1.....................................................  $30;

a vehicle owned by a rancher, farmer, or dairyman and registered 

A S  28.10.181 .....................................   $30;(£\
^  <3 3 s n o w m o ^ ^ e or off-highway vehicle...................  So;
4 ( an amateur mobile radio station vehicle,

4  w ith a transceiver capable of less than 5-band oprra-
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w  5
t i o n .................................................

required for that vehicle under (b) or (c) of this section- * '

(B) in recognition of his service to the public: a mobile am
station owned by an amateur with general class or h i g h c ^  

provided the station must be satisfactorily proved capable°of ? 
an at least five bands between 160 through 10 meters, must 

antenna, and must have a power supply and wiring as a n * '1'’5 

part of the vehicle; the transmitting unit m a y  be removed from n̂̂ ,̂̂”,

for service or dry storage..................none for a mobile P Cir
radio station vehicle included in b(l) or (2) of this section-

(10) dealer registration plates,

(A) the initial set of plates...........................

(B) each subsequent set of plates.....................  " '"A

(11) a vehicle owned by a municipality or charitable organ”; 
meeting the requirements of AS 28.10.181(e) ..........

(12) an occasional use vehicle under A S  2S. 10.1Sl(k) .

(e) A  vehicle registered under this section which, by the reniov-U/ 

seats, a camper unit, a canopy or other equipment, may be conv-- • 
into a vehicle on which the registration fee is computed on adiflVr*-* 

basis or in a different amount m a y  not be driven or moved with * 

camper unit, canopy or other equipment removed unless the J' 
applicable registration fee is paid. (§ 7 ch 17S SLA 1978; a m  5j ; - 
54 S L A  1979)

Effect of amendments. —  Section 4. 
ch. 54, S LA 1979 added the language 
beginning "the fee required by this para­
graph" to the end of paragraph >2> of sub­
section 1 d>. Section 5 of ch 54 added 
paragraph i)2l of subsection id I.

Editor’s notes. — Section 8, ch. 54.SLA 
1979. provides: "A person who paid a fee in 
1979 for special request plate.-, other than

the fee authorized under v, 
2S. 10,-4’J 1 <dit2) as amended in sec. 1 ,
Act is entitled to a refund of the a.-r,-- j 
collected in excess of the fee auth-. j 
under that section."
Section 9. ch. 54. SLA 1979. yrr-, ! , 

"Refunds due under sec. 4 of this Act 
he paid on or before .July I, 1979."

Article 6. Registration a n d  Title Violations.

Section

491. Felonies relating to title, regis­
tration. idcniifie.itit..i number, and 
removal and representation of\elu- 
cl.-s

493. Misdemeanors relating to transfers

See. 2S.10.471. D r iv in g  ve h icle  w h e n  re g is tra tio n  suspend; I
or revoked or permit expired.

N O T E S  T O  D E C I S I O N S

Cited in laovrv v. State. Ct. App. Op. 
No LSI t File Nos. 6328, 8434). P 2d 
(1982).
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(10* dealer registration plates,

(A) the initial set of plates   .........................$40;

(B) each subsequent set of plates............................. $20;

(11) a vehicle owned by a municipality or charitable organization

meeting the requirements of § 181(e) of this chapter........... $ 5.

(e) A  vehicle registered under this section which, by the removal of 

seats, a camper unit, a canopy or other equipment, m a y  be converted 

into a vehicle on which the registration fee is computed on a different 

basis or in a different amount m a y  not be driven or moved with seats, 

camper unit, canopy or other equipment removed unless the other 

applicable registration fee is paid. (§ 7 ch 17S S L A  197S)

Sec. 28.10.431. Annual motor vehicle registration tax. (a) There is 

levied a motor vehicle registration tax within each municipality which 

elects, by passe ge of an appropriate ordinance, to come under this 

section. A  municipality shall file a written notice of election with the 

department and m a y  not rescind the notice for a subsequent fiscal year. 

The notice must be filed on or before January 1 of the year preceding 

the year election under this section is to become effective. If a 

municipality has, b.fore October 15, 1978, levied a motor vehicle 

registration Ur ad yalorem tax which has been repealed by a vote of the 

people at any regular or special municipal election, then the election 

provided for in this subsection is not effective until the ordinance passed 

by the local governing body has been approved by the people at the next 

regularly scheduled general or special municipal election.

(b) The tax is levied upon motor vehicles subject to the license tax 

under §§ 411 and 421 of this chapter, not including mobile homes, and 

is based upon the age of vehicles as determined by model year according 

to the following schedule:

Tax According to A g e  of 

Vehicle 

Since Model Year:

1st 2nd 3rd 4th 5th 6th 7th Sth

or over

Motor

Vehicle

(1) motorcycle $ 8  $ 7  $ 6  $ 5  $ 4  $ 3  $ 2  $ 2

(2) vehicles

specified 

in §

421(b)(1)

of this ‘

chapter GO 50 40 30 20 15 10 5

38
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Tax According to A g e  of 

Vehicle 

Since Model Year:

1st 2nd 3rd 4th 5th 6th 7th 8th

or over

Motor 

Vehicle

(3) vehicles

specified 

in §
421(b)(3) 

of this

chapter 60 50 40

(4) vehicles

specified 

in §

421(c)(1) ■

(4) of this 

chapter

5.000 

pounds

or less 60 50 40

5.001-

12.000
pounds 100 SO 60 50

12.001- 
18,000

pounds 150 120 100 SO

18,001 

pounds

or over 200 160 130 100

(5) vehicles

specified 

in §

421(b)(4) 

of this

chapter 100 80 60 50

(6) vehicles

specified 

in §

421(b)(6) 

of this

chapter 8 7 6 5

30 20 15

30 20 15

40 30

60 40

80 60

40 30

10

10

20

40

20

10

20

20

10

39
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Tax According to A g e  of 

Vehicle 

Since Model Y e a n

1st 2nd 3rd 4th 5th 6th 7th 8th

or over

Motor

Vehicle

(7) vehicles

specified 

in §

421(d)(9) 

of this

chapter 60 50 40 30 20 15 10 5

(8) vehicles

specified 

in §

421(b)(2) 

of this

chapter 60 50 40 30 20 15 10 5

(9) vehicles

specified

' in § ’ ' ~

421(d)(10) 

of this

chapter 40

(c) The registration tax shall be levied, collected, enforced and 

otherwise administered in the same manner as provided for the 

registration fees in this chapter. Only one registration tax m a y  be 

collected with respect to the same motor vehicle in the year for which 

the tax is paid.

(d) If a person has paid both the registration fee levied in §§ 411 and 

421 of this chapter and the registration Lax levied in this section, and 

the department determines that the payor is entitled to a refund in whole 

or in part of the registration Lax, the department shall mak e  the refund 

to which the person is entitled. N o  refund m a y  be made unless 

application for a refund is filril with the department by December 31 

of the year following the year for which the refund is claimed.

(e) The department shall refund money collected under this section, 

less five per cent as collection costs, to a municipality for which the 

money was collected, as determined by (1) the address of residence of 

an individual required to pay the Lax, or (2) the situs of the vehicle if 

the vehicle is not owned by an individual; the Lax situs is the location 

at which the motor vehicle is usually, normally, or regularly kept or 

used. For the first year in which the Lax is levied within a municipality,

40
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the department m a y  rptain actual costs of collection of the tax within 

the municipality as determined by the department.

(f) Mo n e y  received by an organized borough under this section shall 

be allocated by the borough by ordinance for city, area outside city, and 

service area purposes within the borough.

(g) Payment of the registration tax is in lieu of all local use taxes and 

ad valorem taxes on motor vehicles subject to the tax. N o  municipality 

which elects to come under the provisions of this section m a y  levy use 

or ad valorem taxes on motor vehicles subject to the registration tax 

during a fiscal year in w-hich the election is in effect. (§ 7 ch 178 S L A  

1978)

Sec. 28.10.441. Schedule of other fees and charges. The following 

fees and charges are imposed by the department for the stated services 

which it provides:

(1) title fee (including transfer of title) ...................... $ 5;

(2) lien filing fee ............................................ 5 5;

(3) replacement of any registration plate set, including special request

plates........................................................... 5 5;

(4) duplicate of original certificate of title................... 5 5;

(5) duplicate of certificate of registration ....................$ 2;

(6) temporary preregistration per .lit issued' under § 31 of this

chapter.........................................................none;

(7) special transport permit issued under § 151 of this chapter. $ 5;

(8) special permit for vehicle used for transport of disabled or

handicapped person as provided in A S  28.10.215 ............... none.

(§ 7 ch 178 S L A  1978)

Article G. Registration and Title Violations.

Section
451. Unlawful to violate provisions 

requiring registration ami title 
461. Driving vehicle without evidence of 

registration 
471. Driving vehicle when registration 

suspended or revoked or permit expired

See‘.ion
481. Improper use o f evidence of 

registration or certificate o f title 
491. Felonies relating to title, registration, 

identification number, and removal 
and representation o f vehicles

Sec. 28.10.451. Unlawful to violate provisions requiring 

registration and title. N o  person m a y  wilfully attempt to defeat the 

provisions of this chapter or wilfully fail to title or register a vehicle as 

required by this chapter, or otherwise wilfully fail to comply with the 

requirements of this chapter. (§ 7 ch 178 S L A  1978)

Sec. 28.10.461. Driving vehicle without evidence of registration. 

Except as otherwise expressly permitted in this chapter, no person m a y  

dnve or move, nor m a y  an owner knowingly permit to be driven or

41
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O M M I T T E E  R E P O R T  

S E N A T E

i fli/hli FURTHER:

Da te

M r .  P r e s i d e n t  
The Comm i t tee  on t i l . J. .1 c o n s i d e r e d

L, .

and (a m a j o r i t y  o f  t h e  com m i t tee)  ( t h e  com m i t te e )  r e p o r t s  i t  b a c k  w i t h  
t h e  f o l 1o w in g  r e c om m enda t io n s :

do pass
do pass w i t h  a t t a c h e d  amendment(s )
r e p l a c e  w i t h / o r  a d o p t  CS f o r  _______________________________________________
new t i t l e
same t i t l e  and  recommends
and a t t a c h e d  a " L E T TER  OF IN TENT "  
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[ ] NEW F IS C A L  NOTE

Comm it tee
MEMBERS S IGN ING 
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS

<J / ]  A
 ---

- ________

y  s / s  /-v
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3 CSHB 505(JUD)

I  COMMITTEE SUBSTITUTE FOR HB 505(JUD), WHILE LENGTHY, IS A RELATIVELY
I  STRAIGHTFORWARD CLEANUP AND UPDATE OF THE PENALTY PROVISIONS IN THE
I  INSURANCE CODE, THE FIRST FUNCTION OF THIS BILL IS TO CONSOLIDATE THE
I  CRIMINAL PENALTIES OF THE INSURANCE CODE IN A SINGLE SECTION,
£ SEC,21,35.360, THERE ARE NO NEW CRIMINAL PENALTIES CREATED, BUT THERE
I  ARE SOME UPGRADES,

I  THE SECOND FUNCTION OF THIS BILL IS TO ESTABLISH AN ADMINISTRATIVE
I  PENALTY FOR ANY VIOLATION OF THE INSURANCE CODE. IN MANY CASES THERE IS
I  NO ADMINISTRATIVE OR CIVIL PENALTY FOR A VIOLATION OF THE CODE. AS A
I  DISTRICT ATTORNEY IS OFTEN TIMES INVOLVED IN MORE PRESSING MATTERS,
| VIOLATIONS OF THE INSURANCE CODE GO UNPUNISHED.

I  THE THIRD ELEMENT OF THIS BILL DEALS WITH A GROWING CONCERN AMONGST
I  INSURANCE REGULATORS CONCERNING INFORMATION SOUGHT DURING INVESTIGATIONS
I  OF CRIMINAL ACTIVITIES, THIS NEW PROVISION WOULD GRANT IMMUNITY TO
I  INDIVIDUALS PARTICIPATING IN AN INVESTIGATION,

I CSHB 505(JUD) IS SUPPORTED BY THE DIVSION OF INSURANCE, I RECOMMEND
I  PASSAGE OF THIS LEGISLATION,

I  ADDITIONAL INFORMATION

I  SENATOR PETTYJOHN HAS BEEN REVIEWING THIS TOPIC AND WOULD BE HAPPY TO
I  ANSWER ANY PERTINENT QUESTIONS,
h



S E C T I O N  JY S E C T I O N  A N A L Y S I S  O F  C S H B  5 0 5  (J u d )  5 / 1 / S 4

T h i s  p r o p o s a l *  w h i l e  l e n g t h y *  i s  a r e l a t i v e l y  s t r a i g h t f o r w a r d  c l e a n u p  and 
u p d a t e  o f  t h e  p e n a l t y  p r o v i s i o n s  i n  t h e  i n s u r a n c e  c o d e .  The f i r s t  
f u n c t i o n  o f  t h i s  b i l l  i s  t o  c o n s o l i d a t e  t h e  c r i m i n a l  p e n a l t i e s  o f  t h e  
in f3u rance  code  i n  a s i n g l e  s e c t i o n *  S e c . 21.35.350. T h e r e  a r e  no NEW 
c r i m i n a l  p e n a l t i e s  c r e a t e d ,  b u t  t h e r e  a r e  some u p g r a d e s .  C u r r e n t l y ,  an y  
v i o l a t i o n  o f  T i t l e  21 ( the  i n s u r a n c e  co d e ) ,  i s  a m isdemeano r  u n l e s s  
o t h e r w i s e  s p e c i f i c a l l y  l a b e l e d .
The  second  f u n c t i o n  o f  t h i s  b i l l  i s  t o  e s t a b l i s h  an a d m i n i s t r a t i v e  
p e n a l t y  f o r  a n y  v i o l a t i o n  o f  t h e  i n s u r a n c e  c o d e .  I n  many ca ses  t h e r e  i s  
no a d m i n i s t r a t i v e  o r  c i v i l  p e n a l t y  f o r  a v i o l a t i o n  o f  t h e  c o d e .  T h i s  
means t h a t  t h e  v i o l a t o r  g e t s  away w i t h  t h e  a c t .  s i n c e  a d i s t r i c t  a t t o r n e y  
i s  g o i n g  t o  be l e s s  th a n  enamored w i t h  p r o s e c u t i n g  as a m isdemeano r  some 
o f  t h e  t e c h n i c a l  v i o l a t i o n s  ue see  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  co de .
T h i s  b i l l  s e t s  up a d u a l  c o u r s e ,  w he re  an a d m i n i s t r a t i v e  remedy and a 
c r i m i n a l  remedy w i l l  be a v a i l a b l e  f o r  an y  v i o l a t i o n  o f  t h e  c o d e .  T h i s  i s  
a c c o m p l i s h e d  b y  c h a n g i n g  a l l  t h e  p r e s e n t  c r i m i n a l  l a n g u a g e  t o  c i v i l  
p e n a l t y  l a n g u a g e .  I n  d o i n g  t h i s ,  t h e  p e n a l t y  l e v e l s ,  w h i c h  ha ve  n o t  been 
chan ged  s i n c e  1955. ha ve  been r e v i e w e d  and u p g r a d e d .  L anguage  t o  c l a r i f y  
t h a t  a h e a r i n g  must be h e l d  b e f o r e  im p o s i t i o n  o f  p e n a l t i e s  was added i n  
H o u b b  J u d i c i a r y
The  t h i r d  e l em en t  o f  t h i s  b i l l  d e a l s  w i t h  a g r o w i n g  c o n c e r n  amongst 
i n s u r a n c e  ' e g u l a t o r s  c o n c e r n i n g  i n f o r m a t i o n  s o u g h t  d u r i n g  i n v e s t i g a t i o n s  
o f  c r i m i n a l  a c t i v i t i e s .  In  r e c e n t  months a number o f  f r a u d  i n v e s t i g a t i o n s  
ha ve  commenced i n  t h e  w es t ,  some i n  w h i c h  o u r  d i v i s i o n  i s  p a r t i c i p a t i n g .  
The  c h a l l e n g e  we c u r r e n t l y  f a c e  i s  t h a t  t h e r e  i s  no im m u n i t y  a v a i l a b l e  
f o r  p e r s o n s  B h a r i n g  o r  p r o v i d i n g  i n f o r m a t i o n .  T h i s  f a c t  has impeded a 
number o f  i n v e s t i g a t i o n s  a c r o s s  t h e  c o u n t r y .  In  some ca ses  o t h e r  
i n s u r a n c e  r e g u l a t o r s  a r e  w i l l i n g  t o  a c t  as o u r  a g e n t  i n  s e c u r i n g  
i n f o r m a t i o n  b u t  ha ve  no p r o t e c t i o n  i f  t h e y  do so .  P r e s e n t l y  two s t a t e s  
h a ve  a d o p te d  l e g i s l a t i o n  t h a t  d e a l s  w i t h  t h i s  i s s u e .  We ha ve  used a model 
t h a t  t r a c k s  a N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C om m is s io n e r s  mode l .

S e c t i o n  1. Page 1. l i n e s  9-16.
T h i s  i s  a new c i v i l  p e n a l t y  s e c t i o n  t h a t  f i n e s  an i n s u r e r  who f a i l s  t o
s u b m i t  i t s  a n nua l  f i n a n c i a l  s t a t e m e n t  when due .  I t  a l s o  g i v e s  t h e
d i r e c t o r  t h e  a u t h o r i t y  t o  suspend  th e  a c t i v i t i e s  o f  an i n s u r e r  who f a i l s  
t o  B u bm i t  th e  s t a t e m e n t  when due .  The c o n c e r n  h e r e  i s  t h a t  t h e  s t a t e m e n t  
i s  t h e  d i r e c t o r ’ s p r i n c i p a l  t o o l  i n  d e t e r m i n i n g  th e  f i n a n c i a l  h e a l t h  o f
an i n s u r e r  and i t s  absence  l e a v e s  t h a t  h e a l t h  i n  q u e s t i o n .

S e c t i o n  2. Page 1. l i n e s  17-26.
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  The  s e c t i o n  d e a l s  w i t h  
v i o l a t i o n s  o f  AS 21.09.220-250. w h i c h  i s  t h e  s e c t i o n  on th e  
c o u n t e r s i g n a t u r e  law w h i c h  i s  i n  th e  p r o c e s s  o f  r e p e a l ,  and w i t h  w r i t i n g  
t h r o u g h  u n l i c e n s e d  a g e n t s .  The c u r r e n t  c r i m i n a l  p e n a l t y  i s  t r a n s f e r r e d  to  
S e c t i o n  10 [ s e e  Se c .  21.36.360(1) ] .



S e c t i o n  3. Page 1, l i n e s  27-29 it page 2. l i n e s  1-11.
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  AS 21.22 i s  t h e  i n s u r a n c e  
h o l d i n g  company a c t  w h i c h  i s  c o n c e r n e d  w i t h  t h e  a c q u i s i t i o n  o f .  c o n t r o l  
o f .  o r .  m e r g e r  w i t h  a d o m e s t i c  i n s u r a n c e  company .  The c u r r e n t  c r i m i n a l  
p e n a l t y  i s  t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  Sec .  21 .36 .360(h) ] .

S e c t i o n  4. Page 2. l i n e B  12-17.
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  AS 21.27 i s  t h e  i n s u r a n c e  
a g e n t s ,  b r o k e r s ,  s o l i c i t o r s ,  and a d j u s t e r s  l i c e n s i n g  a c t .  The  c u r r e n t  
c r i m i n a l  p e n a l t y  i s  t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  Sec .  21.36.350<j ) ] .

S e c t i o n  5. Page 2. l i n e s  18-24.
T h i B  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  w i t h  r e p o r t i n g  o f  
p rem iums t o  an i n s u r e r  b y  a l i c e n s e e .  The c u r r e n t  c r i m i n a l  p e n a l t y  i s  
t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  Sec .  21.36.360(n ) ] .

S e c t i o n  6. Page 2. l i n e s  25-29 it page  3. l i n e s  1-4.
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  i s  c o n c e r n e d  w i t h  t h e  
mon ies  a l i c e n s e e  r e c e i v e s  as p rem ium f rom  an i n s u r e d  o r  as r e t u r n  
p rem ium f rom  an i n s u r e r .  These  a r e  t r u s t  f u n ds  and t h e i r  m isuse  o r  
m i s a p p r o p r i a t i o n  i s  a m a t t e r  o f  p a r t i c u l a r  c o n c e r n  to  t h e  d i v i s i o n .  The  
c u r r e n t  c r i m i n a l  p r o v i s i o n  i s  t r a n s f e r r e d  to  S e c t i o n  10 [ s e e  Sec .
2 1 .3 6 .360(b)(5)3.

S e c t i o n  7. Page 3. l i n e s  5-17.
T h i s  s e c t i o n  d e a l s  w i t h  th e  p e n a l t i e s  f o r  v i o l a t i o n  o f  t h e  l i c e n s i n g  law .  
The  p r i n c i p a l  c hange  h e r e  i s  an u p g r a d i n g  o f  t h e  amount o f  p e n a l t y .

S e c t i o r  8. Page 3. l i n e s  18-27.
T h i s  s e c t i o n  u p g r a d e s  the  f i n e  a p p l i e d  i n  l i e u  o f  s u s p e n s io n ,  r e v o c a t i o n ,  
o f  r e f u s a l  t o  rsnew  a l i c e n s e  f rom  $500 t o  $2500.

S e c t i o n  9. Page 3. l i n e B  28-29 it page 4, l i n e s  1-9.
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  w i t h  p e r s o n s  
r e f u s i n g  e x a m i n a t i o n  by  t h e  d i r e c t o r  o f  t h e i r  a c t i v i t i e s  i n  t h e  s u r p l u s  
l i n e s  m a r k e t .  The  c u r r e n t  c r i m i n a l  p e n a l t y  i s  t r a n s f e r r e d  to  S e c t i o n  10 
[ s e e  Sec .  21.36.360(1 ) 3.

S e c t i o n  10. Page 4. l i n e s  10-29. a l l  o f  pages  5-9 8< page 10. l i n e s  1-21. 
T h i n  s e c t i o n  c e n t r a l i z e s  t h e  c r i m i n a l  p r o v i s i o n s  o f  th e  i n s u r a n c e  c o d e .  
The  c h a p t e r  i n t o  w h i c h  t h i s  has been i n s e r t e d  i s  th e  t r a d e  p r a c t i c e s  and 
f r a u d s  c h a p t e r ,  a l o g i c a l  p l a c e  t o  l o o k  f o r  t h e se  p r o v i s i o n s .  The  new 
s e c t i o n  a l s o  d e a l s  w i t h  i n v e s t i g a t i o n  i n f o r m a t i o n  c o n f i d e n t i a l i t y  and 
im m u n i t y .

Sec 21 .36 .360(a) .  Page 4. l i n e s  10-16.
T h i B  s u b s e c t i o n  p r o h i b i t s  f r a u d u l e n t  and c r i m i n a l  a c t s  and p r o v i d e s  t h a t



t h e  c r i m i n a l  p e n a l t i e s  a r e  i n  a d d i t i o n  t o  c i v i l  p e n a l t i e s .  We h a ve  made a 
d i s t i n c t i o n  b e te o e e n  f r a u d u l e n t  and c r i m i n a l  be cause  o f  t h e  c o n n o t a t i o n  
a s s o c i a t e d  w i t h  t h e  te rm  " f r a u d u l e n t " .  The wo rd  as used i n  t h i s  s e c t i o n  
g e n e r a l l y  means t o  i n t e n t i o n a l l y  i n j u r e ,  d e f r a u d ,  o r  d e c e i v e .

Sec 21 .36 .360(b)(1) .  Page 4. l i n e s  17-22.
T h i s  s e c t i o n  i s  d rawn  f rom  th e  c u r r e n t  AS 21 .35.180(a),  w h i c h  i s  r e p e a l e d  
i n  S e c t i o n  22. No s u b s t a n t i v e  c h an ge .

Sec 21.36.360(b )(2)-(3). Page 4, l i n e s  23—29 & page  5, l i n e s  1—2.
These  s e c t i o n s  a r e  d rawn  f rom  t h e  c u r r e n t  AS 21.36.200. w h i c h  i s  r e p e a l e d  
i n  S e c t i o n  22. No s u b s t a n t i v e  c h an ge .

Sec 21 .36 .360(b)(4) .  Page 5. l i n e s  3-9.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21 .36.180(b),  w h i c h  i s  r e p e a l e d  
i n  S e c t i o n  22. No s u b s t a n t i v e  ch an ge .

Sec 21 .36 .360(b)(5) .  Page 5. l i n e s  10-12.
T h i s  s e c t i o n  i s  d rawn  f rom  th e  c u r r e n t  AS 21.27.360(c) w h i c h  i s  amended 
i n  S e c t i o n  6. No s u b s t a n t i v e  c h a n ge .

Sec 21.36 .360(b)(6) .  Page 5. l i n e s  13-14.
T h i B  s e c t i o n  e f f e c t i v e l y  u p g r a d e s  t h e  c r i m i n a l  o f f e n s e  o f  f a i l i n g  t o  pa y  
a t a x  l i a b i l i t y  u n de r  t h i B  t i t l e ,  d e p e n d in g  on t h e  amount th e  p e r s o n  has 
f a i l e d  to  p a y .  I t  i s  c u r r e n t l y  a m isdemeano r  u n d e r  t h e  g e n e r a l  p e n a l t y  
s e c t i o n  o f  th e  i n s u r a n c e  c o d e .  AS 21.90.020.

Sec 21.36..360(c). Page 5. l i n e s  15-23.
T h i s  B e c t i o n  i b  d rawn  f rom t h e  c u r r e n t  AS 21.69.060 w h i c h  i s  amended i n  
S e c t i o n  14. I t  d e a l s  w i t h  s o l i c i t a t i o n  to  fo rm  an i n s u r e r  w i t h o u t  a 
s o l i c i t a t i o n  p e r m i t .  No s u b s t a n t i v e  ch an ge .

Sec 21. 36. 360 (d ) - (e ) . Page 5, l i n e B  24-29 & page 6. l i n e s  1-5. 
These  s e c t i o n s  a r e  d rawn  f rom t h e  c u r r e n t  AS 21.06.170(e) w h i c h  i s  
r e p e a l e d  i n  S e c t i o n  22. and d e a l s  w i t h  p e r j u r y  :n  an e x a m i n a t i o n ,  
i n v e s t i g a t i o n  o r  h e a r i n g  o f  t h e  d i v i s i o n .  No s u b s t a n t i v e  c h a n ge .

Sec 21 .36 .360( f) .  Page 6. l i n e s  6-10.
T h i s  s e c t i o n  i s  d rawn  from the  c u r r e n t  AS 21.69.210 and d e a l s  w i t h  f a l s e  
a c c o u n t s ,  do cum en ts ,  o r  a d v e r t i s e m e n t s  i n  f o r m i n g  an i n s u r e r .  See S e c t i o n  
15. No s u b s t a n t i v e  ch an ge .

Sec 21 .36 .360(g) .  Page 6» l i n e s  11-14.
T h i s  s e c t i o n  i s  d rawn  f rom th e  c u r r e n t  AS 21.69.390 and d e a lB  w i t h  t h e  
rem ova l  o r  c o n c e a lm e n t  o f  r e c o r d s  o f  a d o m e s t i c  i n s u r e r .  See S e c t i o n  16. 
No s u b s t a n t i v e  ch a n ge .



•  •

Sec 21 .36 .360(h) .  Page 6. l i n e s  15—16.
T h i s  s e c t i o n  i s  d rawn  f rom th e  c u r r e n t  AS 21.22.170 and d e a l s  w i t h  
i n s u r a n c e  h o l d i n g  c om pan ie s .  See S e c t i o n  3. No s u b s t a n t i v e  ch a n ge .

Sec 21 .36 .360( i ). Page 6. l i n e s  17-28.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.09.250-260 and d e a l3  w i t h  
t h e  w r i t i n g  o f  b u s i n e s s  b y  i n s u r a n c e  c om pan ie s  t h r o u g h  p e r s o n s  n o t  
l i c e n s e d  b y  t h i s  s t a t e .  See S e c t i o n  2. No s u b s t a n t i v e  ch a n ge .

Sec 21.36.350( j ). Page 6. l i n e  29 & page  7. l i n e s  1-12.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.27.010(d) .  AS 21,66.160. and 
AS 21.84.420(a) and d e a l s  w i t h  a g e n t s ,  b r o k e r s ,  s o l i c i t o r s ,  and a d j u s t o r s  
l i c e n s i n g .  See S e c t i o n s  4. 12. and 18. No s u b s t a n t i v e  c h an ge .

Sec 21.36.360(k ). Page 7. l i n e s  13-21.
T h i s  s e c t i o n  i s  d rawn  f rom t h e  c u r r e n t  AS 21.27.370 i n  t h e  l i c e n s i n g  
c h a p t e r  w h i c h  r e q u i r e s  a l l  p a r t i e s  to  t h e  i n s u r a n c e  t r a n s a c t i o n  ha ve  th e  
a p p r o p r i a t e  l i c e n s e .  The p e n a l t y  i s  d rawn  f rom  t h e  g e n e r a l  p e n a l t y  
s e c t i o n .  AS 21.90.020. No s u b s t a n t i v e  ch a n ge .

Sec 21.36.360(1). Page 7. l i n e s  22-26.
T h i s  s e c t i o n  i s  d rawn  f rom t h e  c u r r e n t  AS 21.33.320 d e a l i n g  w i t h  
e x a m i n a t i o n  o f  s u r p l u s  l i n e s  t r a n s a c t i o n s .  See S e c t i o n  9. No s u b s t a n t i v e  
ch an ge .

Sec 21.36.360(m). Page 7. l i n e s  27-29 & page 8. l i n e  1.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.69.510(a) d e a l i n g  w i t h  
u n a u t h o r i z e d  d i v i d e n d s  o f  a d o m e s t i c  i n s u r e r .  See S e c t i o n  17. No 
s u b s t a n t i v e  c h a n ge .

Sec 21.36.360(n ). Page 8. l i n e s  2-6.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.27.360 d e a l i n g  w i t h  a g e n t s
and b r o k e r s  t r u s t  a c c o u n t s .  See S e c t i o n  5 No s u b s t a n t i v e  ch ange .

Sec 21 .36 .360(o) .  Page 8. l i n e s  7-10.
T h i s  s e c t i o n  i s  d rawn  f rom th e  c u r r e n t  AS 21.36.200 w h i c h  i s  r e p e a l e d  i n
S e c t i o n  21. I t  d e a l s  u i t h  f a l s e  a p p l i c a t i o n s  f o r  i n s u r a n c e .  No 
s u b s t a n t i v e  ch a n ge .

Sec 21.36.360(p ) . Page 8. l i n e s  11-12.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.90.020, the  g e n e r a l  p e n a l t y  
s e c t i o n  o f  t h e  i n s u r a n c e  c o d e .  See S e c t i o n  20. No s u b s t a n t i v e  ch an ge .

Sec 21. 36. 360 (q ) . Page 8, l i r . e s  13-28.
T h i s  s u b s e c t i o n  e s t a b l i s h e s  t h f  l e v e l  o f  c r i m i n a l  v i o l a t i o n  i n  each  o f



t h e  a c t i v i t i e s  d e s c r i b e d  i n  t h e  s e c t i o n .  i . e . ,  w h e t h e r  i t  i s  a c l a s s  B 
f e l o n y *  c l a s s  C f e l o n y ,  c l a s s  A m isdemeano r ,  o r  a c l a s s  B m isdemeano r .

Sec 21.36.370. Page 8. l i n e  29 & page 9. l i n e s  1-9.
T h 1 3  s e c t i o n  i s  d rawn  f rom t h e  c u r r e n t  A5 21.36.180(b) w h i c h  i s  r e p e a l e d  
i n  S e c t i o n  22. No s u b s t a n t i v e  ch an ge .

Sec 21.36.380. Page 9. l i n e s  10-15.
T h i s  i s  a new p r o v i s i o n  w h i c h  r e q u i r e s  t h a t  c l a im s  fo rm s  c o n t a i n  a 
w a r n i n g  t h a t  f a l s i f i c a t i o n  i s  a f e l o n y .

Sec 21.36.390. Page 9. l i n e s  17-27.
T h i s  i s  a new r e q u i r e m e n t  r e q u i r i n g  i n s u r e r s  t o  a d v i s e  t h e  d i r e c t o r  when 
t h e y  ha ve  k n ow le d g e  o t  a f r a u d u l e n t  c l a im .  I t  a l s o  p r o v i d e s  im m u n i t y  f rom  
c i v i l  l i a b i l i t y  f o r  p e r s o n s  p r o v i d i n g  su ch  i n f o r m a t i o n  w i t h o u t  m a l i c e .

Sec 21.36.400. Page 9. l i n e s  28-29 & page 10. l i n e s  1-13.
T h i s  i f , a new s e c t i o n .  I t  p r o v i d e s  c o n f i d e n t i a l i t y  f o r  d a t a  r e c e i v e d  
u n d e r  S e c . 21.36.390. P r e s e n t l y  i n v e s t i g a t i o n s  a r e  c o n s i d e r e d  e x a m i n a t i o n  
o f  th e  i n s u r e r  and a r e  c o n f i d e n t i a l  w h i l e  n e c e s s a r y ,  b u t  t h i s  i s  n o t  t r u e  
when an i n s u r e r  i s  n o t  i n v o l v e d  t h u s  im p e d in g  i n v e s t i g a t i o n .

Sec 21.36.410. Page 10. l i n e s  14-21.
T h i s  i s  an im p o r t a n t  new p r o v i s i o n  t h a t  e n a b l e s  t h e  d i r e c t o r  t o  
e f f e c t i v e l y  s h a r e  i n v e s t i g a t i v e  f u n c t i o n s  w i t h  o t h e r  s t a t e s .  I t  a l l o w s  
t h e  d i r e c t o r  t o  d e s i g n a t e  a n o t h e r  s t a t e  to  a c t  on h i s  b e h a l f  and 
v i c e - v e r s a .  The  i n f o r m a t i o n  w ou ld  be i n  th e  p a r t i c i p a t i n g  s t a t e  as w e l l  
as  t h e  p r i n c i p l e  s t a t e .  T h i s  w o u ld  be a v a l u a b l e  t o o l  i n  i n v e s t i g a t i n g  
v i o l a t i o n s  o f  t h e  i n s u r a n c e  code  b y  non r e s i d e n t s .  F u r t h e r ,  t h e  s h a r i n g  
o f  th e  d a t a  w i l l  b e t t e r  e n a b l e  us t o  head o f f  p r o b le m s  b e f o r e  t h e y  a r e  
s u f f i c i e n t l y  e n t r e n c h e d  and ca u se  l o s s  t o  th e  i n s u r e d s  i n  t h i s  s t a t e  and 
t h e  i n s u r e r .

S e c t i o n  11. Page 10. l i n e s  22-29 & page 11, l i n e s  1-5.
T h i s  s e c t i o n  u p g r a d e s  t h e  r a t e  law p e n a l t y  p r o v i s i o n s  to  make them more 
m e a n i n g f u l .  P r e s e n t l y  th e  g a i n  f rom a v i o l a t i o n  o f  t h a t  law  may w e l l  
e x c e e d  t h e  l o o s  f rom a p e n a l t y  a p p l i c a t i o n .  W i t h  t h i s  new p r o v i s i o n ,  t h a t  
w o u ld  no l o n g e r  be th e  c a s e .

S e c t i o n  12. Page 11. I i n e 3  6-17.
T h i3  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  w i t h  d o i n g  a t i t l e  
i n s u r a n c e  b u s i n e s s  w i t h o u t  an e f f e c t i v e  c e r t i f i c a t e  o f  a u t h o r i t y .  The  
c u r r e n t  c r i m i n a l  p r o v i s i o n  i s  t r a n s f e r r e d  to  S e c t i o n  10 [ s e e  Sec .
21. 36. 330 (j ) 1.

S e c t i o n  13. Page 11. l i n e s  18-29 & page  12. l i n e s  1-3.
T h i s  s e c t i o n  s u b s t a n t i a l l y  u p g r a d e s  t h e  t i t l e  i n s u r a n c e  r a t e  law
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p e n a l t i e s .  The g a i n  f rom w r i t i n g  a t i t l e  i n s u r a n c e  p o l i c y  a t  an 
i n a p p r o p r i a t e  r a t e  i s  f a r  more p r o f o u n d  t h a n  i n  a p r o p e r t y / c a s u a l t y  
s i t u a t i o n .  I t  i s  a l s o  more l i k e l y  t o  o c c u r .

S e c t i o n  14. Page 12. l i n e s  4-9.
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  AS 21.69 d e a l s  w i t h  t h e  
o r g a n i z a t i o n  and c o r p o r a t e  p r o c e d u r e s  o f  d o m e s t i c  i n s u r e r s .  The  c u r r e n t  
c r i m i n a l  p e n a l t y  i s  t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  Sec .  21 .36 .360(c) ] .

S e c t i o n  15. Page 12. l i n e s  10-19.
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  T h i s  s e c t i o n  d e a l s  w i t h  
d e l i b e r a t e  f a l s i f i c a t i o n  o f  company r e c o r d s .  The  c u r r e n t  c r i m i n a l  p e n a l t y  
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INTRODUCTION
SRI I n t e r n a t i o n a l  has c o n c l u d e d  t h a t  p l a s t i c  p i p e  is a 

fire h a z a r d  w h e n  u s e d  for drain, w a s t e  and v e n t  p i p e  and that 

its use sh ould not be a p p r o v e d  u nless safe m i t i g a t i o n  m e a s u r e s  

can be proposed, t ested  and  approved. SRI h a s  a l s o  r e c o m­

men d e d  that C P 7 C  and PB p i p e  s hould n ot be a p p r o v e d  for d r i n k­

ing w a t e r  un til they are s u b j e c t  to f u r t h e r  l e a c h i n g  tests. 

Prior l e a chin g t ests h a v e  shown c a r c i n o g e n i c  c h e m i c a l s  l e a c h­

ing from C P V C  pipe.

SRI I n t e r n a t i o n a l  also c o n c l u d e d  that use of p l a s t i c  p i p e  

does n o t  save a s i g n i f i c a n t  a m o u n t  of m o n e y  in home c o n s t r u c­

tion and that m e t a l  p i p e  is g e n e r a l l y  safe. SRI r e c o m m e n d s  

t e sti ng of the solve nts w h i c h  are u s e d  to g l u e  t o g e t h e r  p i e c e s  

of p l a s t i c  pipe. Those s o l v ents m a y  be h a r m f u l  to w o r k e r s  w h o  

install pipe and b r e a t h e  the s o l v e n t  fumes or get the solv e n t s  

on their hands.

This Statv 3 R e p o r t  r e v i e w s  the key issues a nd p r o v i d e s  

e x c e r p t s  from S R I ' s  " E n v i r o n m e n t a l  R e v i e w  Document" (ERD) of 

March, 1983. The ERD is the first stage of a t h r e e - s t a g e  p r o­

cess c u l m i n a t i n g  in an E n v i r o n m e n t a l  I m pac t R e p o r t  on p l a s t i c  

pipe. The Ca. ifornia D e p a r t m e n t  of H o u s i n g  and C o m m u n i t y  

D e v e l o p m e n t  is p r o p o s i n g  to a p p r o v e  the e x p a n d e d  use of p l a s­

tic pipe for d r i n k i n g  w a t e r  and drain, w a s t e  and v e n t  pipe. 

T’-e D e p a r t m e n t  has h i r e d  SRI Interna tional, as its c o nsul tant, 

to prepar e the ERD. The second stage of the p r o c e s s  w i l l  

c o n s i s t  of p e r f o r m i n g  tne testing r e c o m m e n d e d  by SRI. The 

third stage of the p r o c e s s  w i l l  be p r e p a r a t i o n  of an E I R  b a s e d  

on the ERD and on the test results.



DRINKING WATER CONTAMINATION
One of t h e  k e y  i ssues is how m u c h  t o x i c  c h e m i c a l s  leach 

f r o m  p l a s t i c  p i p e  into d r i n k i n g  water. T h e  ERD c a r e f u l l y  

a n a l y z e d  the few tests that have b e e n  p e r f o r m e d  on p l a s t i c  

pipe. The p l a s t i c s  i n d u s t r y  s u b m i t t e d  s e v e r a l  of its own 

tests for r e v i e w  b y  SRI. The i n d ustry c l a i m e d  t h e i r  tests 

p r o v e d  the s a f e t y  of p l a s t i c  pipe. A f t e r  e x a m i n a t i o n  of the 

i n d u s t r y  t e s t  ', the ERD  f o u n d  tha t i n d ustr y tests d i d  not 

p r o v e  m u c h  at all. The E R D  d e s c r i b e s  these t ests w i t h  such 

p h r a s e s  as: " U n f o r t u n a t e l y ,  little can be i n f e r r e d  from the

d a t a ; . . . "  (p. IV A - 3 7 ) ; ’The s e  data have l i m i t e d  use, h o w e v e r

b e c a u s e  of the lack of q u a l i t y  assura n c e . . . "  (p. IV A-48); and 

"This r e port suffer!' f r o m  s e rious limitati ons." (p. IV A - 5 0 ) .

However, the IRD does c o n f i r m  l eaching of c a r c i n o g e n s  

from p l a s t i c  p i p e  into w a t e r  and recomm e n d s  f u rther testing. 

SRI states:

"Scores of c h e m i c a l s  have b e e n  r e p o r t e d  as l e a c h­
ing from p l a s t i c  p i p e  and solvent c e m e n t s  into 
d r i n k i n g  w a t e r ,  but s u b s t a n t i a l  d i s a g r e e m e n t  e x i s t s  
a bout b o t h  the v a l i d i t y  of the findings and the 
i n t e r p r e t a t i o n  of the c o n c e n t r a t i o n s  found. E x i s t­
ing d a t a  are a d e q u a t e  to e s t a b l i s h  s u b s t a n t i a l  
l e a ching for o n l y  a few chemicals. Of these, c a r b o n  
t e t r a c h l o r i d e ,  p e r c h l o r o e t h y l e n e , and t r i c h l o r o -  
e t h y l e n e  a p p e a r  to have s u f f i c i e n t  t o x i c i t y  to be of 
p o s s i b l e  c u m u l a t i v e  c o n c e r n  at the levels suspected. 
However, w e  r e c o m m e n d  a d d i t i o n a l  w a t e r  q u a l i t y  t e s t­
ing to c l a r i f y  b o t h  the levels of those s u b s t a n c e s  
and those of o t h e r  s u s p e c t e d  and as y e t  u n k n o w n  
ones." (p. 2)

W i t h  r e s p e c t  to CPVC, a type of p l a s t i c  pipe, the ERD c o n­

firmed the p r e s e n c e  of a n u m b e r  of c a n c e r - c a u s i n g  substances:



". . . c h l o r o f o r m ,  d i c h l o r o m e t h a n e , c a r b o n  t e t r a­
chloride, t e t r a c h l o r o e t h e n e , t r i c h l o r o e t h e n e , and 
t o l u e n e  w e r e  found to h a v e  s i g n i f i c a n t l y  h i g h e r  
c o n c e n t r a t i o n s  in the test samples tha n in the c o n­
trols." (p. I V  A-26)

W i t h  r e s p e c t  to c a r b o n  t e t r a c h l o r i d e ,  the ERD e x p r e s s e d

s i g n i f i c a n t  concerns:

"The h e a l t h  e f f e c t  of p r i m a r y  c o n c e r n  for c a r b o n  
t e t r a c h l o r i d e  is cancer. (p. IV B-41)

"...the p l a u s i b l e  risk limit from e x p o s u r e  to c a r b o n  
t e t r a c h l o r i d e  a l o n e  f r o m  CP VC pipe is at the c o m­
mo n l y  a c c e p t e d  t h r e s h o l d  of r e g u l a t o r y  s i g n i f i­
cance." (p. IV B-43)

The E RD c o n f i r m e d  the p r e s e n c e  of some t o x i c  chemi cals,

and s t a t e d  that the p r e s e n c e  of o t h e r  toxic c h e m i c a l s  could

not be ruled out. M o r e  t e s t i n g  is r e c o m m e n d e d  to try to

d e t e r m i n e  w h e t h e r  a d d i t i o n a l  c a r c i n o g e n s  m ight be l e a c h e d  into

the water from C P V C :

"Finally, b e c a u s e  of the i n a d e q u a c i e s  of e x i s t i n g  
le a c h i n g  data, it is u n c l e a r  that these are the only 
c a r c i n o g e n s  th at m a y  leach into d r i n k i n g  w a t e r  f rom 
C P V C  pipe or that  the r e p o r t e d  leachate c o n c e n t r a­
tions are r e p r e s e n t a t i v e  of v a l u e s  that w o u l d  b e  
o b t a i n e d  rn real life s i t u a t i o n s . "  (p. IV B-74)

W i t h  r e s p e c t  to Pb, ar.other type of p l a s t i c  pipe, the

e x i s t i n g  data w a s  so p o o r  that m o r e  t e s t i n g  w a s  n e e d e d  to

r e s o l v e  legiti m a t e  h e a l t h  concerns:

"The l e a c h a b i l i t y  s t u di es of Pb w e r e  g e n e r a l l y  lower 
in q u a l i t y  than  those of CPVC." (p. IV A-56)

Thus, the ERD d e m o n s t r a t e s  that there is real c o n c e r n

about the a d d i t i o n  of toxi c and c a r c i n o g e n i c  c h e m i c a l s  to

d r i n k i n g  w a t e r  from p l a s t i c  pipe and that f u r the r t e s t i n g  is

n e e d e d  b e f o r e  such pipe can be e v a l u a t e d  for s a f e t y .
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T o x i c  c h e m i c a l s  in the soil can p e n e t r a t e  b u r i e d  p l a s t i c  

pipe. The ERD n o t e d  tha t s e veral of the tested c o m p o u n d s  are 

c a r c i n o g e n s  and t h a t  f u r t h e r  t e s t i n g  w a s  needed. (pp, I V  B-76 

to B-77) S u r p r i s i n g l y ,  the E R D  d o e s  n ot r e c o m m e n d  s p e cific 

t e s t i n g  to r e s o l v e  these questions. T e s t i n g  p l a s t i c  p i p e  for 

p e r m e a t i o n  b y  toxic c h e m i c a l s  in the soil is c r i t i c a l l y  i m p o r­

tant. It is a m a j o r  u n r e s o l v e d  issue at this stage of the 

p l a s t i c  p i p e  EIR.

FIRE HAZARDS
B e c a u s e  p l a s t i c  p i p e  burn s easily, an i m p o r t a n t  issue  is 

w h e t h e r  the web of p l a s t i c  drain, w a s t e  and vent (DWV) pipe 

r u n n i n g  t h rough the w a l l s  and c e i l i n g s  of f i r e - r a t e d  c o n s t r u c­

tion is safe. The ERD c o n c l u d e d  that p l a s t i c  pipe c a n n o t  be 

s a f e l y  s u b s t i t u t e d  for m e t a l  pip e in f i r e - r a t e d  c o n s t r u c t i o n :

"Fire safety is a v e r y  real c o n c e r n  w i t h  p l a s t i c  D W V  
pipe; ABS is c o m bustible, and PVC and CPVC w i l l  at 
l east soften and slump in lines. If these p l a s t i c s  
are insta l l e d  as d i r e c t  s u b s t i t u t e s  for metal, as 
they a l read y are in n o n - f i r e - r a t e d  residences, they 
w i l l  d e g rade the fire r e s i s t a n c e  of structures.
(p. V - 3 )

"A fire test c o n d u c t e d  in late 1982 ( W a r n o c k - H e r s e y ,
1982) i l l u s t r a t e d  q u i t e  e f f e c t i v e l y  that p l a s t i c  DWV 
systems can d r a s t i c a l l y  r e d u c e  the fire r e s i s t a n c e  
of a w a l l  w h e n  the p e n e t r a t i o n s  are not protected.
In this test, m e t a l  p l u m b i n g  w a s  r e p l a c e d  w i t h  p l a s­
tic counterpart s, i n c l u d i n g  the p i p e s  that p e n e­
trated the g y ^ s u m - b c a r d  w a l l  to support  p l a s t i c  
traps d i r e c t l y  e x p o s e d  to the test fires. A l t h o u g h  
the r eport m a k e s  no m e n t i o n  of sealing the p e n e t r a­
tion, this d e t a i l  is p r o b a b l y  of l itt le c o n s e q u e n c e  
b e c a u s e  the large a m o u n t  of e x p o s e d  p l astic soon 
ca u g h t  fire and c a r r i e d  the f l ames  into and through 
the wall. P l a sti c pipe c a n n oi be i n s t alled in such 
a f a sh ion w i t h o u t  d e s t r o y i n g  the fire e n d u r a n c e  of 
the w a l l .11 (p. IV D-8; e m p h a s i s  added)

- 4 -



M e a s u r e s  to r e d u c e  or m i t i g a t e  fire h a z a r d s  are a b s o­

lutely necessary. However, tne ERD o b s e r v e s  that t h e r e  are no

p r o v e n  m i t i g a t i o n  measures:

"Special and as y e t  u n d e v e l o p e d  or u n p r o v e n  c o n­
str u c t i o n  m e a s u r e s  i n v o l v i n g  a d d i t i o n a l  cost and 
care are n e e d e d  to s a t i s f y  code p e r f o r m a n c e  s t a n­
dard s  [with p l a s t i c  p i p e ] . (p. IV D-3)

"Suitable f i r e - s t o p p i n g  systems have n ot b e e n  d e m o n­
str a t e d  for [plastic] pipe  m a t e r i a l s ,  sizes, and
orientati ons; p a r t i c u l a r l y  of c o n c e r n  are large 
pi p e s  and v e r t i c a l  p e n e t r a t i o n s . "  (p. IV D-22)

N o t  only are these m e a s u r e s  unproven, but t h e y  are also

li k e l y  to create serious p r o b l e m s  for b u i l d i n g  i n s p e c t o r s  w h o

w i l l  n e e d  to insure that p l a s t i c  pipe has b e e n  safely

installed:

"However, at p r e s e n t  there do not appear to be
sp e c i f i c  o b s e r v a b l e  fea tures that  w o u l d  a ssu re a 
fire insp ector that a fire w a l l  w o u l d  r e tain its
rating  w i t h  p l a s t i c  plumbing. (p. 111-50)

"Code e n f o r c e m e n t  is likely to be a s i g n i f i c a n t
p r o b l e m  w i t h  p l a s t i c  pipes, and the r e s o u r c e s  for 
e n f o r c e m e n t  m u s t  be c a r e f u l l y  w e i g h e d  in d e v e l o p i n g  
code p r o v i s i o n s . "  (p. IV D-4)

N e w  m i t i g a t i o n  m e a s u r e s  and m o r e  inspec t i o n  time wil l

al m o s t  c e r t a i n l y  lead to i n c r e a s e d  costs:

"In v i e w  of the m o r e  s t r i n g e n t  d e s i g n  and i n s p e c t i o n  
r e q u i r e m e n t s  that are n e e d e d  to a c hieve an e q u i v a­
lent level of fire safety, the d i f f e r e n c e  in c o s t  of 
plastic, c o m pared  to metal, s y s t e m s  may be less than 
some be lieve." (p. IV D-27)

SMOKE TOXICITY
No t  o n l y  does p l a s t i c  pipe c r e a t e  o p e n i n g s  for flame 

spread w h e n  it burns, but it also p r o d u c e s  toxic smoke. The 

ERD r e p e a t e d l y  notes both the p o t e n t i a l  toxic smoke h a z a r d s  

from p l a s t i c  pipe and the need  for f u r ther t e s t i n g  of the



smoke t o x i c i t y  * For example, the ERD d e s c r i b e s  the h a z a r d

from p l a s t i c  pipe in just one d w e l l i n g  u n i t :

"However, if the p l a s t i c  pipe c o m p o n e n t s  w e r e  about 
e q u a l l y  d i v i d e d  b e t w e e n  A b S  and PVC, we w o u l d  e x p e c t  
b e t w e e n  10 and 15 p o u n d s  of HC1 to be g e n e r a t e d  [in 
a f i r e ] . This repres e n t s  a serious t o x i c a n t  
load... 10 to 15 p o u n d s  of HC1 c o u l d  p o i s o n  the air 
of 1,500 rooms." (p. IV E-14)

T h a t  a m o u n t  of tox ic gas r e l e a s e d  into the v e n t i l a t i o n  

sy s t e m  of a multi-unit,  m u l t i - s t o r y  b u i l d i n g  w o u l d  i n c rease 

d e a t h s  in the event of a serious  fire.

L e t h a l  e x p os ure to toxic gas is not the only c o n c e r n  from 

c o m b u s t i o n  effects. L o n g - t e r m  risks, such as cancer, are also 

p o s s i b l e :

"There have been c o n ce rns e x p r e s s e d  that, in a d d i­
tion to acute, p o t e n t i a l l y  lethal e f fects of toxic 
gases, l o n g -term i r r e v e r s i b l e  effects, i n c l u d i n g  
cancer, may r esult from expos ure to c o m b u s t i o n  p r o d­
ucts (Autian, 1970; PRC, 1980). Such e f fe cts m i g h t  
a r i s e  from expos u r e  to one fire or to many, as in 
the case of fire fighters.... Some c o m p o n e n t s  g i v e n  
of f  d u r i n g  d e g r a d a t i o n  of PVC plastics, such as 
b e n z e n e  and vinyl chloride, are known c a r c i n o­
gen s ;..." (p. IV E-19)

ABS p r o d u c e s  h y d r o g e n  c y anide (HCN) gas w h e n  it burns. (ABS

is the m o s t  commo n p l a s t i c  used for drain, w a s t e  ar^ vent.)

The ERD d e s c r i b e s  hydrogen cyanide as follows:

" W i t h o u t  question, HCN is one of the most lethal 
s u b s t a n c e s  known. The gas p r o duc es a type of a n o x i a  
r e f e r r e d  to as histotoxic....  O t h e r  sources i n d i­
cate that b e t w e e n  300 and 350 ppm can cause death 
w i t h i n  10 minutes.... The s h o r t - t e r m  e x p o s u r e  limit 
for HCN is 15 ppm." (p. IV E-20)

Of course, in fires i n dividuals may be e x p o s e d  to smoke 

other than from plastic  pipe, and it is e x t r e m e l y  d i f f i c u l t  to 

e s t i m a t e  the specific role of toxic gas from p l a s t i c  pipe.
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N e v e r t h e l e s s ,  the ERD e s t i m a t e s  that these c h e m i c a l s  m a y  c o n­

trib u t e  to 10 or 20 p e r c e n t  of the deaths:

" E p i d e m i o l o g i c a l  d a t a  f r o m  real fires are i n s u f f i c i­
ent for c o n c l u d i n g  a n y t h i n g  o t h e r  than that C O  is 
the m a j o r  cause  of fire death, and that HCN  or o t h e r  
toxic gas es m a y  c o n t r i b u t e  to d e a t h  to some 
c u r r e n t l y  u n q u a n t i f i a b l e  extent, but c e r t a i n l y  no 
m o r e  than 2 0 % — and p r o b a b l y  on the o r d e r  of 10% or 
less, b a s e d  on c u r r e n t l y  a v a i l a b l e  i n f o r mation."
(p. IV E - 2 6 )

The E R D  c o n c l u d e s  its a n a l y s i s  of the fire issue by i n d i­

cat i n g  that a s t a n d a r d i z e d  t e s t i n g  t e c h nique for smoke t o x i­

city is required. Unt il that is accomp l i s h e d ,  c o n s e r v a t i v e  

c o u n t e r m e a s u r e s  are r e c o m m e n d e d .  These i n clude c l o s i n g  off 

w a l l  p e n e t r a t i o n s  o r  u s i n g  c o m b i n e d  metal and p l a s t i c  systems. 

T h e  ERD indicate s that all c o u n t e r m e a s u r e s  n e e d  to be s u b­

jected to full-s c a l e  tes ts b e f o r e  they are adopted. (p. IV 

E - 3 5 )

WORKER HEALTH HAZARDS
A n o t h e r  i m p o rtant is sue in the p l a s t i c  pipe c o n t r o v e r s y  

is the e x p o s u r e  of w o r k e r s  to t oxic s ubsta n c e s  u s e d  in the 

gl u e s  and solvent s used to join p l a s t i c  pipe. W o r k e r s  include  

not o n l y  p r o f e s s i o n a l  plumbers, but the d o - i t - y o u r s e l f  h o m e­

owne r s  as well.

The ERD r e c o m m e n d s  f u r ther  testing of the h a z a r d s  to 

plumbers. The glues used to join p l a s t i c  pipe pose a health 

hazard:
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"The s o l v ent of g r e a t e s t  c o n c e r n  is DMF, w h i c h  
t h o u g h  r e l a t i v e l y  n o n v o l a t i l e ,  is r e a d i l y  a b s o r b e d  
t h r o u g h  the i n t a c t  skin. R e p o r t s  a v a i l a b l e  to date 
indicate that ; 'F is n e i t h e r  m u t a g e n i c  nor c a r c i n o­
genic, b u t  h u m a n  e x p o s u r e s  h a v e  r e s u l t e d  in liver 
damage, p a n c r e a t i t i s ,  skin s e n s i t i z a t i o n ,  and a l c o­
hol intolerance. DMF is m e t a b o l i z e d  to two c o m­
pou n d s  that have b e e n  t e r a t o g e n i c  in a n i m a l  tests: 
f o r m a m i d e  and N - m e t h y l  formamide. T h e r e  is also 
c o n c e r n  that these c o m p o u n d s  m i g h t  a f f e c t  m a l e  f e r­
tility, a l t h o u g h  a d e q u a t e  t e s t i n g  has not y e t  b e e n  
c o n d u c t s  1." (p. IV C-28)

I n h a l i n g  solv ents is d angerous, p a r t i c u l a r l y  w h e n  w o r k i n g  

in small spaces. The ERD o b s e r v e d  that a p l u m b e r  w o r k i n g  

u n d e r  floors m a y  s o m e t i m e s  install pipe  w i t h  his nose  righ t 

u n d e r  the p i p e  joints. (p. IV C-10) U n d e r  these c i r c u m­

stances, i n h a l a t i o n  of high d o s e s  can b e  expected. In a d d i­

tion to inhalation, the s o l v e n t s  are a b s o r b e d  t h r o u g h  the 

p l u m b e r ' s  s k i n :

"On a site w h e r e  p l a s t i c  is used, the j o u r n e y m a n  or 
a d v a n c e d  a p p r e n t i c e  u s u a l l y  d o i n g  the a c t u a l  i n s t a l­
lation w o u l d  have r e l a t i v e l y  i n t imate and c o n s t a n t  
c o n t a c t  w i t h  the c e m e n t  t h r o u g h o u t  the day. This 
ex p o s u r e  w o u l d  result not only from the v a p o r  e x p o­
sure as he c e m e n t e d  the joints, but also from the 
residual c e m e n t  on his hands (or gloves) and c l o t h­
ing." (pp. IV C-10 to 11)

The ERD also r e c o m m e n d s  further t e s ting on the e x p o s u r e  

of p l u m b e r s  to v a p o r  from one of the solders used w i t h  m e t a l  

pipe (lead b a s e d  solder). However, w i t h  p l a s t i c  pipe, the 

p l u m b e r s  are at risk not just from inhala t i o n  but also t h rough 

a b s o r p t i o n  of c h e mical c o n t a m i n a t e s  through  the skin. Thus, 

the testing needs in the area of w o r k e r  s af ety are s u b s t a n­

tial :
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"There can be no d o u b t  t h a t  the w i d e s p r e a d  i n t r o d u c­
tion of p l a s t i c  pipe in C a l i f o r n i a  w i l l  a f f e c t  o c c u­
pa t i o n a l  h e a l t h  a n d  safety. U n f o r t u n a t e l y ,  for the 
p u r p o s e s  of this e n v i r o n m e n t a l  review, a r e a s o n a b l e  
j u d g m e n t  of the net i m p a c t  of that i n t r o d u c t i o n  c a n­
not be m a d e  at t h i s  time. I n s u f f i c i e n t  i n f o r m a t i o n  
is a v a i l a b l e  to e v a l u a t e  the i m pact on any of the 
o c c u p a t i o n a l  g r o u p s  that m i g h t  be affected. This is 
true e v e n  for the g r o u p  w i t h  the g r e a t e s t  p o t e n t i a l  
for e x p o s u r e — the p l u m b e r s . "  (p. IV C-51)

In a ddition, the ERD r e c o m m e n d e d  s e veral c h a nges in c u r­

ren t  p r a c t i c e  in o r d e r  to i m p r o v e  w o r k e r  safety such as the 

e l i m i n a t i o n  of n - h e x a n e  and b e n z e n e  from solvents, n e w  

d i s c l o s u r e  r e q u i r e m e n t s  on s o l v e n t  l abels  a n d  p o s s i b l y  v e n t i l­

ati o n  r e q u i r e m e n t s .

NO ECONOMIC ADVANTAGE
The i n d u s t r y  d e f e n d s  i t s e l f  w i t h  a single, c o n s i s t e n t  

theme: the b a t t l e  over p l a s t i c  p i p e  is an e c o n o m i c  issue, not

a h e a l t h  o r  e n v i r o n m e n t a l  issue. T h e  ERD c o m p l e t e l y  d i s p o s e s  

of this myth. Not only d o e s  the E R D  s u b s t a n t i a t e  the p o t e n­

tial h e a l t h  and e n v i r o n m e n t a l  h a z a r d s  of p l a s t i c  pipe, but it 

a l s o  c o n c l u d e s  that there w i l l  be v i r t u a l l y  no e c o n o m i c  b e n e­

fit from a p p r o v a l  of p l a s t i c  pipe:

"First, the r e d u c t i o n  in the c o s t  cE h o using c o n­
str u c t i o n  that w o u l d  r e s u l t  f r o m  us<l: of the newly 
p e r m i t t e d  p l a s t i c s  in p l a c e  of c u r r e n t l y  a p p r o v e d  
p l u m b i n g  m a t e r i a l s  is so s mall  that it w o u l d  have 
v i r t u a l l y  no e f f e c t  on the sales price or rent of 
d w e l l i n g  u n i t s  in the s t a t e . .,.

"Second, the p l u m b i n g  m a t e r i a l  s u b s t i t u t i o n s  that 
are likely to r esult from the p r o p o s e d  code change 
w o u l d  not s i g n i f i c a n t l y  a f f e c t  e m p l o y m e n t  o p p o r t u n­
ities in the s t a t e ..." (p. V-13)
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SAFETY OF METAL PIPE
N u m e r o u s  p l a s t i c s  i n d u s t r y  p u b l i c  r e l a t i o n s  s t a t e m e n t s  

a t t a c k  the s afety of m e t a l  pipe. T h e  ERD puts this issue to 

r e s t  as well. C o p p e r  is the m o s t  c o m m o n  form of d r i n k i n g  p i p e  

in use. D e s p i t e  the p l a s t i c s  i n d u s t r y ' s  scare tact ics r e g a r d­

ing copper, the ERD finds as follows:

" . . . [ C ] o p p e r  is an e s s e n t i a l  n u t r i e n t  for w h i c h  
p e o p l e  have e v o l v e d  a d e q u a t e  h o m e o s t a t i c  m e c h a n i s m s  
that h andle o c c a s i o n a l  e x c e s s e s  and  deficiencies.
W h i l e  the m e t a l  can be toxic at h i g h  doses, SRI c o n­
cur s  w i t h  the a s s e s s m e n t  o f  the N a t i o n a l  A c a d e m y  of 
S c i e n c e s  that, 'the p o t e n t i a l  for t o x i c i t y  (from 
c o p p e r  in d r i n k i n g  w a t e r  at o b s e r v e d  levels) is
v i r t u a l l y  n o n e x i s t e n t  for humans' (NAS, 1977)."
(p. IV B-62 to 63)

T h e  same f i n d i n g  a p p l i e s  to zinc w h i c h  is c o m m o n l y  u s e d  in

m e t a l  d r i n k i n g  w a t e r  pipe:

"While zinc does p r o d u c e  c h r o n i c  toxic e f f e c t s  at
h i g h  d o s e s  (e.g., severa l t h o u s a n d  p p m  in the diet), 
it is u n l i k e l y  to p r e s e n t  a s i g n i f i c a n t  risk of
c h r o n i c  t o x i c i t y  in d r i n k i n g  w a t e r  from either 
c o p p e r  or g a l v a n i z e d  iron pipe. It is e s s e n t i a l  for 
h u m a n  nutrition, and h o m e o s t a t i c  c o n trols have 
e v o l v e d  to r e g u l a t e  a b s o r p t i o n  and excretion. Zinc 
l e vel s in d r i n k i n g  w a t e r  are a small fraction of
those in food. In general, zinc d e f i c i e n c y  is a 
m o r e  seri ous h e a l t h  p r o b l e m  than zinc toxicity. The 
N a t i o n a l  A c a d e m y  of S c i e n c e s  r e c e n t l y  conc luded 
that, *[t]he p o s s i b i l i t y  of d e t r i m e n t a l  health 
e f f e c t s  a r i s i n g  from zinc c o n s u m e d  in food and 
d r i n k i n g  w a t e r  is e x t r e m e l y  remote' (1980)." (p. IV
B-64 to 65)

The ERD does r e c o m m e n d  f u r t h e r  t e s t i n g  of lead that m a y  

be p r e s e n t  in one type of solder w h i c h  is u s e d  to join copper 

pipe. T h e  E RD d e s c r i b e s  c o m m o n l y  a v a i l a b l e  a l t e r n a t i v e  

s o l d e r s  that have no a d v e r s e  h ealth  effects. The m o s t  common 

is tin a n t i m o n y  solder. W i t h  the single  q u a l i f i c a t i o n  that 

t here s h o u l d  be m o r e  e x a m i n a t i o n  of one type of solder, the
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ERD s u b s t a n t i a t e s  the long r e c o g n i z e d  s a f e t y  of m e t a l  p i p e .

Thus the r e p o r t  states:

"In v i e w  of the r e sult s of the l e a c h i n g  d a t a  and the 
c u r r e n t  state of k n o w l e d g e  a b o u t  the t o x i c i t y  of 
l e a c h a t e s  from b o t h  c opper and g a l v a n i z e d  steel 
pipes, there appears to be little l i k e l i h o o d  of any 
s i g n i f i c a n t  h e a l t h  risk f r o m  e i t h e r  o f  these ki nds
of pipe, w i t h  the p o s s i b l e  e x c e p t i o n  o f  lead l e a c h­
ates f r o m  l e a d /tin solder." (p. IV B-75)

In ad dition, it is c l e a r  that ca st iron D W V  p o s e s  no fire

hazard.

CONCLUSION
W h y  are C a l i f o r n i a n s  b e i n g  a s k e d  to a p p r o v e  p l a s t i c  pipe? 

It is not to make  h o using m o r e  affordable. T h e  E R D  c o n fi rms 

that a p p r o v a l  of p l a s t i c  pipe w i l l  have v i r t u a l l y  no e f f e c t  on 

h o u s i n g  p r i c e s  or rents. It is not b e c a u s e  of p r o b l e m s  w i t h  

c u r r e n t  mater i a l s .  The ERD c o n f i r m s  t he g e n e r a l  safety and

a d e q u a c y  of e x i s t i n g  materials. A p p r o v a l  of p l a s t i c  pipe is

b e i n g  p u r s u e d  for one r e a s o n  and one r e a s o n  only: the p l a s­

tics i n d u s t r y  w a n t s  to e xpa nd its market. No one o p p o s e s  the 

i n t r o d u c t i o n  of n e w  products. The i n d u s t r y  that p r o p o s e s  a 

n e w  p r o d u c t  should pay for the t e sting  to p r o v e  Its safety. 

The p l a s t i c s  i n d ustry  bears the b u r d e n  of p r o o f  a n d  they can 

a fford it. A c c o r d i n g  to the ERD, the p l a s t i c  pipe i ndustry 

had g r o s s  sales r e ven ue in 1980 of $1.5 billion.

D e s p i t e  the need for testing, d e s p i t e  the r e v e n u e  to pay 

for testing, the p l a s t i c s  industry c o n t i n u e s  to r esist  t e s t­

ing. Instead, they have launched a m u l t i - m i l l i o n  d o l l a r  

p u b l i c  r e l a t i o n s  c a m p a i g n  to d i s t o r t  the facts and avoid their
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r e s p o n s i b i l i t y .  T h e i r  p o s i t i o n  i s  c l e a r :  a f o r t u n e  f o r
p u b l i c  - . re la t io n s  and  b a r e l y  a d o l l a r  f o r  t e s t i n g .

I t  i s  a p o s i t i o n  w h i c h  has been  d e m o n s t r a t e d  as bad  
p u b l i c  p o l i c y .  A s b e s t o s  was p e r m i t t e d  i n  s c h o o l s  and homes 
w i t h o u t  t e s t i n g .  Now t h a t  i t s  h a z a r d s  a r e  u n d e r s t o o d ,  i t  
r e p r e s e n t s  a b u i l t - i n  d a n g e r  t h a t  c a n n o t  be e c o n o m i c a l l y  
r e m o v e d .

The  ERD recommends a d d i t i o n a l  t e s t i n g  b e f o r e  p l a s t i c  p i p e  
i s  a p p r o v e d .  T h a t  t e s t i n g  s h o u l d  be f a i r  and  t h o r o u g h .  The 
i n d u s t r y  t h a t  a d v o c a t e s  a p r o d u c t ' s  u se  mus t  be  p r e p a r e d  t o  
p a y  f o r  t h e  t e s t s  t o  d e m o n s t r a t e  i t s  s a f e t y .
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HAZARDS OF PLASTIC PIPE 

FOR

WA T E R  SERVICE AND WATER DISTRIBUTION SYSTEMS

The following is an overview of ma jor public 

health questions surrounding the use of plastic pipe plumbing 

products for various applications. Each public health issue 

has received intense governmental scrutiny and decision.

Various documentation of such governmental action is in­

cluded here as exhibits to illustrate both the serious 

nature of the public health questions and the level of 

scientific research that is yet to be completed.

I

PLASTIC PIPE FOR W A T E R  SERVICE 

Recent tests in California have duplicated field 

and laboratory experiences of water utility districts and 

environmental health experts that PVC, PE and PB water 

service lines can be and are permeated (infiltrated) by 

gasoline, petroleum distillates and industrial solvents. (Items 1, 14) 

The public health impact can be serious enough 

to require the removal of an entire underground network of 

plastic water service lines (Item 2) and cause serious health 

consequences for its consumers. Because of the pervasive 

occurrence of toxic chemical spills and soil contamination with 

residues of pesticides and herbicides, California is embarking 

on a comprehensive analysis of the problem. (Item 3) The 

problem is amplified by the specter of frequently used garden 

and household products that may permeate these plastic pipe.
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Permeation of plastic pipe by toxic chemicals 

is all the more serious because of the existing threat to 

water quality by the pipes themselves and the quality of 

our current water supply. The California Department of 

Health found that the pipes themselves leach large amounts 

of chloroform, carbon tetrachloride, DEH? and a host of 

solvents used to grease and glue the pipes. If these toxic 

chemicals are added to the already high level of contamina­

tion of many water s u p p l i e s , then a truly dangerous prospect 

for the quality of our potable water systems emerges. (Item 4)

One further recent accumulation of data deserves 

comment. Plastic water service lines are failing at an 

alarming rate. (Item 5', In a handful of jurisdictions, 

plastic pipe water service lines are cracking and breaking, 

causing health problems and severe economir dislocation.

The combined damage estimate from just these half a dozen 

or so jurisdictions exceeds $100 m i l l i o n . One can only guess 

at the total economic impact should all failures come to light.

II •

PLASTIC PIPE FOR WATER DISTRIBUTION WITH- 
IN A STRUCTURE

Since 1977, the State of California has reviewed 

Industry requests for unlimited usage of plastic pipe for 

water distribution. Industry assertions of economic feasibility 

and product safety were thoroughly and comprehensively reviewed 

by California Departments of Health, Consumer Affairs, Housing 

and Community Development and the State Fire Marshal. The



results are aptly summarized (Item 6) by the determination 

of the State Department of Housing and Community Development 

in consultation with  other State agencies. Hous ing concluded 

that there was substantial evidence that unlimited use of 

plastic pipe may have a significant effect on the environment.

These conclusions were reached because of the 

presence of toxic chemicals ( d i m e t h y l f o r m a m i d e , t e t r a h y d r o f u r a n , 

DEHP, carbon tetrachloride, chloro f o r m  and many  others) in 

drinkin g water passed through the pipe. (Item 7 and 13) An

equally dramatic conclusion was reached by the State Fire

Marshal; plastic pipe in high rise construction may pose an

unreasonable fire risk. (Item 8)

III

E NVIRONMENTAL IMPACT R E P O R T  AND OTHER 
RELEVANT LEGAL A C T I O N

Since plastic pipe was found to have a potentially 

adverse effect on the environment because of its threat to 

water quality and fire safety, Stat e agencies in California 

will not allow its expanded use until all scientific and 

public health questions have been answered. (Item 9) The 

State Architect has also warned all the design professions 

and school districts throughout C alifornia of the potential 

hazards of plastic pipe. (Item 10)

Because the International A ssociation of Plumbing 

and Mechanical Officials (IAPMO) proceeded with  the expanded 

use of plastic pipe in its 1982 U n i form Plumbing Code, a 

coalition of State public and p r ivate consumers, environmental

- 3 -



and labor organisations sued IAPMO (Item 11) and forced a 

notice disclaimer at each location in the Code where plastic 

pipe is'mentioned. (Item 12) The lawsuit is still in 

progress over complaints that IAPMO misrepresents its product 

evaluation to the general public. Depositions were taken of 

the National Sanitation Foundation (NSF) at which time it 

was documented that NSF does not test any of the plastic pipe 

products, which carry the NSF seal of approval, for the more 

dangerous organic chemicals.

IV

CONCLUSIONS

The above provides a brief overview of the hazards 

associated with the use of plastic pipe for various plumbing 

applications. While further research is clearly necessary, 

a fair characterization of current data leads one closer to 

the conclusion that plastic pire may  not only pose grave 

public health risks, but may well be simply too expensive to 

utilize.

- 4 -



L I S T  O F  E X H I B I T S

1. ANLAB Abstract for Pilot Pipe Study,
dated November 29, 1982 Item #1

2. L etter from F.J.J. Brinkmann dated
February 11, 198 3 re: Lekkerkerk. Item #2

3. Richard Spohn letter of December 30, 1982 
to President Pro Tern Roberti and Speaker
W i lli e Erown with attachments Item #3

4. Chula Vista Correspondence: 3 letters Item #4

5. Plastic Pipe Water Service Failures  Item #5

6. Plastic P lumbing Pipe EIR: P R O J E C T  HISTORY Item #6

7. Wang Study on 2-Butanone and T etrahydrofuran
Contamination in the Water Supply Item #7

8. State Fire Marshal Summary of May 1, 1980 Item #8

9. Housing and Community Development Technical
Bulletin dated November 10, 1982 Item #9

10. Bulletin from the Office of the State Architect
dated December 31, 1982 Item #10

11. D C A  v. IAPMO - First Amended Complaint Item #11

12. April 1, 1982 Supreme Court Decision on DCA
v. IAPMO Item #12

13. Indoor Pollution Compendium from Dept, of
Consumer Affairs dated February 1982 Item #13

14. East Bay Municipal Utility District Report
by Donald Crum dated October 30, 1981 Item #14



Iteiri #1

- A v i i i a b

A N A L Y T I C A L  L A B O R A T O R Y 1 9 1 *  S S T R E E T , S A C R A M E N T O , C A L IF O R N I A  9 5 1 1 *  •  9 1 « -* A 7 .J9 A «
A C * V IS IO N  O P  O E W A N T E  L  S T O W E L L

November 29, i9S2

Leonardi ni and Fathy
400 Capitol Mall, Suite 221
Sacramento, CA 95S14

ATTN: Mr. Paymond J. Leonardini

Three plastic water supply pipes: p o l v v i n y l c h l o r i d e  (PVC),
polyethylene (PE), and poly bu t y l e n e  (PB), w e r e  exposed to selected 
compounds to determine permeability. Copper pipe was included as 
a quality control sample. The exposure chemical s were: 1,2,-
Dichloropropane; 1,1,1-Trichloroethane; C h l o r dane (72% f orm ulation 
diluted 1:100 v : v  in water); C h e v r o n  Super-Unleaded Gasoline; and 
Tap Water as a quality control blank. Exposure time was one week.

Results indicate that PVC is permeated by 1 , 2-Dichloropropane 
and 1,1,1-Trichloroethane; PE and PB were permeated by 1 , 2-Dichloro- 
propane, 1,1,1-Trichloroethane, and Gasoline. In addition, results 
of the control samples indicate that several compounds leach into 
the wate r from the pipe material; sealants, glues, joining c o m­
pounds, flux, etc. The data indicates that as the compounds perme ate 
the pipe they also extract and carry with them other soluble c o m­
pounds in the pipe material. Compar i s o n  of small quanti ties of 
leachate compounds to exposed pipes was not always possible due to 
necessary dilutions of the samples beca use of the high ccicentra- 
tions of other compounds.

A B S T R A C T

PILOT P I P E  STUDY

Roger A. Elliott

RAE:lk

Th«« r a o o r t  a p o i i c a n i *  o n l y  i n  I H a  t a m o l *  *mcm* v a n  b y  » d a  la h  j r a t o r y  T h a  l i a b i l i t y  o f  t h a  l a b o r a ’  j r v  »t l i m i f a r t  t o  » h a  a m o u n t  * o r r h u  r a o o r t

T h .«  l a r w i n  i i  I n *  » h «  •«<« o f  r h ®  r i t a n t  TO w N j m  it  i f  f a d r a i i a d  a n d  u p o n  r h a  c o n d i t i o n  » n a *  n n  r l U m  m m m M  i.
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Dr. G .A . Koehler,
Department i f  Consumer A f f a ir s ,  
Research ant Spec ia l P ro jec ts , 
1020 N S tree t , Room 501, 
Sacramento, C a lifo rn ia  95814

dtiLm February 11, 1983 uwbrid
ktfimtrk. H r. 106.275

otMinmp.

Dear D r. Koeh ler,

The f i r s t  problems that have been met in  Lekkerkerk were leakages 
o f the p la s t ic  d r in k in g  water p ipe system, caused by attack from 
the o rgan ic  so lvents (to luene , ethylbenzene , e tc .)  present in  the 
s o i l .
The d r in k in g  water q u a l it y  in  the houses had been con tro lle d  from
a dace severa l months before the dec is io n  to d ig  up the
waste.
A few days a fte r  the observation of permeation through the p ip in g  
system (po lyethy lene) in  the houses (see annex) i t  has been decided 
to carry out the d ig g in g  operation  The penetration  to d r in k in g  water 
was one of the reasons.
In  some other cases in  our country , in  e s p e c ia lly  concerning 
In d u s t r ia l s it e s , penetra tion  of organ ic  so lvents through p la s t ic  
p ipes has been observed.
My in s t it u te  has no p ra c t ic a l experience w ith  stud ies on the pe rm eab ility  
o f p la s t ic  p ipes to organ ic  so lven ts , p es tic id es  etc .
Research on pe rm eab ility  has been c a rr ie d  out by KIWA research and 
te s t in q  in s t it u t e , Gronlngerhaven 7 , N ieuwegein, 3433 PF., The Netherlands. 
By order of the Department of Environment KIWA in ve s t iga ted  the in f luence  
of methylbrcmlde on p la s t ic  p ip in g .
KIWA a lso  in vest iga ted  the in flu ence  of o rgan ic  so lvents on p la s t ic  p ip in g  
and hss experience in  u.-term ining pe rm eab ility  c o e f f ic ie n ts .
The p ro jr .c t le ade r at KIWA in  D r. G. Veenendaal, pJoonc contact him .
Fnr h is  in fo rm ation  I  have bont c r^ny of th is  le t t e r  to Dr. Veenendaal. 
A po log iz ing  that I  cannot re p ly  your le t t e r  com p lete ly .

s  . F .J .J . Brinkmann
   Laboratory coord inator o f the

Chemical B io lo g ic a l D iv is io n

SID 00077 • 10600/M*0060047



Annex Nr. 106.275

4 .2 . D r l n k v a t a r  a f k o m c lg  r a n  a n ____ ___ _________________

■ I n  C a b a l 3 I s  a an  o v a r x i c h t  s a n a n g a s t a ld  v a n  d a  o a t in g a n  n a t r  o r g a n i s e h a  
a i c T o v a r c n c r a ln lg ln g a n  i s  b a l d s  d r i n J c v a t a r a o n s t e r s .  I n  b a ld a  n c n s t a r s  w a rd en  
■ lach ta  l a g a  c s n c a n t r a c ia *  a an  g a c h lo r a a r d e v c r b i n d i n g a n  s a n g a t r o f i e n  v a a r n i<  
a l l a e n  h o t  g a h i l t a  r a n  0 ,3 n q / 1  d lc h lo o r b a n x a a n  I n  h a t  w a t a r  t a

• g jv a l t .  I n  b a ld *  D o n s c a r a  d r l n X v a t a r  v a r a n  b e n x e e n  an  t e c r a c .\ lo o r -  
a a th a a n  n i a t  a a n v a x ig  i n  h o a v a a lh a d a n  b o v a n  0,01 » g / l .

‘f a b o l  3
O rg a n is e h a  v a r o u t r a i n i g i n g e n  I n  h a t  n a  a d l s t a n d  b a m a n s ta r d a  l e i d l n g v a t a r  op

t a  LeJ tkarJoerlc  d . d .  21 a p r i l  I960

K w a i i t a i t a a s p e c t C o n c a n t r a t la (m l c r o g r  am/11 r a  r )
* -

R a u X g a tx l ( y a r d u n n ln g ) 2 10

V lu c h t l g  O r g a n ls c h  C h lo o r  CugCl/1) 0.2 0.3

C h lo ro fo rm 0.1 0.15
T r ic h i ,o o rm e th a a n 0 .8 1.1
T o t r a c h lo o rm e c h a a n <  0.01 0.01
D lc h lo o r b a n x a a n 0 .3 <  0.01
B i s  ( 2 - c h lo o r ls o p  r o p y l)  e t h e r 0.03 0.1
B an za an < 0 .0 1 <  0.01
C y c lo h a x a a n <0 .0 1 <  0.01
T o lu a a n 1 100
E th y lb e n x a a n 0.3 25
m /p-X y leen 1 100

o - X y la a n 0.3 10
C j- b e n x e n a n  (acxa 8 la c o a r a n ) 1 3
C4- b a n za n a n  ( s e a  13 ls a m a ra n ) 0 .1 0.2
In d a a n  o f  n a t h y l a t y r a a n <  0.01 0.05
H a th y l ln d a a n  o f  a t .  , l a c y r e e n <  0.01 <  0.01

B a ld a  a o n a t s r s  b la k a n  v a r a n t r a i n l g d  o a t  h a t r a l f d e  patTDOn a.an a x o m a c is c h a  
k o o l v a c a r s t o f f a n  M t  a l s  h o o fd co m p o n en ca n  t o lu a a n  an  m / p - z y la a n , d o ch  da  
c o n c a n t r a t l a  a an  d a z a  a t o f f a n  v a n  h a t  w a t a r  t a  ta a  g lo b a a l  aan
f a c t o r  100 h o g a r .  B i t  l a a t a t a  kwam oo k  t o t  u i c d r u k k i n g  I n  h a t  v o o r  d r l n k v a t e r  
b l j x o n d a r  h o ga  r a u k g o t x l  v a n  10 b l j  h a t  t a  h o la n w e r f  b b e n o n s t a r d a  s ta g n a n t#  
d r l n k v a t e r .
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I t e m  #3

O C F A IlM fN T  0>

1030 H STXtCT. 1A CK A M IN TO, C A U fO K N U  tJB l-4
445-4465

D ecember 30, 1982

Th e  H o n o r a b l e  David A. Roberti 
P r e s i d e n t  Pro Tem 
S t a t e  Capitol, R o o m  205 
Sacramento, C A  95814

T h e  H o n o r a b l e  W i l l i e  L. Brown, Jr.
Speaker of the A s s e m b l y  
S t a t e  Capitol, R o o m  219 
Sacramento, CA 95814

D e a r  P r e s i d e n t  Pro Tem Roberti and Speaker Brown:

This l e tter is -o alert you to a serious and immediate health 
h a z a r d  c o n f r o n t i n g  C aliforn ia consumers. The hazard involves poten­
tial contamination of portions of the vast n e t w o r k  of underground 
p o t a b l e  water  c o n d u i t  systems throughout th< 3tate by toxic and 
c a r c i n o g e n i c  chemicals. M y  staff, w o r kin g wich a team of 
experts, has found that plastic pipe used to convey potable 
w a t e r  is r e adily permeated by chlorinated solvents, petroleum 
d istil l a t e s  (including gasoline) 7~and agricultural r e s i d u e s .
S o m e  of these are animal carcinogens.

In the f o l l owin g paragraphs, I will o u t l ine (1) the nature of 
this previo u s l y  u n r e c o g n i z e d  health risk; (2) the current i n a d e­
qua t e  re gula t o r y  p ro tection of our w a t e r  conduit systems; and
(3) the legisl a t i v e  actions to create appro priate protection for 
p o t a b l e  w a t e r  throug hout the State.

As y o u  well know, d i s s e m i n a t i o n  and spread of toxic substances 
in C a l i f o r n i a  w a t e r  is both a growing cons umer issue and a p r e s­
sing public h e a l t h  p r o b l e m  of substantial importance. The 
D e p a r t m e n t  o f  C o n s u m e r  A f f a i r s  has attempted by regulatory means 
to protect  c o n s u m e r s  in t he State by urging the International 
A s s o c i a t i o n  of Plumbing and Mech anical Offic ials (IAPMO), the 
promul g a t o r s  of the U n i f o r m  Plumbing Code, to adopt language in 
their code that w o u l d  prohibit the use of any plumbing "material 
c a p a b l e  of leaching known carcinogens or toxic materials into 
t h e  potabl e w a t e r  supply." On two occasions the code change was 
rejected. (Attachment 1.) B e cause the unseuspecting consumer 
n e e d s  n o t i f i c a t i o n  of these potential hazards, I initiated l i t i­
gat i o n  against IAPMO to w a r n  consumers against these serious 
abuses. T h e  Sta te S u preme Court has ordered such a warning to 
b e  inserted in the code or references to plastic pipe to be
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d e let ed at least until the lawsuite is resolved. (Attachment 2.)

While the degree and extent to which plastic pipes themselves 
contr i b u t e  to contaminants in potable water is presently being 
r e v iewed by SRI International, through an Environmental Impact 
R epor t for the State Housing and Community Development Department,
I wish to alert you to a risk posed by the use of plastic pipes 
as conduits carrying water underground: chemicals in the soil oo
through intact pipes and can contaminate otherwise potable w a t e r .

A report has Just reached me based on two series of tests con­
duc t e d  under the supervision of Dr. Marc L a p p e ', Adj. Assoc. Prof. 
of Public Health, Univers ity of California, Berkeley, and currently 
a consultant to the Department of Consumer Affairs (and previously 
a D e p a r t m e n t  of Health Services t o x i c o l o g i s t ) , which appears to 
show that gasoline, pet roleum distillates, and a wide spectrum of 
chlori n a t e d  solvents, including those most commonly associated 
with ground contamination from agricultural and industrial opera­
tions, readily permeates plastic pipe. (Attachment 3.)

In c a r e fully controlled studies designed to assess the likelihood 
of infiltration of otherwise intact plastic pipes carrying potable 
w ater under normal pressure, the report documents that agricultural 
r e s idues from soil sterilizants, chlorinated solvents and petroleum 
distil l a t e s  penetrate polybutylene and pol yethylene pipes of stan­
dard grade  and q u alit y used in service lines to residents t h r ough­
out the state. Certain of the test chemicals penetrated 
p o l y v i n y l c h l o r i d e  pipe as well.

Some of these chemicals have already been shown to be carcinogenic 
i n  one or more species of animals.

While these reports show dramatically how readily these chemicals 
can p e r meate plastic pipe water systems, they would not have 
varranted this urgent letter were it not for the fact that analo­
gous studies were performed by the East Bay Municipal Utility 
Distric t (EBMUD) fully four years ago on gasoline. Thse studies 
were of such concern that EBMUD dispatched an urgent letter to 
the Dep artment of Health Services asking that they amend the 
D e p a r t m e n t ' s  Waterworks Standards to prohibit the use of plastic 
p ipes wherever “solvent, gasoline or other petroleum distillates'* 
m a y  be present in the ground through which the pipes could pass. 
(Attachment 4.) EBMUD adopted a policy of replacing plastic pipes 
w i t h  copper pipes when  gasoline is detected in the water or the
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p o s s i b i l i t y  of such co ntamination  exists. Some other J u r isdic­
tions have adopted  a similar policy, altho u g h  we have not found 
a c o n c e r t e d  p o l i c y  among the w ater util ities for the collecting 
of d a t a  on infiltration of wate r lines.

The w o r k  c onducted by the L a p p e ' team repe ated the EBMUD's e x p e r­
iments as part of their work. T h e i r  findings confirmed that 
g a s o l i n e  will indeed per meate the two pipe ,systems most commonly 
used (polyethylene and p o l y b u t y l e n e ) , but net a third (polyvinyl- 
chloride) . Of great concern is the f o l l ow-up analytic work which 
i d e n t i f i e d  the components of g a s oline w h i c h  trav ersed the pipes: 
this data showed u n e q u i v o c a b l y  that b e n z e n e , a human leukemia- 
causing  agent passes through t h e p i p e s . (I note p arenthetically 
that the levels d etec t e d  (100/parts per m i l l i o n ) are subs tanti­
all y  above the p e r m i s s i b l e  limit set b y  EPA based on human 
l e u k e m i a  data (0.66 p arts per b i l l i o n ) ). The critical questions 
of h o w  m u c h  benzene a c t ual ly goes through under field conditions 
re m a i n  undetermined, as do the respe ctive q u antitati ve data on 
the other solvents.

The E B M U D  data is all .the m o r e  troubling becaus e of E B M U D ' s 
st a n c e  t o w a r d  p o l y b u t y l e n e  when this depart m e n t  announced in 
p u b l i c  hearing s be fore the State Housing Commi s s i o n  the potential 
c o n t a m i n a t i o n  w i t h  DEHP in p o l y b u t y l e n e  w a ter pipes itself.
E B M U D  never p u b l i c a l l y  d i s c lo sed their findings nor alluded to 
the field f a i lur es and 1978 e xperiments on polybu tylene (Attach­
me n t  5.)

For r e aso ns w h i c h  have no: yet become clear, the Department of 
H e a l t h  Se rvices determ i n e d  that the language of the revised code 
22 Cal. Admin. Code 64624 should only identify petroleum  d i s t i l­
lates as po tential hazard s to p l a s t i c  pipe installation, not the 
solve n t s  w h i c h  are of m u c h  g r e ate r health concern. (Attachment
6.) Moreover, we have d iscussed these recent developments with 
the D e p a r t m e n t  of H e a l t h  Services and they agree with our a s s e s s­
me n t  of the p o t e ntial w i d e s p r e a d  h ealth  hazard. Additionally, 
the D e p a r t m e n t  of H e a l t h  Services is in possession of extensive 
case studies from Europe documentin g experiences with  this serious 
problem, in w h i c h  h u m a n  health has apparently been seriously 
a d v e r s e l y  affected.

Thus, the D e p a r t m e n t  of Heal th Services' present waterworks 
r e g u l a t i o n  leaves unclea r both the public h ealt h rationale and 
the e n f o r c e m e n t  m e c h a n i s m s  for excluding other hazardous substan­
ces b e sides gasoline, as well as the full roster of chemicals 
which m a y  n o w  be a p propria te to acknowledge as disqualifying
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conditions for the use of p l a stic pipe as conduits for underground 
water service lines, aqueducts, and well lines. (In many 
instances wells are lined w i t h  plastic casings.)

But from the a dmittedly pilot and preliminary studies that I have 
had m y  staff carefully review, in concert with a University of 
C alifo r n i a  soil scientist at Davis, these findings are cause for 
substantial concern: we may be creating the conditions for w i d e­
spread consume-r contamination through permeation of their subsoils 
with tcxic c h e m icals— chemical.s that find their wav into homes 
through an unantIcipated r outt— namelv. that of their underground 
w ater conduit s y s t e m s .

Since our water supplies prese nt a chronic and unavoidable source 
of potential contaminants, the most stringent public health m e a­
sures have traditiona lly been taken to ensure its purity. Now 
that good w o r k  is potentially jeopardized by having an unforeseen 
additional source of contamination enter the picture: the infil­
tration w i t h  hazardous chemicals o.T the conduit systems increasingly 
used throughout  the state to carry potable water.

T h e  risk that through-permeation of plastic pipe allows ingress of 
environmental hazards of the first order (i.e. the priority pollu­
tants listed by EPA or the present l.ist generated by the Department
of Health Services in its carcinogen policy d o c u m e n t ) , is certainly 
cause for dispassionate, scholarly review at the highest levels.
The fact that such a review has not cccurred since the uncovering 
of this hazard in 1978 is all the more reason for an expeditious
and competent panel of experts to do no now. The potential risks
are so large and affect such a broad cross-section of our public—  
p a r t i c u l a r l y  those who have bought new homes served by the pipes 
in q u e s t i o n — that to ignore the problem any longer courts genuine 
d a n g e r .

If the Legislatu re and appropriate state departments do not act 
now, consumers may well be forced at soms later time to pay m i l­
lions of dollars to avoid a potent health hazard that could be 
p r e v e n t e d  now. In light of the widespread ground contamination 
w i t h  all of these compounds (Attachment 7) and still untested 
p e s t i c i d e s  and structural pest control agents. I urge you to con­
duc t  an urgent and immediate review of these findings. In 
particular, the Legislature should closely monitor the activities 
and actions taken by the Departmen t of Health Services and 
.Department, of Consumer Affairs.
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‘"herefore, the Depa rtment of Consumer A f f a i r s  strongly urges the 
fa l l o w i n g  actions be taken by the Legislature:

1. The Environm ental Impact R eport on plastic piping 
n o w  being p repared by SRI International must include 
an analysis of the potential for p l a s t i c  pipes to 
a b s o r b  o r g a nic solvents, p e t r ole um distillates, and 
o t h e r  agricultural and Industrial residues in the 
s o i l .

As an immediate interim measure, pending answers 
vo the signific ant health issues raised in this letter, 
the D e p a r t m e n t  of H ealth Service should immediately 
anend its regulation (22 Cal. Admin. Code 64624) 
w h i c h  c u r r e n t l y  proh ibits the use of p l a s t i c  pipe in 
soil contamina ted by p e t r oleum distil l a t e s  to:
(a) also p r o hibi t the use of p l a stic pipe in soil 
c o n t a m i n a t e d  by orga nic solvents or pesticides:
(b) r e q u i r e  certification by the install ers of the 
p l a s t i c  pipe that the soil has been tested prior 
to insta llation and found to be uncontaminated;
(c) r e q u ire the installers to n o t i f y  the end-users 
of the p l a s t i c  pipe, resid ents or businesses, that 
p l a s t i c  pipes are part of their water d e l i v e r y  
sy s t e m  and that in the event of soil contami nation 
by absorpti on of the pollutants.

3. £»c,'\use the D e p a r t m e n t  of H ealth Services'
W a t e r w o r k  Standards appl y only to water pu rveyers in 
the p u b l i c  right of way, the State D e p a r t m e n t  of 
Ho u s i n g  «v\nd Community De velopment should promul gate on 
an e m e r g e n c y  basis the same regulation s for private 
p r o p e r t y  -vater service piping.

4. This issue m u s t  not be seen in isolation. The 
h e a l t h  q uestions raised by this issue and, in p a r t i­
cular, the d i ff iculties we face in answering them are 
common probl ems across the spectrum of toxic hazards.
F o r  the specific issue of absorptio n of solvents by 
p l a s t i c  p i p t 8, the consumers of California enjoy the 
p a r t i c i p a t i o n  of the responsibl e industry in a large 
o n g o i n g  stud/ (EIR). In m a n y  cases they do not. I 
be l i e v e  that the L e g i s l a t u r e  must give consideration 
t o  a m e c h a n i s m  w h e r e b y  the state can require the 
p a r t i c i p a t i o n  of the responsible industry in studies
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n e c e s s a r y  t o  d e t e r m in e  i f  a  p r o d u c t  o r  s u b s t a n c e  p o s e s  a 
h e a l t h  h a z a r d  t o  t h e  p u b l i c .  W it h o u t  t h e  a b i l i t y  t o  
f a i r l y  a n d  c o n s i s t e n t l y  r e q u i r e  t h e  p a r t i c i p a t i o n  o f  t h e  
r e s p o n s i b l e  i n d u s t r i e s  i n  s u c h  s t u d i e s ,  t h e  s t a t e  w i l l  
b e  u n a b l e  t o  a d e q u a t e l y  p r o t e c t  t h e  p u b l i c ' s  h e a l t h  f r o m  
t h e  m y r i a d  o f  p o t e n t i a l  h a z a r d s  b e i n g  u s e d  i n  o r  i n t r o ­
d u c e d  i n t o  t h e  m a r k e t  p l a c e  t o d a y .

S i n c e r e l y ,

R IC H A R D  B .  SPOHN 
D i r e c t o r



Attucluiu

I T E M  70 —  Section 1004

(c) No water pipe or fittings manufactured of materials 
tjpjblc of leaching known carcinogens or toxic maicnaJs 
into the potable water supply shall be used anywhere m  
the potable water distribution system.

R E A S O N  FOR C O O L  REVISION:

F o r  to itM iiik cf prrM cctiiM V I 'r o n x im r i  o (  th e  w a in  sop - 
p ly  u  o i k * til I Ik ' m a jo r  p m  jmwrs o l  a  p lm n ln n i;  *»h Ii\

Code Committee's Recommendation: M U L C T

REASON: Impossible to enforce.

Approved ....  Reject .... Refer to appiopiiuic 

Committee ....
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I N  T 1 I E  S U P R E M E  C O U R T  O F  T H E  S T A T E  O F  C A L I F O R N I A

IN BANK

Petition for hearing is granted. Cause and application 
for stay pending appeal are transferred to this Court. Pending 
final determination of the appeal herein, distribution within 
the state of the 1982 edition of the Uniform Plumbing Code is 
hereby enjoined, unless listings of the varieties of plastic 
pipe known as PB, PVC, and CPVC are omitted, or such listings 
are accompanied by a warning substantially in che form suggested 
by the Department of Consumer Affairs with respect to the 
possible toxicity of, and pending Environmental Impact Report 
concerning, such varieties of plastic pipe. The cause is r e­
transferred to rhe Court of Appeal, Second District, Division 
Four.

F I L F. D

SPOHN, AS DIRECTOR, ETC., ET A

v.

INTERNATIONAL ASSOCIATION OF PLUMBING A.40 MECHANICAL 
OFFICIALS. E T C . , E T  Aw.

JuilU'.t
• 1



C h e m i c a l :

P i p e  C ompo s i t i o n  
P o l y e t h y l e n e  (PE) 
P o l y b u t y l e n e  (PB) 
P o l y v i n y l c h l o r i d e  (PVC) 
Copper  (Cu)

• C o n c e n t r a t i o n s  i n  Wate r

(Addendum I)

QUANTITATIVE ASSESSMENT OF PERMEATION OF SPEC IF IC  CHEMICALS 
FOLLOWING CHE WEEK DWELL TIMES FOR P IPE  SYSTEMS*

1 , 1  D i c h l o r o -  
e t h y l e n e

1 , 2  D i c h l o r o -  
e t h a n e

T r i c h l o r o -
e t h y l e n e

1 , 1 , 1  T r i c h l o r -  
o e t h a n e

1 , 2  D i c h l o r o -  
p r opane

G a s o l i n e

2 . 4  x  10 -2

2 . 9  x 10 
s a t u r a t e d  

ND

-2
9 . 4  x 10 - 3

1 . 2  x 10 
s a t u r a t e d  

ND

-2
2 . 7  X 1 0 " 3 
5 . 0  x 1 0 - J  

NU
8 . 0  x 10 - 7

4 . 6  x 1 0 - 5  
2 . 5  x 1 0 ' 5
2 . 2  x 10
4 . 6  x 10 - 9

i n ( 1 . 3  x 1 0 - 4 ) 
( 7 . 8  x 10~S ) 

ND
( 5 . 7  x 1 0 - 7 )

-?  —1 —4( 1 0  *  I ;  10  = p a r t s  p e r  1 , 0 0 0 ;  10  = p a r t s  p e r  1 0 , 0 0 0 ;
1 0 - 5  = p a r t s  p e r  1 0 0 , 0 0 0 ;  10~6 = p a r t s  p e r  m i l l i o n ;  1C 7 = p a r t s  p e r  10 m i l l i o n

— fl “ 910 = p a r t s  p e r  100 m i l l i o n ;  10  = p a r t s  p e r  b i l l i o n '

3' 
H  
13
n

§

2:
-3
U>
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A N A L Y T I C A L  L A B O R A T O R Y t ( l «  l  S T M C C T , S A C R A M E N T O . C A L IF O R N IA  I S I I 4  •
A  D i v i s i o n  O F  O L W A N T C  A S Y O W C L k

November 29, 1982

Leonardini and Fathy
400 Capitol Mall, Suite 221
Sacramento, CA 95814

ATTM: Mr. Raymond J. Leonardini

Three plastic wate r supply pipes: polyv inylchloride (PVC),
p olyet h y l e n e  (PE), and poly butylene (PB), were exposed to selected 
c o m p ounds to determine permeability. Copper pipe was included as 
a q u a lity  control sample. The exposure chemicals were: 1,2,-
Dichloropropane; 1,1,1-Trichloroethane; Chlordane (72% formulation 
diluted 1:1*00 v :v in water); Chevron Super-Unleaded Gasoline; and 
Tap Water as a quali ty control blank. Exposure time was one week.

Results indicate that PVC is permeated by 1 , 2-Dichloropropane 
and 1 , 1 , 1-Trichloroethane; PE and PB were permeated by .1, 2-Dichloro- 
propane, 1 , 1 , 1-Trichloroethane, and Gasoline. In addition, results 
of the control samples indicate that several compounds leach into 
the w a t e r  fro m the pipe material; sealants, glues, joining c o m­
pounds, flux, etc. The data indicates that as the compounds permeate 
the pipe they also extract and carry with them other soluble c o m­
pounds in the pipe material. Comparison of small quantities of 
leachate compounds to exposed pipes was not always possible due to 
necessary dilutions of the samples because of the high c o n c entra­
tions of other compounds.

ABSTRAC T

P I L O T  PIPE STUDY

R o g e r  A. E l l i o t t

R A E:l k



I ,. ,* . '/W'lt will In- .iIIumnl In  .illm.OC 
' ft, i ,.in  ill ill,- kIim-ivihi' unit' in lln iili

.1   i n ,i., Ii ii.it iiiH it* in,tltiuitil
|M,,|V,’ll llll\, ill, \ . I ll, 11.111,11 will 11111 III
M ill, III,' m .iiiftiitte l s li.il.iv 'C , W lit 'll Hit'
   it lu l l ,  ii(M.i nin .il , l'lii|,'tt« if

S lllll ll C.IIIIIVlt't l l l j l  . l l ' l l l l l  .III It'L'Inil, j l  

m .i : i w ill in- l it ,J tJ  in La I 'j Ii i ij  .ii ju t  one 

link ', rlie d i l l ic u ln  it in persuading 
xuiticictii Hr i i in Ii .xcieniislx Ui uproot 
ihemvclvcs lor iliic c  years ai a nine.

/ W O  Jut dttitled  in  pay lit  share nui o f 

lit  fM tiint' budget o f about I  JO m illion  a 

v c ji . M o ti of ilie n io iic y  tt;IIcome from  ibe 

h> m illm ii j  tear now jpem  on astronomy, 

implying a m a jo r shift in atironomy 

f u n d in g .  A lt h o u g h  m ost D u tc h  

’ astronomers a ic cxpt'cied to welcome the 

agreement, ijdn 'a s t iono ine is  n u y  feel 

haid done by.
The next sicp is for Prolessor van 

Li, tlmui, dut'k io i of I WO, lo obtain the 
approval of ilit* Miucii minuter for science, 
xvbo is fcpoiicJ to be cnihi.iMusnc. Bui the 
iniiiiinriu Dutch elf,'lion could mean lhai 
the issue will lute to be decided by a new 
minister. All being well, however, 
Professor van Licshoui hopes lhai an 
agreement coulJ be signed and sealed 
within (Me nexi four inomlu.

Judy Redfearn

T o x ic  w aste

Dutch dumps
Amsterdam

I he co»t lo ;hc Neihcrla nds of dealing 
with chemical staxir Irom ycais of heavy, 
industrialization is mounting. So farabour 
3.Odd dumps containing chemical waste 
luve been found. SOOof ihena recognized 
danger io public health. Tie Minuter for 
Public Health and Ervironmental 
Protection estimated a fcv» months ago 
that ii would cost about COO million to 
dear ihc 500 dangerous Ou ups, and this 
csunuie is now i-iOO million..

In ihe village of Lekkctlkerk. not far 
from ihe heavily cuncenifmicd chemical 
industries o f K n iic rd jm , many buildings 

were fo u n d  ic l ia tc  been built onacheimcal 
waste dum p . About l,7uu d iu in t were 

reeotcicd fion t the site conta in ing 
p m ic iu Is such at toluene and xylene from 
ihe dye industry and tucsali such as 
cadm ium , lin e  and lead, bone  300 houses 

were ctacuaicd and 150,000 ions of 
p tillu ifd  toil l i . it chad  inoc  removed, while 
medical exam inations may yci be carried 
out on I tic popu lation . S o c ia l moic 

chemical watie d u m p , hati; since been 

fiiuud in d ie vanic area. .
A iic i c aw , n f cu iilc  infciiiilKv and Ihc 

i l u i i t i ' i )  o l d ,a d  l>ir Js, an in . ts iiga ium  hy 
the lln iili , ip .il t'livi i im iiic m .il lUhmaiory of 

A m t ic id . iu i lia» .r e t c a lf i j  i l i a l  ih c  

Vtilgi'rmccrpolder, a m a it li) area 5 nulcs 
from Ihc cciMie o l A in tic rda in , ciHiianiv 

ahnui If l.U H  d iu in t  «il ih .m ic a l watie 

lisnit a 2.J.5-T lav'd >u picvamvly owned 
W i • l*t.•!•«». IIuhIi «l * r tii'llllt* I'l'UUil!

pi * win, iii ui in I'lii'r and w.it ,iim(il,'M, 
<|> .m.miliil and klirnptil m  Ihc Ail,mli,, 
hiii lit u.itic 1,'iii.ii'it'd.
Aitoiiling lo lli I I .  I I ciJ.i . due,no id 

11 ie Anivictd.iiit enviiiinint'iiial lahorai.uy, 
‘■.c diuint contain a wide lance i.| 
cheiiiic.ilt, including eliliiioben/eiie anJ 
cldotoplieiuil. However, sonic ul ihc 
diunv. arc known lo cpitijin 2.J.5-T and 
possibly the dioxin 2.3,7,8-icirachlorn* 
cyclodihenzo>p*dio.vin (2.3.7.S- TCDDi, 
and it iv flux loner compound which ii is 
fcaicd may form the real danger.
Analysis of soil, water and livestock and 

of pioducc Irom gardens in ihe aiea has 
revealed the presence oi chemicals from ihc 
dump in concentrations of tenths io 
hundredths of milligrammes per 
kilogramme weight.
However, the future of the dump rests 

on the problem of clearly identifying 
2.3,7.8-TCDD. Samples from the drums 
have been analysed by Pinfcisor O. 
Hulzinger'slcain at Amsterdam University

v t
y > , i
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j f ' a O a x ^ . . » t. -  .1

.  -‘V . r V ;

* -> -~
Yhr ikannt ujLtkktrkrtk

and have also been tent to Milan for 
analysis by the laboratory involved in 
investigating the Sevcso incident. A 
definite solution io the problem is not 
expected before Ihe summer.
These pollution scandals prompted a 

national inventory of chemical waste in ihe 
Netherlands due to be completed hy me 
end of I9BQ. So far, however, only two of 
ihc eleven Dutch provinces have reported 
their findings.
The problems of the Netherlands have 

also attracted international interest. Dr 
David Cosile, administrator of ihe US 
Environmental Proicctiun Agency, xixiicd 
the Lekkerkctk dump while he was in the 
Nctlicilands to sign a memorandum nn 
cooperation between ihe iwocouiiliies. JJi 
Tolhu of Ihc United Nations 
Environmental Programme, a regular 
vixiio. to the country, i, particularly 
interested in Ihc chemical pollution 
problems.
Tlie latest revelation w av in December ul 

last year, when small jiimhiiiis of the toxic 
substance methyl |irtuiiid<* were Imind in 
dunlin.* wait-r So ill,* luttib.'tilit.ral area

,1.,'IMI. .ll I . I I ., ,1 | l ,  I I I , I I I ,  I 1,11.1. II, I ,  1,1 

i l r . i i i l , , !  i l l ,  , .n l, ,m j ,ni , . i i i u . i l , J 3 , in |  

llUlt J VCJI .11,' II,,,1 III I lilt ,|l,. | — .III pet 
m u  ol ihe im .il ,« >ii . i i in pi iin i hi dig 

1 ui o p ,jo  C o n i i i i i i i i i i , , In c  pmtiMi h j j  

npp .iicn il, xccp,d 1111 > > 11 s' 11 iln ' PVC luhct 
utcd lor p in , iu  u.oer Jo inhu iiun  As a 

result, ilie Munster lor Public Health has 

m .u k  public water supply companies 

respoMtitile alto toi pr.vaie supply pipes. 

However, ii now turn's out that PV'C lubes 

arc widely used in ihe NeiheilanJs tor 

ifa r itp om iif water wh.ch has brcn tested 

for pollutants such as rnci yl bromide.

C spcr behuuring

G c n e iic  en gin eerin g

P l a n n i n g  b u £ So  o
H'askmfion 

Echoes of the fierce public debates of 
four years ago are hemp heard once again 

m and arcunJ Cambridge. Mavijchuseiis , 
as local city councils discuss ihe conditions 

they w ill place on Ihe ecncnc engineering 
companies springing up in their midst.

The tones of ihe debate are more muicd 
than before. And m each of ihe four 
communities —  Cambridge, W a liham , 

Somerville and New ton —  the talk this lime 

is o f  n e g o t ia t io n  ra th e r than  
confrontation . Neterihc les i, there is 
sufficient concern among the companies 

for the head of ai least n n : to suggest (he 

need for a ■•moiccoherent policy" towards 

local icgulanon, possible at the state level.
The most significantly atfected to far 

seems to have been Genetics Institute. This 
is the company which has been tci up by Dr 

M ark Ptashnc, professor of molecular 

bio logy at H an  a id  University, and a local 

managemem consuliant, Mr 1 otn Hcxner, 

on privaicly-raised veniure capital, afier 

the H arvard  facu lty voted against 
university p jiih .ipu iiO n (see Nolure 27 

Nuvcmbcr 19801. Its backers include 

Vcniock. a venture capual lin n  owned by 
the Kov(.efcllcr ta in ils , and Mr W illiam  

P jle y o f Colum ou UroaJcaiting.
Now the com p jiiy  fjecv a new hurdle —  

gaming aicepia iwcm  ihe In, j |  community. 

Last November, u applied to build a 
laboratory in Somerville, yuvt mvidc the 
city's border with Camhi.dgc and a few 

blocks from  the un iversity b io lo gy  
laboratories. The application has kindled a 
fierce public debate. A i one point, lot 
example, local cni/cns had suggested lhai 
research should he limned v  / I and P2 

physical lO it ijn in u 'i i l fw .ilin e s , even 
si ru ler ilu n  letinc iuuiv m C anibndgc, 
w liic li allow wnik up in  (lie P3 level.

C ity e n u n iil m eiuhe .s wins were 

lirig inally ill l.ituu f nf g iam ing pm m ttion  
tor I lie new l.ilm nm u iet wuh few strings 

Biiavhed 11.ne hacked n lf  m ihe facrnf ihc 
public cniiiruv, »ti..mauy ate prciscupicd 

wills seven' hndycl viits Ilia l have tesulicd 
ft in iia  tevi'iii leduciuui m p iiipeny  lascx.

A i a uniilic u u t iii ii ' l.it i 1 liu rtd jv . ihe .



E A S T  D A Y  M U N I C I P A L  UTILITY D I S T R I C T  \jZ- , Attachment #4

—J I November 2 £, 1 9 7 6

h  r* i r

L .  <- to % • »•

N0V29197E
DEPT. OF HEALTH SERVICES 

LEGAL SERVICES

Mr. Richard H. Ko^pes 
State Deoartmmt of Health Services 
0‘fice of Regulations 
/’4 "P“ Street, Room 840 
.„;ramento, CA 95814

Dear Mr. Koppes:

Thank you for your invitation to comment on proposed changes in the regula­
tions of the State Department of Health Services, Title 22, Division 4, 
Waterworks Standards (R-l-78). The draft is satisfactory from my viewpoint 
except for one addition I recorunend:

Based on our field experience and laboratory tests with plastic pipe materials, 
the following addition to the standards is proposed:

Section 64624

H(g) Copper service installations shall be used where the service 
lateral or distribution pipe may be exposed to gasoline,
solvents or other petroleum distillates."

K 'f  • -------

Laboratory tests studying gasoline diffusion through polybutylene (PB), poly­
ethylene (PE), and polyvinyl chloride (PVC) service lateral tubing showed 
that PE and PB pipe under 40 psi water pressure and embedded in gasoline- 
soaked vermiculite were penetrated by gasoline in one to three weeks. PVC 
pipe was not permeable to gasoline during a six-week exposure. At least 
three instances of petroleum distillate penetration of polybutylent pipe have 
been encountered in the field by District Water System Inspectors, there is 
some indication that PVC is softened by some solvents and petroleum distillates, 
thereby reducing pipe strength.

Please contact Mr. Keith Cams, Manager of our Water Quality Division, if you 
have any questions regarding this addition to the regulations.

Very truly yours,

D.G. LARKIN

sc: Steve Nelson, DHS
2151 Berkeley Way 
Berkeley, CA 94704

R E C E I V E D  

DEC 1 1978
■ im  *TlAuC
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A t t a c h m e n t  «5EAST BAY MUNICIPAL UTILITY DISTRICT • if Ac/* IH' I *

M a r c h  23, 1981

D e p a r t m e n t  o f  H o u s i n g  G C o m m u n i t y  D e v e l o pm e n t  

D i v i s i o n  o f  Codes and S t a n d a r d s  

6 0 0 7  F o l s o m  Blvd., 2nd Floor 

S a c r a m e n t o ,  C A  9 5819

A t t e n t i o n :  Ms. G r a c e  Sung

D e a r  Ms. Sung:

I h a v e  r e c e n t l y  b e e n  i n f o r m e d  o f  th e  acti o n  b y  t h e  Depar t m e n t  of Hous i n g  and 

C o m m u n i t y  D e v e l o p m e n t  w h i c h  e f f e c t i v e l y  excludes the us e  of p o l y b u t y l e n e  p l a s t i c 

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

j o i n e d  by f l a r e  f i t t i n g s  and t h e  D e p a r tm e n t ' s  a c t i o n  in exc l u di n g  flare connections 

e f f e c t i v e l y  e x c l u d e s  the u s e  o f  p o l yb u t y l e n e .

Y o u  m a y  be i n t e r e s t e d  to kno w  that this  District, w hich has been a p i o n e e r  for more 

t h a n  t w e n t y  y e a r s  in the u s e  o f  p l u s t i c  p i p i n g  fo r  w a t e r  systems, has used p o l y­

b u t y l e n e  fo r  its s m a l l e r  r e s i d e n c e  typ e  servi c e s  f o r  m o r e  than ten years. During 

t h e s e  p ast ten year s ,  we h a v e  i n s t a l le d  a p p r o x i m a t e l y  3 5 , 0 0 0  s e r vices thru-out the 

D i s t r i c t ' s  d i s t r i b u t i o n  s y s t e m  r a n g i n g  fro m  C r o c k e t t to Hayward, and O a k l a n d to 

W a l n u t  Creek. T h e  m a j o r i t y  o f  t h e s e  services are p o l y b u t y l e n e  utilizing a flare 

c o n n e c t i o n  at t he  m a i n  and at th e  meter. Du r i n g this period, our e x pe r i e n c e  with 

t h i s  s y s t e m  has b e e n  excellent. T h e  ve r y  fe w p r o b le m s  we have had were p r i m a r i l y  

d u e  to w o r k m a n s h i p  or an o f f - s i z e  fitting.

F r o m  o u r  ex p e r ie n c e ,  it appe a rs  that t h e  action to excl u d e  the use of flare connections 

on p o l y b u t y l e n e  p i p i n g  was t a k e n  w i t ho u t  due regard for the excellent service history 

t his m a t e r i a l  w it h  f l a r e  f i t t i n g s has earned thru-out the United States.

V ery truly y ours

D. E. CRUM, M a n a ge r  

D i s t ri b u t i o n  M a i n t e n a n c e  Division

D E C / p c s

SUAHD O f  DM IC7DHS JON  O H lYNO lOS . h n n J r f i l  W A l l l R  M M t l fA N ,  W fc *•».»/•■»•» 
i n i l l N B U H K t  JACK HILL K lN N C lN  K OK MAN K tN N C lH H  SM M ONS  SAN) 0 /10  M Sk AUCS
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Table II
Steel Pipe Castings and Linings 

Type o f Coating or Lining Standard
Cement Mortar Coaling or Lining AWWA C205-71 or Federal

Specification SS-P-0ts5a 
Coal Tar Coating, Lining or AWWa C203-73

Wrapping
Aspluft Mastic Coating Asphalt Institute M-2 CS-96
Extruded Plastic Coating Federal Specification LO530U

(1072)Rubber-Alkyd Paint Coating AWWA C204-75
Cold Applied Tape Coatuig AWWA C2Q0-76Coal Tar-Epoxy Coating AWWA C210-78
Asphalt Coating and Wrapping Standard Specifications for Public

Works Construction (1073). 
Section 207-1(14.4

NOTE Authority cttwi- Sactloni 200 and 4010.1 (h), HaxJih and Sa/«ty Cud*. RaUtancr. 
hactHMM 4010.1 (h). 4012. 4010 and 4010, HaaltA and haiaty Coda.
04024. Water Main Selection and Installation.

(a) Steel pipe shall be selected and installed tn accordance with American 
Water Works Association (AWWA) Manual M-ll (1064), “ Steei Pipe— Design 
and Installation". The design shall comply with Sections 6.1 and 62 of the 
manual, except that the minimum design pressure shall be at least the max­
imum anticipated system pressure, but in no case less than 150 psig (1,030 
kPag).(bj Asbestos-cement, cast Iron and ductile iron pine shall be selected and 
installed in accordance with (he standards listed in Table 111

(c) Polyvinyl chloride pipe shall be selected and Lis tailed in accordance with 
Appendix A of AWWA Standard C900-75 as published in the American Water 
Works Association Journal 67(12)'. 7C1-704 (December 1975).

(d) Polybutylene pipe shall be selecteu and installed In accordance with 
Appendix A o f AWWA S'ondard C&02-78 xs published by the American Water 
works Association (Denver, Colorado, 1078).

(e) Polyethylene pipe shall be. selected and Installed In accordance with 
Appendix A of AWWA Standard C901-78 as published in the Amewcan Water 
Works Association Journal 70(1).233-236 (April 1078).
(0 Plastic pipe snail not be used in areas subject to contamination by petro­

leum distillates.


